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INVESTIGATION INTO THE ACTIVITIES OF FOREIGN 
FREIGHT FORWARDERS AND BROKERS 





WEDNESDAY, OCTOBER 26, 1955 


House or REPRESENTATIVES, SPECIAL 
SUBCOMMITTEE ON ForEIGN FREIGHT 
FoRWARDERS AND BROKERS OF THE COMMITTEE ON 
MerRcHANT MARINE AND FISHERIES, 
Washington, D. C. 

The subcommittee met at 10 a. m., pursuant to notice, in room 219 
of the House Office Building, Hon. T. A. Thompson (chairman of the 
subcommittee) presiding. 

Present: Representatives Thompson, Davidson, and Chase. 

Present also: Charles F. Warren, counsel to the subcommittee. 

Mr. THompson. The subcommittee will come to order. 

This morning the special subcommittee of the House Committee on 
Merchant Marine and Fisheries is commencing hearings in Washing- 
ton on the subject of the activities of foreign freight forwarders and 
brokers, a segment of the maritime industry. 

Members of this subcommittee, in addition to myself as chairman, 
are Representative Jackson B. Chase, of Nebraska, Representative 
Irwin D. Davidson, of New York, and our chief counsel, Mr. Charles 
F. Warren. 

After these hearings in Washington, the subcommittee plans to 
visit the major ports of the country and take testimony from private 
witnesses. These hearings have resulted as an outgrowth of a report 
filed by the General Accounting Office entitled ““A Report of Inves- 
tigation of the Use of Private Export Freight Forwarders by Depart- 
ments and Agencies of the United States,’”’ dated March 1955. 

Independent investigation by this subcommittee has confirmed the 
need for the subcommittee to also concern itself with problems relating 
to the general regulation of the forwarding industry. 

Our purposes will be, one, to inquire into the activities of foreign 
freight forwarders and brokers in their role on Government export 
shipments under the Bland Forwarding Act of 1942, with the aim 
of determining whether or not that act should be perpetuated. 

Second, to inquire into the activities of foreign freight forwarders 
and brokers in their role on private export shipments, with the aim 
of determining whether or not additional regulatory legislation is 
required. 

We are a legislative factfinding body and I am confident that if 
all parties involved have for their primary objective the welfare of 
the American maritime industry, our work will be successfully accom- 
plished. 

Mr. WarrEN. Mr. Chairman, at this time I suggest that the report 
of the General Accounting Office entitled ‘‘Report of Investigation of 
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the Use of Private Export Freight Forwarders by Departments and 
Agencies of the United States,” dated March 1955, and General 
Accounting Office memorandum B-121333 dated March 28, 1955, be 
made an official part of the record, but not to be read or printed into 
the record. 

Further, I suggest that two letters be incorporated into the record 
without reading. 

One of the letters is addressed to the Chairman of the Committee 
on Merchant Marine and Fisheries from the Secretary of Commerce, 
dated June 29, 1955. 

Another letter is addressed to the chairman of this subcommittee, 
from the chairman of the Federal Maritime Board, dated August 26, 
1955. 

See appendix printed as supplement to the hearings.) 
The GAO report and memorandum will be found in subcommittee 
files 

Mr. THompson. Without objection, it is so ordered. 

Our first witness this morning is the Chairman of the Federal Mari- 
time Board and Maritime Administrator, Mr. Clarence Morse. Wil- 
vou identify yourself for the reporter, please? 


STATEMENT OF CLARENCE G. MORSE, CHAIRMAN, FEDERAL 
MARITIME BOARD AND MARITIME ADMINISTRATOR, ACCOM- 
PANIED BY THOMAS E. STAKEM, JR., ASSISTANT TO DEPUTY 
MARITIME ADMINISTRATOR; JOHN B. BEACH, OFFICE OF THE 
GENERAL COUNSEL; W. A SPENCER, CHIEF OF THE TRAFFIC 
BRANCH OF THE DIVISION OF CHARTER AND AGENCY; AND 
LLOYD TIBBOTT, CHIEF, REGULATION OFFICE 


Mr. Morse. My name is Clarence G. Morse, and I am Chairman of 
the Federal Maritime Board and Maritime Administrator. 

Mr. Chairman, and members of the subcommittee, I am glad to 
have this opportunity to appear before your subcommittee today to 
discuss with vou the subject of ocean freight forwarding and its regu- 
lation and promotion by the Federal Maritime Board and the Mari- 
time Administration. 

The activities of forwarders are regulated by the Federal Maritime 
Board pursuant to the Shipping Act, 1916; the forwarders interests 
are promoted by the Maritime Administration pursuant to the Bland 
Freight Forwarding Act. I shall first consider the regulatory activi- 


ues 


At the time of the passage of the Shipping Act of 1916, the ocean 
ight forwarder was an instrument in the conduct of the foreign trade 
of the United States. The act recognized this and in the definition of 
the term “other person subject to the act’’ included any person, not 
term common carrier by water, “‘carrying on the busi- 
ness of forwarding.”’ Sections 15, 16, 17, 20, 21, and 22 of the act set 
f Board’s principal authority to regulate forwarders. 

m 15 requires forwarders to file with the Board agreements 
other person which control competition, divide earnings or 
, othe 
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with al 
rwise establish cooperative working arrangements. 

16 makes it unlawful for a forwarder to give anv undue or 
reasonable preference or advantage to any person or to obtain 
ansportation at less than applicable rates 


Section 
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Section 17 requires forwarders to establish, observe, and enforce 
just and reasonable practices in connection with the receiving, han- 
dling, storing, or delivery of freight, and authorizes the Board to 
determine, prescribe, and enforce just and reasonable regulations or 
practices. 

Section 20 makes it unlawful for a forwarder to disclose information 
which may be used to the detriment of the shipper, consignee, or 
carrier involved in the transportation of a shipment. 

Section 21 authorizes the Board to require forwarders to furnish 
information concerning their activities. 

Section 22 authorizes any person to file with the Board a complaint 
setting forth any violation of the act by a common carrier by water 
or any other persons subject to the act and also empowers the Board 
to undertake investigations of such matters on its own motion. 

It should be noted that under the Shipping Act of 1916, the 
forwarder is not ® common carrier and does not assume the duties 
or obligations of a common carrier. This differs from the domestie 
forwarders subject to the Interstate Commerce Act and the Civil 
Aeronautics Act who are primarily consolidators of shipments and 
who assume common carrier responsibility for their transportation. 

In Docket 621, the Maritime Commission said that ocean freight 
forwarders perform on occasion the following services (3 U.S. M. C. 
157, 159): 

Examine instructions and documents received from shippers; order cargo to 
port; prepare export declaration; book cargo space; prepare and process delivery 
order, and dock receipt; prepare instructions to truckman or lighterman, and 
arrange for or furnish such facilities; prepare and process ocean bill of lading; 
prepare consular documents, and arrange for their certification, in the language of 
the country to which the goods are shipped; arrange for or furnish warehouse 
storage when necessary; arrange for insurance when so instructed; clear shipment 
in accordance with United States Government regulations; prepare advice notices 
of shipments, sending copies to bank, shipper, or consignee, as required; send 
completed documents to shipper, bank, or consignee as directed; and advance 
necessary funds in connection with the foregoing. 

Also they provide supervision in the coordination of services rendered to ship- 
ment from origin to vessel, render special service on unusual shipments or when 
difficulties in transit arise, and give expert advice to exporters as regards letters 
of credit, licenses, inspection, etc. 

The shipper may himself attend to these requirements and in fact a 
great many shippers do. Others employ freight forwarders because of a 
lack of familiarity with the many and sometimes complex requirements 
to be observed or because of the lack of representation at the port of 
export. Many of the forwarder’s duties are and must be performed 
at the port. 

From the passage of the Shipping Act in 1916 to the outbreak of 
World War II, relatively few complaints involving forwarders and 
their practices were received. However, shortly after the war broke 
out in 1939, transactions came to the Maritime Commission’s atten- 
tion indicating that some overseas forwarders at least were resorting 
to what appeared to be unjust and unreasonable practices. The 
extent to which those practices were being followed was unknown, 
but they seemed to be sufficiently widespread and harmful to warrant 
investigation. Consequently, on August 21, 1942, the Maritime 
Commission instituted an investigation on its own motion as Docket 
621. The Commission’s jurisdiction over forwarders was challenged 
by certain forwarders and in American Union Transport v. United 
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States (55 F. Supp. 682) the court enjoined the Commission from 
proceeding with the investigation on the grounds that the Commission 
lacked jurisdiction. However, that ruling was reversed by the Su- 
preme Court of the United States in United States v. American Union 
Transport (327 U.S. 437 (1946)). 

After a hearing in Docket 621, the Commission issued General 
Order 72 pursuant to its rulemaking power, effective June 1, 1950. 
That order requires the registration of ocean freight forwarders, calls 
for itemized bills and specifies that registration does not entitle a 
forwarder to collect brokerage where the payment would constitute a 
rebate, and sets forth various other duties and requirements to be 
met by forwarders. This represented an initial step in the regulation 
of the ocean freight forwarder. More than 1,900 ocean freight for- 
warders have registered since the order became effective. Of these 
about 1,450 currently hold certificates of registration. About 450 
registrations have been canceled, including voluntary and other 
cancellations. 

While General Order 72 has brought to light the identity of the 
many forwarders serving the foreign trade of the United States, has 
improved billing practices and has had some partial success in checking 
improper payments of brokerage, it has not cured all of the asserted 
abuses nor solved all of the problems in which the forwarding industry 
is involved. The results of some 4 years regulation pursuant to 
General Order 72 has caused the Board to undertake a further investi- 
gation into forwarder practices to devise additional steps which can 
be taken under existing law to correct questionable practices. Such 
an investigation was ordered by the Board on October 6, 1954, 
docket 765, and in the ensuing year field investigations have been 
conducted in all of the major port areas of the United States. 

As a result of the investigation, the Board now has under considera- 
tion revisions to be made in General Order 72 designed to further 
reduce improper practices. Another step which has already been 
taken—and I might interpolate by saying that this is one of the more 
essential elements of this whole problem—is the use of field investi- 
gators to effect a better enforcement of the existing law and the 
Board’s regulations. Enforcement efforts in the early stages of 
General Order 72 were handicapped by the lack of investigators who 
could make on-the-spot investigations. This was due to the fact 
that the Board’s investigating staff was obliged to devote their time 
entirely to other more urgent matters. Within the past year, how- 
ever, much of the time of three trained investigators has been made 
available for work on regulatory matters, one of the most important 
of which has been the investigation of forwarder activities. The 
results have been encouraging. 

As Chairman of the Federal Maritime Board, I am required to 
consider and pass upon many of the problems of forwarders. Two 
dockets are now pending before the Board involving the forwarding 
industry, docket 765 and docket 767. 

For that reason, I am sure that you will understand that it would 
be inappropriate for me to discuss in detail any forwarding practices 
that might come before the Board for ruling. I might say, however, 
that perhaps the most important and complex issue connected with 
the regulation of forwarders is the matter of brokerage paid by steam- 
ship lines to forwarders. The Maritime Commission and the Federal 
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Maritime Board have considered the question in several formal pro- 
ceedings, three of which I shall summarize for your information with- 
out expressing an opinion as to whether they would be followed if the 
same questions came before the Board today. 

In docket 645 (2 U. S. M. C. 775, 780) decided October 2, 1946, 
the Maritime Commission said that “Brokerage is compensation for 
securing cargo for the ship,”’ and held that provisions of a conference 

agreement prohibiting the payment of brokerage were inconsistent 
with the Bland rere Act, and should be “eliminated. 

In docket 657 (3 U.S. M. C. 170, 172), decided November 17, 1949, 
the Maritime Commission held that a conference provision prohibiting 
the payment of brokerage was detrimental to the commerce of the 
United States under section 15 of the Shipping Act, 1916, and should 
be eliminated. The Commission stated that docket 645 had been 
erroneously decided in reliance upon the Bland Forwarding Act and 
modified the grounds of that earlier decision to conform with the deci- 
sion in docket 657. 

In docket 718 and 719 (4 F. M. B. 166, 172) decided March 24 
1953, the Board held that lines acting in conference could not limit 
the payment of brokerage below 1% percent of the ocean freight 
charges, but said that they could make rules and regulations 
to assure that brokerage will not be paid under circumstances which will violate 
the act, and only to freight forwarders who have, in fact, earned brokerage by 
actually securing or booking the cargo for the ship. 

The crux of the foregoing quote is the answer to the question when 
is brokerage earned by a freight forwarder. That question has not 
been definitively answered. 

In discussing these problems it is to be borne in mind that in 
respect to a given shipment, a freight forwarder, while performing 
for the shipper the duties previously detailed above in docket 621 
and for which services he is paid a freight forwarding fee by the 
shipper also performs services which are said to be pe formed for the 
carrier and for which the carrier pays him 1% percent and upwards 
of the ocean freight as brokerage. Fundamentally, the question is 
whether these residual services performed for the carrier constitute 
brokerage within the intent and meaning of the Board’s decisions. 
We see no need for any new legislation at this time in connection 
with the regulation of freight forwarders. 

So much for the regulatory activities. I shall now consider activ- 
ities under the Bland Forwarding Act, which was enacted March 14, 
1942, as Public Law 498, 77th C ongress. It appears as section 217 
in Merchant Marine Act, 1936. It is administered by the Maritime 
Administration. 

At the beginning of World War II, large consignments of American 
goods were shipped to Great Britain under the Lend-Lease Act. 
These shipments were documented direct to the British and conse- 
quently the British had complete control of their transportation from 
inland point of origin to overseas destination. British agencies were 
established at American ports of export. American forwarders and 
brokers received a minimum of the work which otherwise would have 
passed through them. 

Appreciating the danger of the destruction of our marine trans- 
portation organization, Chairman Bland of the House Merchant 











6 FOREIGN FREIGHT FORWARDERS AND BROKERS 


Marine and Fisheries Committee drafted the Bland Act. Wide hear- 
ings were held in different parts of the country and the Bland Act 
was accepted with enthusiasm by the forwarders. The act provided 
for the coordination under the supervision of the War Shipping Admin- 
istrator, of the forwarding functions and facilities of public and private 
agencies servicing waterborne export and import foreign commerce 
of the United States. The purpose of the act was the maintenance 
and di velopme nt of war and postwar foreign trade and the preserva- 


| of forwarding facilities and services for the postwar restoration 
of foreign commerce 


The administration of the Bland Act was affected in all chief ports 
the United eames See the » port of New York, bv the association 
of all forwarders doing business in that port into a single corporation. 
The forwarders purc! ased stoc k in the corporatl ion invested their 
own funds and the receipts from the sale of stock were used as an 


A uniform contract between the Administrator and the new for- 
warding corporation was entered into, outlining the duties and 
obligations of the corporation and specifying the compensation to be 


paid to it. Th oo submitted to the Administrator each 
month a budget which reflected the estimated cost of operations for 
the ensuing month. After approval of this budget, the corporation 
was paid the amount of the budget plus a profit based on invested 


At several small ports in the United States the movement of lend- 
lease cargo was so small that the expense and administrative difficulty 
f ing new corporations was not warranted. Accordingly, 

ts were entered into with forwarders at such ports, which were 


ii respects to the master contract, with the exception 
forwarder was paid a lump sum per month when shipments 
moved, no payments when there were no shipments. These for- 


warders were independent contractors maintaining their own estab- 
lishments, and. of course, paying their own expenses 

The port of New York presented a problem which was entirely 
different from that existing at other American ports. The number 
f forwarders at this port was so great and the volume of traffic so 
large that it was impossible to coordinate the entire operation. Ac- 

rdingly, it was decided that separate contracts would be entered into 
with each forwarder under which the forwarder would service ship- 


ts consigned to the particular lend-lease government with which 
had been accustomed to do business in commercial traffic. These 


— 


ts were likewise identical to the master contract except that, as 

nsation, the forwarder received a sum per payable ton with an 
expressed iInimum 

P val movements of cargo were directed to United Kingdom, 


Russia, and China. The plan with respect to these nations was 
slightly different. The forwarding service with respect to cargo 
oving to Great Britain out of New York Harbor was assigned to 
War Forwarding Corp., all cargo for China was serviced by Premier 
Forwarding Corp.. and all cargo to Russia by the Commercial Dis- 
patching Corp All three of these forwarders operated under the 
f tract iW ar Shipping Administration paid the entire 
perating expense under the budget system. 








F JREIGN FREIGHT FORWARDERS AND BROKERS 7 


As the war progressed, the forwarding arrangements were extended 
to embrace not only lend-lease shipments but other cargoes of 
Government interest, also shipments for the Office of Relief and 
Rehabilitation Operations and later for UNRRA. During this devel- 
opment a progressively increasing number of private forwarders, 
particularly at New York, were designated to handle specific lines of 
traffic to various world destinations. 

With the termination of hostilities steps were taken to gradually 
reduce Government control of forwarding. In its 14th report to the 
Congress January 1947, the Maritime Commission stated that all 
maritime forwarding contracts and appointments had been terminated, 
that forwarding traffic orders had been canceled, and that since 
forwarding functions had been returned to normal commercial channels 
the Maritime Commission contemplated no further activities under 
the Bland Act. 

Late in 1947, with the development of Government-sponsored 
relief shipments in the interim aid program and eventual Marshall 
plan, the forwarding industry requested further protective measures 
to assure their participation. Congressman Bland supported the 
view that postwar supervision was ‘contemplated in the legislative 
history of the Bland Act and urged the Maritime Commission to 
issue regulations regarding the use of forwarders in the handling of 
relief cargoes. 

As a result, under date of February 13, 1948, the Maritime Com- 
mission published a notice in the Federal Register to the effect that 
a list of forwarders would be provided for use of the shipping services 
of the Government in selecting private forwarders, that is, the Federal 
Supply Service, Agriculture, and the Department of Defense. The 
first list issued by the Traffic Division at that time included 384 
forwarders. 

Later, in February 1948, the Secretary of the Army reported to 
the Maritime Commission that Department’s discussion and agree- 
ment with representatives of the forwarding industry as follows: 
That the Army proposed to engage freight forwarders for the handling 
of relief shipments other than in bulk when moved through com- 
mercial terminals and carried either at tariff rates or under Army 
space charter agreements; that the decision regarding bulk cargoes 
on ships under charter to the Army would be deferred pending several 
trial cargoes; that forwarders would not be used in connection witb 
shipments of strictly military cargo, or shipments handled through 
the physical facilities of the Army ports of embarkation, or those 
which are lifted by United States Army transports; that shipments 
consisting of both military and relief supplies would be considered 
as military unless the relief cargo was predominant, in which case 
employment of a freight forwarder would be determined by ex- 
pediency. The Secretary believed this trial program was in con- 
formity with the regulations of the Maritime Commission. 

In the ensuing period the question was raised whether foreign firms 
should be allowed to participate and whether the Maritime Commis- 
sion should attempt to exercise any supervision in distribution of the 
business between the various forwarders on the list of registrants. 
The Commission’s position was made known by the issuance of Gen- 
eral Order 70, May 26, 1949, which prescribed that all agencies and 
persons engaged in the handling of relief and rehabilitation carge 
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should use private freight forwarders in accordance with ordinary 
commercial practice, except where emergency conditions make such 
ise Impossible 

The order permitted the registration of foreign-owned firms engaged 

| business in the United States prior to September 3, 1939, the day 
the war began in Europe, and left it to the discretion of the shipping 
agencies to select such forwarders as they desired from the list. The 
first formal list was published pursuant to this order on September 
1949. It contained some 633 forwarders including branch offices. 

While registration did not constitute a recommendation, Maritime 
nevertheless unde rtook to review applications to the extent possible 
with limited staff, also to clear the applicants for security purposes 
with the Office of International Trade, Department of Commerce. 

The requirement to use private forwarders was relaxed in June 1950 
by amendment No. 2 to General Order 70 as follows: Section 243.2 
bh) that suggested that forwarders be used in accordance with ordinary 
commercial practice ‘except where emergency conditions make such 
use impossible’? was changed to “except where existing conditions 
make such use unreasonable or impracticable.’ 

Since the Maritime Administration succeeded to the duties of the 
\faritime Commission in May 1950, it has maintained the eligibility 
list with additions and amendments. 

At the present time the list—including 530 main offices, 130 branch 
offices—is supplied to the appropriate offices of Agric eeu General 
Services Administration, Department of Defense, including Army and 
Navy, and Bureau of Public Roads (Commerce) to assist them in the 
selection of forwarders when required, also to the International Co- 
operation Administration, Export-Import Bank, Bureau of Foreign 
Commerce, and others. The administrative work of publishing the 
list of registrants under General Order 70 has been reduced by con- 
solidating it with the register published by the Federal Maritime 
Board pursuant to General Order 72. 

During the year 1950 a number of complaints were received by the 
Maritime Administration regarding the practice of the Department 
of Defense following the establishment of the Military Sea Transporta- 
tion Service. These complaints were directed (1) at those cases 
where the Department of Defense brings cargo forward and loads it 
without the use of private forwarders, and (2) at the affreightment 
arrangements of MSTS with carriers whereunder the carriers do not 
pav brokerage to forwarders. 

These complaints emanated from individual forwarders and their 
associations and were investigated by Maritime with the Department 
of Defense. Correspondents were advised that while Maritime’s 
function contemplates facilitating the use of private forwarders 
where their services are needed, it is not our purpose or within our 
authority to intervene in the decisions of the other agency as to 
whether reasons of military safety or security require that cargo be 
ae by military personnel. Maritime advised the forwarders 
that » Departme nt of Defense used forwarders registered under 
Gene a Order 70 whenever they could be used efficiently and eco- 
nomically and that the Maritime Administration continued to provide 
lists of forwarders to the several offices of that Department. 

The Maritime Administration advised the Congress in its 19th 
report dated November 17, 1950, of the complaints of the forwarders 


’ 
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to the policies of the Military Sea Transportation Service, and ex- 
pressed its doubts as to the effectiveness of the Bland Act, as follows: 















































The Maritime Administration has experienced difficulties in administration of 
the section 217, of the same type as those encountered by its predecessors. While 
section 217 was effective in carrying out its primary purpose during World War 
II of preserving forwarding facilities for the postwar restoration of foreign com- 
merce, it is inadequate in its present form to support the extensive demands now 
made by the forwarding industry for governmental assurance of its participation 
in the several foreign aid programs. 

During 1953 the Department of Commerce and the Maritime 
Administration received renewed complaints from the forwarding 
industry asking that the military forwarding arrangements be reviewe d 
and revised. The forwarders contended that the Department of 
Defense had in peacetime created a forwarding organization which was 
competing with private forwarders at the principal ports of embarka- 
tion; that they were servicing export shipments of civilian-class goods, 
such as tractors, agricultural implements, foodstuffs which did not 
involve consideration of military safety or security; and that in the 
circumstances forwarders were deprived of business which they were 
permitted to handle during the war. 

The matter was presented to the Assistant Secretary of Defense by 
letter dated January 28, 1954, from the Under Secretary of Comme x 
for Transportation. The Department of Defense replied on May 1, 
1954 that in the integrated plan of forwarding from points in the 
interior to points abroad it would be impracticable and uneconomical 
to segregate civilian goods from military goods, and that questions of 

security might also be involved by disc Josure of certain movements of 
civilian-type goods, and stated that in the circumstances there would 
be no point in conferring with the industry as suggested by one of 
the associations. 

The difficulties in administering this act are due in part to the 
belief of many forwarders that General Order 70 is a sort of ‘bill of 
rights’’ whereunder the Maritime Administration will assure for- 
warders of participation in Government shipments and to the indefi- 
inite authority given to the Maritime Administration in the statutory 
provision to “coordinate” public and private facilities. This has 
been reported to the Congress in various reports of the Maritime 
Administration commencing in 1950 and continuing through 1953. 

On July 9, 1953, H. R. 6183, 83d Congress, was introduced pro- 
viding as follows: 

Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That section 217 (a) of the Merchant Marine 
Act, 1936, as amended (46 U. S. C., sec. 1127 (a)), is amended by adding at the 
end thereof the following new sentence: ‘‘No Federal department or agent shall 
act as a forwarding agent in connection with the wharf or pier delivery of com- 
modities other than munitions being shipped from the Government of the United 
States to the government of a nation whose defense is deemed by the President 
to be vital to the defense of the United States.” 

No hearings were held on the bill, and it died in committee. 

During July 1954, a special subcommittee of the House Committee 
on Merchant Marine and Fisheries held hearings during which it in- 
quire into the utilization of freight forwarders by the Military Sea 
Transportation Service, and asked the General Accounting Office to 
submit their views and comments and advise whether or not a failure 
by MSTS to use the services of freight forwarders has been a violation 
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of the Bland Forwarding Act. In a memorandum dated March 28, 
1955, B-121333, the Office of the General Counsel of the GAO re- 
viewed the history and activities under the Bland Act and among other 
nant stated that 

. The Bland Act does not make it mandatory upon Government 
de irtments or agencies to utilize the services of freight forwarders 
when such services are not required. 

2. There was substance in Maritime’s 24th report to Congress that 
it was not in a position to intervene in the decisions of the Department 

of De fen nse as to what forwarding arrangements by its own personnel 
were necessary for military safety, security, and efficiency. 

T hat Maritime in consonance with the Bland Act furnished a list 
of all registered forwarders and, in effect, said, “‘Here they are; use 
them whenever feasible.” 

t. Des pite its dilemma, however, the Commission has steadfastly 
apprised the Congress of this troublesome situation, and, in a way, 
without coming forward and saying so, has requested a clarification 
of its intended application to the situation at hand. 

The General Accounting Office conducted an investigation to 
determine whether it was necessary or desirable to employ the services 
of private freight forwarders on export shipments made by Federal 
departments and agencies, and made a report of its findings on 
March 30, 1955 (Rept. No. I-18522). 


lik 

The General Accounting Office report indicated that some Gov- 
ernment agencies believed that they were required by the Bland 
Freight Forwarding Act or Maritime Commission General Order 70 
to use forwarders on all shipments, whether or not the services of 
forwarders were needed. Since, the Maritime Administration does 
not construe either the Bland Act or General Order 70 to require the 
unnecessary use of forwarders, we were considering amending General 
Order 70 to make our position clear, when your subcommittee was 
established, and since it was understood that your subcommittee 
would study the role of freight forwarders in handling Government 
cargoes and the present applicability of the Bland Act, and would 
consider whether that statute needs revising in the light of current 
conditions, we decided to defer amending General Order 70 until your 
subcommittee has had an opportunity to complete its inquiry. 

Meanwhile, letters were sent to the Secretary of Defense, the 
Secretary of Agriculture, the Administrator, General Services Ad- 
ministration, and the Commissioner of the Bureau of Public Roads 
advising them that the Maritime Administration does not believe 
that the Bland Act requires Government agencies to use private 
forwarders where they are not otherwise needed, and that it does 
not construe Maritime Commission General Order 70 to require the 
unnecessary use of forwarders by Government agencies. Copies of 
tters have previously been furnished to your subcommittee. 
Replies received ae n the Department of Defense, the Department 
of Lorieditane: and the Bureau of Public Roads, indicate that these 
agencies understand General Order 70 and do not use forwarders 
where their services are not needed. Copies of their replies have 
been furnished to your subcommittee. The General Services Admin- 
istration acknowledged receipt of the letter and stated that it would 
furnish us with its comments when its study of the matter was 


completed. 
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The General Accounting Office report states that generally for- 
warders perform services on Government export shipments at no 
charge to the Government in consideration of “brokerage’’ paid to 
them by steamship companies carrying the shipments and that the 
brokerage payment frequently exceeds the value of the forwarding 
services (p. 1). As stated in the report, the Federal Maritime Board 
has gone on record that the Government agencies should pay the 
forwarders for services performed for them as shippers (p. 39, exhibit 
19), and the Chief, Regulation Office, Federal Maritime Board, has 
called attention to the fact that it might be a violation of section 16 
of the Shipping Act of 1916, for a private shipper to obtain forward- 
ing services without compensation or at reduced rates as a result of 
the brokerage fees paid to the forwarder by the steamship lines 
(pp. 37, 40). 

Our letters to the Government agencies called their attention to 
this fact, but expressed no opinion as to whether it would be a viola- 
tion of section 16 of the Shipping Act for the Government to obtain 
forwarding services without compensation or at reduced rates in con- 
sideration of the brokerage fees paid to the broker by 
ship lines. 

The General Accounting Office report stated that brokerage pay- 
ments to forwarders by all Government subsidized lines amount to 
millions of dollars each year, and that a substantial portion of such 
payments were apparently paid improperly. It also stated that un- 
necessary and unjustified payments of brokerage may result in losses 
to the Government by reduction of profits recoverable from the sub- 
sidized lines. 

The Maritime Administration sent letters to each of the subsidized 
operators asking them to comment on the charges made by the 
General Accounting Office with respect to alleged improper payment 
of brokerage by subsidized lines, and to furnish detailed information 
regarding their payments of brokerage fees. A copy of this letter has 
been furnished you previously. The replies received from the 16 sub- 
sidized operators show that over $2 million in brokerage was paid by 
them to freight forwarders in the United States during the year 1954. 

The subsidized lines generally deny any payment of ‘‘unearned”’ 
brokerage. Some of the lines admit that they have paid brokerage 
to freight forwarders who did not in fact book the cargo but who they 
felt had influenced or secured the cargo for the lines. They state they 
are unable to furnish the amounts of brokerage so paid, but indicate 
that such payments were not substantial. The lines feel that if 
brokerage was not paid in such instances the freight forwarder would 
be the means of diverting the business to competitive lines, principally 
foreign flag, which would unhesitatingly pay brokerage. 

The general comment of the subsidized lines has been to the effect 
that they have not paid “unearned” brokerage and that had they not 
paid brokerage their revenues would have suffered. 

In this connection, we have reviewed the estimated recapture 
position of the 16 subsidized lines for the period January 1, 1947, 
through June 30, 1955. The four lines which made the largest pay- 
ments of brokerage—Lykes, Grace, Moore-McCormack and United 
States Lines who altoge ther paid $1,282,000 brokerage or almost 60 
percent of the total amount paid by the subsidized lines—are also 
the 4 lines which are in the strongest recapture position. 
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This could mean that a large volume of revenue is an important 
factor in determining the recapture position of a line and that broker- 
age may be one of the means by which a large volume of revenue is 
obtained. This factor points up the economics of the problem but 
does not resolve the question whether brokerage is earned or whether 
the services rendered to a carrier by a freight forwarded are of a 
nature different from a brokerage service. 

We do not think it would be practicable to establish special regula- 
tions covering the payment of brokerage to forwarders by subsidized 

carriers which would be different from the regulations to be observed 

by other common carriers. Any action of this nature would tend to 
divert cargo to nonsubsidized lines and the resultant loss in revenue 
would probably far exceed the reduction in brokerage expense. 

In closing I should like to say that I am very glad that this subeom- 
mittee has begun its investigations. I am sure that the information 
obtained by the subcommittee and its findings and recommendations 
will be of great importance to the Maritime Administration as well as 
to the forwarding industry and the steamship lines. The hearings will 
focus attention on some of the problems facing the Maritime Adminis- 
tration in administering the Bland Act and resulting, I hope, in 
congressional action that will clarify the scope of the Maritime Ad- 
ministration’s authority and responsibility in the so-called ‘promo- 
tional’’ field. 

I have no specific recommendations to make at this time regarding 
new legislation; nor do I have any specific suggestions to make regard- 
ing matters to be investigated. 

I am sure that the subcommittee will give full and careful considera- 
tion to all of the various problems now facing the forwarding industry, 
the Federal Maritime Board in regulating the forwarding industry, 
and the Maritime Administration in promoting the interests of for- 
warders. 

Mr. THompson. Thank you, Mr. Morse. 

In the interest of saving time, if it meets with the approval of the 
subcommittee, I would like for counsel to proceed with certain ques- 
tions that should be asked of Mr. Morse. Then the members of the 
subcommittee will be free to ask any questions they wish. 

Mr. Warren. Mr. Morse, after the Bland Act was signed in 1942, 
what agency administered it? 

Mr. Morse. It was the War Shipping Administration. 

Mr. Warren. How long did this agency administer the Bland Act? 

Mr. Morse. May I refer that to someone accompanying me. 

Mr. Sraxem. Thomas E. Stakem, Jr., Assistant Deputy Admin- 
istrator, Maritime Administration. 

The act was administered by the War Shipping Administration 
until that agency passed out of existence, I think in September of 
1946 or 1947. 

Mr. Warren. Then, from 1942 to the time the agency went out 
of existence, in 1946 or 1947—I believe it was 1947—the Bland Act 
was administered by the War Shipping Administration. Does the 
act itself make reference to that Administration or was this done by 
Executive order of the President? 

Mr. Morse. Perhaps Mr. Beach can answer that. We have with 
us here also, Mr. John Beach, from the Office of the General Counsel, 
and Mr. Spencer, from our National Shipping Authority, both of 
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whom have been working actively on this matter of freight forwarding 
and the Bland Act for a number of years. 

Mr. Beacu. Your question was whether the act referred to the 
War Shipping Administration. I believe it did, sir. I don’t have a 
copy of it here with me. 

Mr. WarrEN. I believe that the act itself refers to the Commission 
and that, pursuant to Executive order of February 7, 1942, these 
functions were transferred to the Administrator of the War Shipping 
Administration. 

You mentioned in your statement, Mr. Morse, that during the 
war, from 1942 to 1947, forwarders were compensated by the Govern- 
ment. Does the Administrator have knowledge of the amount of 
compensation that was paid to forwarders in relation to the work done? 

Mr. Morse. We do not have that information with us at this time. 
I believe that we could dig it up and supply it to the subcommittee. 

Mr. Warren. Mr. Chairman, I suggest that this information be 
supplied for the record. 

Mr. THompson. Mr. Morse has indicated he will furnish it for the 
record, and it will be made a part of the record, without objection. 

(See appendix printed as supplement to the hearings.) 

Mr. Warren. You have stated that after the former Commission, 
your predecessor, rendered its 14th report, the Bland Act was con- 
sidered no longer in existence; is that correct? 

Mr. Morse. Yes, sir. 

Mr. Warren. Did the solicitor of the former Maritime Commission 
render an opinion to this effect? 

Mr. Beacu. Yes, sir, as I recall, the Solicitor of the Maritime Com- 
mission concluded that the Bland Act was emergency legislation for 
the period of the war, preserved forwarding activities for the postwar 
period and when the war was over the act had served its purpose. 

Mr. Warren. Mr. Beach, was this a written opinion? 

Mr. Beacu. I believe it was. 

Mr. Warren. I suggest, Mr. Chairman, that this opinion be 
furnished and incorporated in the record. 

Mr. Morse. We will be glad to supply it. 

Mr. THompson. That will be done. 

(See appendix printed as supplement to the hearings.) 

Mr. Warren. The General Accounting Office stated in its report 
that political pressure was leveled against the former Commission and 
caused the solicitor to reverse his opinion in regard to the application 
of the Bland Act. 

Do you have any comment upon this? 

Mr. Morse. I have no comment. I am unaware of that, Mr. 
Warren. 

Mr. Warren. Was a letter written to the former Maritime Com- 
mission by the late Chairman Bland stating that in his opinion, as 
author of the bill, that the Bland Act was considered to be an act that 
would have postwar application? 

Mr. Morse. Yes, such a letter was written. 

Mr. THompson. Was the original opinion formally reversed, as 
counsel has implied? 

Mr. Morsr. I am so advised by Mr. Beach that it was formally 
reversed. 
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Mr. THompson. We should include in the record, if it is available, 
that opinion also. 

Mr. Morse. We will supply both opinions. 

See appendix patos as supplement to the hearings. ) 

Mr. Warren. Will you state under what theory the Bland Act 
was reactivated by the Maritime Commission? 

Mr. Morse. I have to defer to Mr. Spencer or Mr. Beach. 

Mr. Spencer. The theory of the reactivation was that under the 
aid program, there was a considerable amount of cargo for foreign 
nations. 

Mr. Warren. Under what provision of the act was the Bland Act 
reactivated? 

Mr. Spencer. One of the clauses in the act states that postwar 
rehabilitation of forwarding facilities was involved, or words to that 
effect. 

Mr. Warren. Then you are stating that one of the purposes of the 
Bland Act, as stated in the act, was: ‘The preservation of forwarding 
facilities and services for the postwar restoration of foreign commerce.”’ 
And, the Commission construed this as having postwar application. 
That is the theory upon which the Bland Act is presently operative? 

Mr. Spencer. That is correct. 

Mr. Warren. Is that correct? 

Mr. Spencer. Yes. 

Mr. Warren. Has the Administrator construed that the Bland Act 
is applicable to Department of Defense shipments? 

Mr. Morse. We construe the Bland Act as applicable, or as being 
applicable, to the Department of Defense, provided the Department 
of Defense makes its own determination that the use of forwarders is 
desirable under the particular circumstances. 

Mr. Warren. In regard to General Order 70, which was designed 
to implement the Bland Act, how many forwarders are registered 
under this order today who are participating in Government 
shipments? 

Mr. Morse. Approximately 1,450. 

Mr. Warren. Are all participating in Government shipments? 

Mr. Morse. I beg your pardon. That is the aggregate number 
registered with the board under General Order 72. It is about 633 
at the present time under General Order 70. 

Mr. Warren. Is it necessary under that order to register in order 
to participate in such shipments? 

Ir. Morse. Yes, sir. 

Mr. Warren. What qualifications must a forwarder have in order 
to participate in Government shipments or register under that order? 

Mr. Morse. That sort of inquiry is spelled out in General Order 
70 itself, which I am not personally familiar with, and I think Mr. 
Spencer or Mr. Beach may be able to answer the question. 

Mr. Spencer. The order requires the applicant to state whether 
it is & corporation, a partnership, or a case of individual ownership, 
give the address, a statement of when established, and give the 
citizenship, and the order requires that the applicant be an American 
citizen unless established in the United States before September 3, 
1939. 

Mr. Warren. I think that reference was made to a Department of 
Commerce security check in order to participate in Government 
shipments? 
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Mr. Spencer. Yes, sir. The application is notarized, and when 
received, it is sent to the Division of Commercial Intelligence in the 
Bureau of Foreign Commerce, which has superseded the agency 
mentioned in the Administrator’s testimony. That is for clearance. 

Mr. Warren. In your statement, you referred to various complaints 
received from forwarders in connection with the administration of the 
Bland Act. You indicated in the statement that some forwarders 
had considered the Bland Act a kind of bill of rights. Would you 
further comment on this and the effect of this complaint? 

Mr. Morse. I prefer to have Mr. Spencer do that, because he is 
more closely connected with that. 

Mr. Spencer. I believe in reply that the complaints nowadays are 
aimed particularly at the Department of Defense practice; that in the 
past there have been a good many representations which indicated 
the forwarders believe that this act and order had some compulsion. 

Mr. Warren. To participate in all military shipments? 

Mr. Spencer. That would be putting it perhaps a little too strongly, 
but certainly our files contain indications that in the past there were 
those who believed that this was as the Administrator said, a bill of 
rights to see that forwarders were employed. I meant to convey the 
idea that I believed the later representations have omitted any con- 
tention that they should handle strictly military cargo, but have em- 
phasized more the civilian types of cargo which are handled by the 
Department of Defense. 

Mr. Warren. Are these complaints current? 

Mr. Spencer. I wouldn’t say that they are right now. They come 
in waves, sometimes. 

Mr. WarrkEN. Registration is required, as you have stated, to par- 
ticipate in Government shipments. Does the agency have any dis- 
cretion in selecting those on the registered list presented to it by the 
Maritime Administrator? 

Mr. Spencer. That was determined after the order was published 
or at the time the order was published in 1949. The discretion rests 
with the administering agency. It is our understanding that usually 
the administering agency takes the firms in rotation at any given port, 
but there is no compulsion by us that they do it like that. 

Mr. Warren. You have stated that it is the position of the Ad- 
ministrator that forwarders are not required to be used in cases where 
their use would be unreasonable, or to the disadvantage of the 
Government. 

Do you interpret your present position as requiring the use of for- 
warders under General Order 70 in cases where it is reasonable to 
use them 

Mr. Staxem. I think the answer to that is that the discretion will 
always remain with the agency servicing the shipment, and we have 
not stepped into that field. We have left. that entirely to the agencies 
themselves. 

Mr. Warren. You have stated this morning that the former 
Commission, and even its successor, has re peatedly advised Congress 
that this act lacks ascertainable statutory standards and that it 
should be amended. Is that correct? 

Mr. Morse. Yes, we have called that to the attention of ete 

Mr. Warren. This is a matter that Congress has heard about 
before, through reports? 
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Mr. Morse. Yes, sir. 

Mr. Warren. My next question concerns General Order No. 70. 
Under this order, has the Administrator, or its predecessors, ever 
interpreted the order to require the use of forwarders on Government 
shipments? To clarify that question, I notice that in the original 
order, and I quote from the order: 

The Commission finds that it is appropriate in the public interest that cargoes 
exported pursuant to the Foreign Assistance Act of 1948 and other statutes pro- 


viding for the relief and rehabilitation of foreign countries, shall be forwarded 
through the facilities of private freight forwarders in accordance with the rules 


Quoting from another part of the order, in its original context: 


The aforementioned agencies and persons shall use the services of private 
freight forwarders for the forwarding of such supplies in accordance with ordinary 
commercial practice except where emergency conditions make such use impossible. 

In regard to this later statement which is contained in General 
Order 70 in its original context, do you believe that this is mandatory 
language requiring the use by the agencies of forwarders or is it 
discretionary language? 

Mr. Morse. I would rather not express an opinion on that, Mr. 
Warren. But you will recall that in my statement I said at page 10: 

The require ment to use private forwarders was relaxed in June of 1950 by 
amendment No. 2 to General Order 70 as follows:. 

Mr. Warren. That answers my question. 

Mr. Morse. That would indicate that our activity prior to that 
time was on the mandatory side. 


Mr. Warren. I now read from the 1950 amendment to General 
Order 70 


The aforementioned agencies and persons shall use the services of private 
freight forwarders for the forwarding of such supplies in accordance with ordinary 
commercial practice except where existing conditions make such use unreasonable 


or impracticable 


In the light of the quoted amendment, does the Administrator 
construe that agencies must or shall use forwarders in cases where it 
is reasonable for such agencies to use forwarders? 

Mr. Morse. No, we still leave or consider it is up to the sound 
determination of the agency itself to make its own determination. 

Mr. THompson. Do you feel, Mr. Morse, that the language of 
this amendment is adequate to express the views of the Adminis- 
tration? 

Mr. Morse. At least 3 of the 4 agencies that we contacted on the 
question replied to us that they had no trouble in understanding the 
intent, and that they did not construe it as requiring mandatory 
use of the forwarder. 

Mr. THompson. The language could have been made more clear. 

Mr. Morse. It could have been. 

Mr. Warren. When was it first called to your attention that some 
agencies considered that the order constituted a requirement? 

Mr. Morse. In the GAO report of this year. 

Mr. Warren. Does the Administrator consider it a part of his 
duty under the Bland Act, to ascertain whether or not Government 
agencies have a need for forwarders under this act? 


Mr. Morse. That is a rather difficult question to answer, Mr. 
Warren. 
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Mr. WarREN. Yes, sir. 

Mr. Morse. Yes, I think it is part of the Administrator’s duty 
under the act, under the Bland Act. 

Mr. WarrEN. Has the Administrator carried out this duty? 

Mr. Morse. I personally have not done so, but Mr. Spencer is in 
frequent contact with the other agencies of Government who have 
occasion to use forwarders from time to time, and does make informal 
inquiries anyway of the extent that they are using forwarders. 

Mr. Warren. Aside from the General Accounting Office and the 
Maritime Administration, are there any other agencies who are check- 
ing into whether or not forwarders are needed on Government ship- 
ments? 

Mr. Morse. I would think they are the only two agencies that would 
delve into that problem. 

Mr. THompson. Have you ever made representations to any 
agency which uses forwarders, that in vour opinion, certain activities 
involving forwarders were unnecessary ? 

Mr. Morse. To the best of my information, we have never made 
any such representation. 

Mr. WarrEN. Do you know of any instances where use of any for- 
warders today are unnecessary? 

Mr. Morse. That is primarily within the sound discretion of each 
of the individual agencies, and I suppose turns in part on the facilities 
and personnel within the agency, whether it is desirable to use a 
freight forwarder. 

Mr. Warren. The act requires certain reports. Is it necessary 
under existing law to file these reports today? 

Mr. Spencer. It was necessary to file a report under the act every 
4 months, until that requirement was repealed, rather recently. 

Mr. Warren. The present position of the Administration is that the 
Bland Act requires amendment in order to better define the responsi- 
bility of the Administration. 

Mr. Morss. Yes, to clarify the responsibility of our agency and the 
extent of its obligations. 

Mr. Warren. Mr. Chairman, I have no further questions in con- 
nection with the Bland Act or General Order 70. 

Mr. THompson. Does that conclude the questions you have? 

Mr. Warren. No, Mr. Chairman. I have further questions which 
concern the Shipping Act of 1916 and General Order 72, implementing 
that act. 

Mr. THompson. Counsel may proceed so that the record will show 
continuity. Then we may ask whatever questions we wish. 

Mr. WarreEN. You referred to docket 765 in your statement which 
is now pending consideration by the Federal Maritime Board. 

What is the date of the order on this docket? 

Mr. Morssz. About the middle of 1954; I think we can identify the 
exact date. The date of the order was October 6, 1954. 

Mr. Warren. And that investigation is still pending consideration? 
As a matter of fact, did you not notify this subcommittee that you 
would defer consideration of that investigation pending our inquiry? 

Mr. Morse. I have no recollection of any such advices being sent 
to this committee. 

Mr. Warren. We understood from a letter addressed to Mr. 
Bonner that in the light of the fact that our subcommittee would study 
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s f se problems, the Maritime Board would defer consideration / 
ket 765. Am I wrong? 
M \Lorse. My recollection is that the letter had reference to 
posed amendments to General Order 70 and that we would defer 
¢ up that matter until after this committee had conducted its 


Mr. Warren. I think you are right. In your statement you re- 
to the fact that the Federal Maritime Board was considering 
sing ‘ rene ral ( Irder iz. Would you care to comment on the possible 


Mr. Morse. No; I think it would be premature; Mr. Warren. 
\fr. Warren. You state that General Order 72 has cured some of 
ses in connection with forwarding activities. Do you know 
ises W it has not cured? 
; Morse. Well, that is an area that I should not go into, it 
: sto! Mr. Tibbott is here and Mr. Spencer, if you wish to 


Mr. ¥ Is Mr. Stigler here? 

} ’ se. Mr. Stigler 1s | e also. 

Mir. Warren. I will cover that late On page 5 of your testi- 
t in dockets 718 iil 719, the Board has stated 


es could make rules an regulations to assure that 

ve will not be paid under circumstances which would violate 
] understand that the position of the Board is that it is 

» make rules pertaining to earned or unearned 


rou state further in vour statement: 
recoing quote is the answer to the question, ““‘when is broker- 


» Boar d’s answer; namely, that it is 
system to devise reasonable rules in regard to 

is earned or unearned? 
r specific meer s is a rensy the subject of these 
: ich are pending before the Board, and I should not be 





a tT” u £ 
ir. Warren. Mr. Morse, vou state: 
ssing these problems it is to be borne in mind that in respect 
< : : freight forwarder, while performing for the shipper the 
r : t : e in docket 621 1 for which services he is paid a frei 


shipper also performs services which are said to be perfé a 





r t arrier pays him 1% percent and upward of the 
ght as brokerage: Funcamentaliv, the question is whether these resid- 
stitute brokerage within the intent and meaning of the 


\Miy question is: Has the Board interpreted for what brokerage 


Mir. Morse. There are two or three Board decisions on the question. 
iN s a final interpretation or not I just do not know the 


nswer to that. Even the lawyers themselves cannot agree as to 
whether that is a final determination. 
Mr. Warren. So you are stating that the present position of the 


se. 1 am not stating any position for the Board, Mr. 


in dockets 718 and 719, the Board stated, 





ihe over 
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To assure that brokerage will not be paid under circumstances which will violate 
the act, and only to freizht forwarders who have, in fact, earned brokerage by 
actually securing or booking the cargo for the ship. 

Is not the Board in this instance stating that brokerage is earned for 
securing or booking cargo for the ship? 

Mr. Morse. If that was the ruling in that Board decision or if 
that was just dicta, I am not sure. 

Mr. WarREN. Was docket 645 dicta or a ruling when the Com- 
mission stated that “brokerage is compensation for securing cargo 
for the ship’’? 

Mr. Morse. I am going to reserve my right as Board Chairman to 
refuse to answer this sort of inquiry. We have Mr. Beach and Mr. 
Tibbott and Mr. Stakem here who are employees of the Administration 
and you are free to ask them any question of that character that you 
wish. I do not think that I, as Board Chairman, should be asked 
to answer that sort of inquiry. 

Mr. WarREN. I appreciate your position, Mr. Morse, and when 
T address a question to you, I actually mean to infer that any one of 
your assistants who is present can answer the question, and I wish 
that they would. 

Mr. Beacn. My name is John Beach. I am in the Legal Division 
of the Maritime Administration. I think you have different lawyers 
taking different opinions as to what the Board held in 645. In fact, 
T have seen them take different positions on it. The Board neverthe- 
less said ‘‘brokerage is compensation for securing cargo for the ship.” 
It repeated that definition in 657 and said: “In 645 we defined broker- 
age as compensation for securing cargo for the ship.’ 

In docket 718, the Board said, as Mr. Morse stated in his opening 
statement, conference lines may make rules and regulations “‘to assure 
that brokerage will not be paid under circumstances which will violate 
the act, and only to freight forwarders who have, in fact, earned broker- 
age by actually securing or booking the cargo for the ship.” 

It seems to me that those words speak for themselves and that while 
you might have arguments as to whether or not they were holdings of 
the Board, they are clear and must be taken at their face value. 

Mr. WarreEN. In your statement, Mr. Morse, you refer to the fact 
that— 


We do not think it would be practicable to establish special regulations covering 
the payment of brokerage to forwarders by subsidized carriers which would be 
different from the regulations to be observed by other common carriers. 

Do you think that it would be practicable for the Board to provide 
a regulation which would not be a special regulation but one which 
would apply to all lines whether subsidized or unsubsidized in connec- 
tion with this problem? Does not the Board have authority over all 
lines under the Shipping Act of 1916 to devise such a rule? 

Mr. Morse. They do have jurisdiction over all common carriers. 
As to the practicability of coming up with an all-inclusive definition, 
the difficulty is in coming up with a definition which will cover all 
possible sets of facts. That is a matter which is under discussion 
within the agency at the present time in docket 765 and possible 
revisions of General Order 72. 

Mr. Warren. My question was directed at this thought, Mr. 
Morse. I did not understand the reason why it was incorporated in 
your statement that it would be impracticable to establish regulations 
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covering the payment of brokerage to forwarders by subsidized 
carriers when, I believe, this problem relates to all carriers whe ther 
subsidized or not and that the Shipping Act applied to all carriers? 

Mr. Morse. It does regulate all common carriers. The only 
reason for putting that comment in was the General Accounting 
Office comment that subsidized lines were spending millions of dollars 
for brokerage and that indirectly affected the Government’s recapture 
position with the subsidized lines and I was suggesting there that it 
would be unwise to set up a special set of rules applicable only to 
subsidized lines because they are in competition with everyone else 
and have to be treated on the same basis as everyone else. 

Mr. Warren. Yes, sir. I understand. Mr. Morse, on next to 
the last page of vour statement, vou refer to the fact and I quote: 

This could mean that a large volume of revenue is an important factor in 
determining the recapture position of a line and that brokerage may be one of the 
means by which a large volume of revenue is obtained. 
[ take it that you are saving that one of the means in obtaining a large 
volume of revenue is through the payment of brokerage; is that correct? 

Mr. Morse. That may be one of the factors. 

Mr. Warren. Are there other factors? If so, would you care to 
name some? 

Mr. Morse. The activities of their freight solicitors; their contacts, 
the lines contacts with various big shippers rs; the efficiency of their 
ope ration, whether they run a regular efficient service; all things of 

iat character. 


“Mr. Warren. On the last page of your statement you state and I 


rita: 
quote 


The 4 lines which made the largest payments of brokerage, Lykes, Grace, 
Mc ore ~MecCormack, and United States Lines who altogether paid $1,282,000 in 


rokerage or almost 60 percent of the total amount paid by the subsidized lines 
ulso the 4 lines which are in the strongest recapture position. 


When you stated that these four lines make the largest payments of 
brokerage, did you mean that they pay brokerage at differing rates 
r at a greater rate than other lines? 
Mr. Morse. No, I did not mean to intimate that at all. I meant 
aggregate amount of brokerage payments. 
\ir. Warren. Then are you saying that because these four lines 
da larger amount of brokerage that they correspondingly obtained 
larger amount of revenues or business? 
Mr. Morse. Not necessarily. It happens that these are four of the 
argest subsidized lines, so it follows that normally they would carry 
e largest volume of freight and therefore they would normally 
he largest amount of freight brokerage. 
[r. Warren. That is what you meant? 
[r. Morse. Yes, sir. 
ir. Warren. Is there any economic incentive for a forwarder to 
f e line against another? 
Mr M orse. It is an obvious economic incentive if one line will 
f to pay brokerage while another line will pay 14 percent and 
will pay 24 percent. 
Mr. Warren. But, are not the conference lines paying the same 
te brokerage according to the custom of the trade? 
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Mr. Morse. By and large, the answer would be in the affirmative 
although I am sure some conferences have no rules fixing the mini- 
mum or maximum on brokerage. 

Mr. WarrREN. I ask the question again: Is there any economic 
incentive on the part of a forwarder to prefer Grace Lines over 
Moore-McCormack Lines or Lykes over another line? 

Mr. Morse. None if they paid the same rate of brokerage. 

Mr. Warren. Now, let us examine some of the background prob- 
lems concerned with the regulation of forwarders and brokers. Has 
the Board defined what a forwarder is? 

Mr. Morse. Yes, sir. In docket 621, I think, as set out in my 
statement at page 2. 

Mr. Warren. Has the Board, through its Chief of Regulation 
Office, defined in any general order what a forwarder is? If so, would 
you read such definition for the benefit of the committee? 

Mr. Morss. That is in General Order 72, article 244.1, where there 
is a definition of a freight forwarder. Do you wish me to read it? 

Mr. WarrEN. Please. 

Mr. Morss (reading): 

A freight forwarder is any person engaged in the business of dispatching ship- 
ments on behalf of other persons, for a consideration, by oceangoing vessels in 
commerce from the United States, its Territories or possessions to foreign coun- 
tries, or between the United States and its Territories or possessions, or between 
such Territories and possessions and of handling the formalities incident to such 
shipments. This definition includes independent freight forwarders, common 
carriers, manufacturers, exporters, export traders, manufacturers’ agents, resi- 
dent buyers, commission merchants and other persons when they engage for and 
on behalf of any person other than themselves, in return for a consideration, money 
or otherwise, in the aforementioned activity. 

Mr. Warren. Thank you. 

What type of forwarder is the Board interested in regulating? 

Mr. Morse. We require that all persons who engage in the business 
of forwarding shall register with the Board. 

Mr. WarreEN. Engaged in the business of forwarding for others or 
for themselves? For others. Is that correct? 

Mr. Morse. Yes. The freight forwarder is a person who conducts 
these various activities in return for a consideration, money or other- 
wise, on behalf of other persons. 

Mr. Warren. I take it then from the definition that the kind of 
forwarder which the Board is interested in regulating is a forwarder 
who engages in forwarding activities for other persons and who also 
receives compensation. 

Mr. Morse. That is correct. 

Mr. Warren. Under what authority does the Board regulate 
forwarders? 

Mr. Morse. The Shipping Act of 1916. 

Mr. Warren. And that is by virtue of a Supreme Court decision 
of the United States, the American Union Transport case which 
interpreted forwarder as coming within the purview of the act; is that 
correct? 

Mr. Morse. In substance, I would say that is it. 

Mr. Warren. Has the Board ever defined a broker? 

Mr. Morse. There has been at least one Board decision which held 
that the Board had no jurisdiction over a broker or over brokerage. 
Mr. Warren. Does the Board regulate in any manner brokers? 
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Mr. Morse. Brokers themselves? 

Mr. Warren. Yes, sir; by indirection. 

oo Morse. Certainly not directly and indirectly only to the 

tent of approving or disapproving steamship co1 iference regulations. 

a WARREN. So by virtue of conference agreements subject to 
section 15, relating to the payment of brokerage or to the prohibition 
thereof, the Board regulates brokers? 

Mr. Morse. It has to a very limited extent, I would say. 

Mr. Warren. Has the Board ever defined the legal status of a 
forwarder? 

Mr. Morse. He is another person subject to the 1916 act. 

Mr. Warren. Is he an agent? Is he an independent contractor? 
What is he? 

Mr. Morse. I think they say he is an independent contractor 
acting as an agent for a shipper. 

Mr. Warren. He is a type of agent, then. Why do you call him 
an independent contractor? 

Mr. Morse. Well, I think he is fundamentally independent of the 
shipper and his activities, the results of his activities are all that the 
shipper looks to and he does not look to the specific means that he 
follows to have the shipment moved in foreign trade. 

Mr. Warren. Are brokers and forwarders —not custom or charter 
brokers—usually the same person? 

Mr. Morse. ‘Ordinarily i in these activities they are the same person 
who collects a freight forwarder’s fee from the shipper and a brokerage 
from the carrier. 

Mr. Warren. Is it possible, then, to be a broker without being a 
forwarder? 

Mr. Morse. Oh, ves. ant possible. 

Mr. Warren. If it is, the Board would not regulate the broker 
because you _ ave stated it has no jurisdiction over brokers. 

Mr. Mors . That is correct. 


Mir. Warren. Docket 171, decided in 1936, seems to recognize that 
warding functions and brokerage functions are separate functions. 
Is that correct? In other words, does the Board today, by virtue of 
t docket or any other docket, recognize that brokerage and forward- 


y 


ng functions are distinct or that brokerage functions are performed 


he carrier, and forwarding functions are performed for the 
shipper 
Mr. Morse. I would assume that on the basis of these Board 
decisions since the freight forwarder’s fees are paid by the shipper the 
forwarding functions were performed for the shipper, and since 
} | f 


rokerage fees are paid by the carrier the brokerage services are 
performed for the carrier, so that there would be a separation of the 
ether they are acting as a broker or acting as a forwarder. 
Mr. Warren. You recognize that even though the same person 


performs the ne that they are separate? 
Mr. Mo ae is my understanding of the Board decisions. 
Mr. Wa In the American Union Transport case, counsel 
for forwarders contended that forwarders must arrange the necessary 
space with the steamship companies, and in so doing they act as 
agents of shippers. Do you agree with that? 


Mr. Morse 


rr 


I do not think it is desirable or necessary for me to 
ee or disagree, but in my statement you will see that the Board. 
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in docket 621, stated that ocean freight forwarders perform on occasion 
the following services: 

Examine instructions and documents received from shippers 
port; prepare export declaration; book cargo space * * * 

Mr. Warren. Mr. Morse, I realize that. My question was 
directed as to whether or not in representing this ship per, which the 
forwarder we have stated does, must he pursuant to his agency, 
arrange or book space on an ocean carrier? 

Mr. Morse. I think that is a question which should be answered 
by Mr. Tibbott. 

Mr. Warren. I repeat that any question that Mr. Morse does not 
desire to answer and which you feel that you can answer, I would 
appreciate an answer. 

Mr. Tissortr. I have not identified myself as yet. Mv name is 
Lloyd Tibbott, Chief of the Regulation Office of the Federal Maritime 
Board. 

Would you mind reading the question back? 

Mr. Warren. The question was: Acting as agent of a shipper does 
it necessarily follow that as one of his duties a forwarder must arrange 
space on an ocean liner? 

Mr. Trssorr. If I understand your question, it is, can a forwarder 
perform forwarding functions and still not book the cargo or arrange 
for space on the ocean liner? Is that what you wish? 

Mr. Warren. No, sir. My question was directed to whether or 
not a forwarder must book space on an ocean carrier under his agency 
acting for the shipper in order to carry out that agency? 

Mr. Tissorr. I think that he can perform many services that are 
enumerated here for the shipper without actually booking the space, 
and that the shipper may actually book the space himself. 

Mr. Warren. I am assuming a case where a forwarder is designated 
by a shipper and the shipper authorizes him to arrange for and book 
space? 

Mr. Trsrortt. In that case, then, of course, it would be in the dis- 
charge of his duties. He would arrange for the space. 

Mr. Warren. And doing that, would he be doing it for his principal? 

Mr. Tissorr. He would be doing it for the shipper. The shipper 
has asked him to arrange for the space. 

Mr. Warren. That was my question. 

Mr. Tissorr. Definitely. 

Mr. Warren. Now, getting to another part of this decision. In a 
footnote to the Supreme Court decision, the Court observed that 
forwarders also act as freight brokers on the same shipment and 
receive brokerage fees from carriers. Does this mean that forwarders 
receive compensation for booking or arranging space from both 
shippers and carriers? 

That case recognized, to clarify my question, that a forwarder may 
also act as a freight broker and, as such, on the same shipment he 
may receive a brokerage fee for his service. 

My question in relation to that was, does this mean that forwarders 
are being compensated at both ends for the same service, booking 
and arranging of space on the same shipment? 

Mr. Trspsorr. I am only en ing for myself in this and without 
the backing of the Board, but if that, for example, were the main 


: order cargo to 
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service and the only service he performed where there was one action, 
where he picked up the telephone and booked the cargo at the direc- 
tion of the shipper, and because he booked it with the ship on the 
basis of that one telephone call, if you assume that those are the 
facts, I think, yes, he would be being paid by both for a single action. 
One action would be, of course, performed for the shipper, and the 
other would be performed for the carrier. 

Mr. Warren. That answers it. 

Mr. Tissotrr. But there are many shades in fairness which I 
assume that both the carrier and the forwarders later on will amplify 
on. There are many shades besides that one simple transaction. 

Mr. Warren. I realize that, Mr. Tibbott. I am trying to de- 


velop some basic background and I think you have answered the 
question. 


Mr. Trssorr. Thank you, Mr. Warren. 

Mr. Warren. If we state that brokerage is compensation for secur- 
ing and booking cargo on ocean liners, then does it not follow that this 
is a brokerage function? 

Mr. Trszotr. Yes, sir. 

Mr. Warren. Suppose that a forwarder prepares an ocean bill of 
lading. We know, of course, that under the Jaw it is the duty of a 
carrier to fill out the bill of lading in certain circumstances. Now, 
my question is, if we assume that the law states that a carrier must 
fill out the bill of lading, should not the carrier compensate the for- 
warder for this service if he prepares it? 

Mr. Trssotr. That is a way to oversimplify it, because the law 
also imposes a requirement on the shipper that he furnish in writing 
to the ship the details and particulars as to the shipment. Now, the 
simplest way, of course, is for the shipper or his agent, the forwarder, 
to fill in those particulars in writing on the bill of lading and submit it 
to the carrier for signature. It is a dual operation. It saves the 
shipper from making a separate writing, description of the cargo, and 
it saves the carrier from writing it in. It is a service, in effect, that is 
performed for both. 

Mr. Warren. So you are saying that despite the law, which appar- 
ently imposes a legal obligation on the carrier to fill out a bill of 
lading—to issue a bill of lading stating certain things—that this is a 
service that benefits both parties? 

Mr. Trssorr. Yes, sir; it is a service to both parties. There is no 
evasion of the law, though, sir. 

Mr. Warren, I believe, in docket 657, the Board has stated that 
one of the services of benefit to carriers is the preparing of the bill of 
lading often done by forwarders. Now, if that is what the Board has 
said, does the Board consider that a forwarder should receive com- 
pensation for this service? 

Mr. Trssorr. I cannot answer that because I am not aware that 
the Board has said that they should not. 

Mr. THompson. The Board did not say that they should not. The 
Board said that it was a service often done for a carrier by a forwarder. 

Mr. Trssorr. That is correct. 

Mr. Warren. Mr. Tibbott, I will ask you this question while I am 
trying to locate the pertinent language in the decision. 

As Chief of the Regulation Office of the Federal Maritime Board, 
do you consider that this is a brokerage or a nonbrokerage function? 
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Mr. Tissotrr. That is a hard question. Frankly, it is one that |] 
think the carriers could best answer. They are the ones that pre- 
sumably are accepting this service there. There is no doubt about it. 
The only thing I can answer is that there is no doubt that it is a 
service for the carrier and a benefit to the carrier. He could in every 
instance be called upon to have his billing department write out all 
the details of the bill of lading. When he has a completed document 
prepared for him, which he has just to check and sign, that is definitely 
of benefit to the carrier. 

There is also the requirement of law that the shipper furnish to the 
carrier in writing the particulars which the carrier would insert on the 
bill of lading. That is in the Carriage of Goods by Sea Act. Knowing 
a forwarder performs both of those functions, by preparing the bill 
of lading, as a matter of fact the shipper himself frequently, if he 
does not use a forwarder, will prepare the bill of lading himself and 
submit that to the carrier and that, of course, has in writing the 
particulars of the shipment as required by the Carriage of Goods by 
Sea Act. 

The carriers then save the difficulty and trouble of writing out the 
bill of lading. He could be forced to do that, very true, but it is a 
service for him. Whether to say that because it is a benefit to him 
it is a brokerage service, why, I just do not feel that I can answer 
that, sir. 

Mr. WarreEN. I asked that question because somewhere in the 
decision, and it seems that I cannot locate it at the present time, the 
Board has indicated that one of the services for which carriers should 
compensate forwarders is the filling out and preparing of the bill of 
lading. The Board seemingly recognized in that decision that this 
was a compensable function performed by forwarders for carriers? 
I wondered therefore whether or not you felt that this service should 
be paid for in the brokerage commission? 

Mr. Trssorr. I feel that I cannot answer it. I do not recognize 
and I do not recall the decision to which you refer. There was a 
report in, I believe, 621, and possibly again in 657, one of those two, 
where there was reference to the fact that there were various services 
which it was claimed a forwarder performed for the carrier, but I do 
not think 

Mr. WarrEN. That decision mentioned the bill of lading? 

Mr. Trissort. I believe that enumerated that the preparation of 
the bill of lading was one that claimed to be a service for the carrier 
there. 

Mr. Warren. By the Board in the decision? 

Mr. Tissorr. I think that is correct, but I do not recollect any 
finding on the Board’s part that that was compensable by brokerage. 

Mr. Warren. I realize that the Board has not stated that the 
preparation of a bill of lading is compensable by brokerage, but 
the Board has indicated that one of the functions which a forwarder 
performs for a carrier is the preparation of the bill of lading. 

Mr. Trssorr. That is a very definite benefit. 

Mr. Warren. If that is true, granted that the Board has not 
decided the question, do you consider that this should be included in 
the brokerage, or do you consider that the preparing of a bill of lading 
should be compensated according to reasonable value? 
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Mr. Trrsorr. I will have to possibly avoid a direct answer because 
I explained earlier that the shipper himself may prepare the bill of 
lading the same as the forwarder would. 

Now, if you paid the shipper brokerage because he prepared the bill 
of lading, I think that he would certainly be getting a rebate whether 
you were going to make a stipulation in the tariff that every shipper 
who prepared a bill of lading and submitted it would be paid 1% 
percent or 5 percent or 2 percent. Presumably that would be open 
and all would be tre: ated equally; if the circumstances showed that 
that would be a proper tariff provision under the tariff provisions, 
naturally. 

Mr. Warren. The main part of my question was directed at 
whether or not the carrier should pay reasonable value when a for- 
warder prepares a bill of lading assuming ‘that it is a carrier’s function 
or service of benefit to a carrier. 

Mr. Tissorr. Again, I feel that that is primarily for the carriers 
to decide until the Board comes out and speaks and if the Board were 
to come out with a decision that that was not a proper brokerage 
service, | would be bound by that. 

Mr. Waiy:=n. I realize that, Mr. Tibbott. 

Mr. Chairman, I wanted to get into another subject relating to the 
Shipping Act of 1916. Does the subcommittee desire to continue for 
a period of tine past 12 o’clock or does it desire to adjourn at 12 
o’clock for the afternoon session? 

Mr. Tuompson. It is the opinion of the Chair that we would like 
to conduct the hearings at the convenience of the people who have 
kindly come to testify and to attend the hearings. If it is agreeable 
with the members of the subcommittee and the witnesses, and only a 
matter of 15 or 20 more minutes, I suggest that we continue. 

What is vour feeling on that, Mr. Morse? 

Mr. Monrss. We are agreeable. 

Mr. War-:ex. I feel that some of my questions might involve a 
period longer than 15 or 20 minutes. I will proceed, Mr. Chairman. 

Will you explain to us the general theory behind section 16? At 
what is it aimed? 

Mr. Morse. Well, fundamentally, it is intended to see that every 
shipper receives identical treatment and every carrier receives identical 
treatment, that there be no favorites among shippers by giving them 
special rates and things of that sort, and that there shall be no special 
rates obtained by means of false or improper billing. 

Mr. Warren. You mentioned shippers and carriers. Do you 
also include forwarders in section 16? 

Mr. Morse. That would apply to the section 16. Freight for- 
warders are specifically mentioned in section 16. 

Mr. Warren. Brokers are, too, are they not? 

Mr. Morse. Yes, sir. 

Mr. WarrEN. So you are stating that the theory behind section 16 
is to insure equality and nondiscrimination between shippers, between 

carriers, between forwarders, and between brokers in regard to their 
charges and transportation rates; is that correct? 

Mr. Morse. | think that is the purpose of section 16, yes, sir. 


Mr. Warren. Do you feel, sir, as Chairman of the Federal Mari- 
time Board, that this is a sound law? 
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Mr. Morse. Well, aside from my position as Chairman of the Board, 
I think it is a sound law. 

Mr. Warren. I would like to ask you some questions in order to 
better understand section 16. Under this section, suppose, hypotheti- 
cally speaking, that a carrier remits to a shipper a part of the published 
transportation rate. Is that a violation of section 16? 

Mr. Trssotr. May I answer that, Mr. Warren? If he remits a 
portion to all shippers, it would not be a violation of section 16. If 
he remitted it to some and not to others, it probably would be a 
violation. It is not unusual, as you probably know, for a freight rate 
to have a surcharge imposed on it. Later on, that surcharge may be 
taken off of the freight rate. 

When you remove the surcharge, for examp ile, vou are, in effect, 
civing a rebate to all ew but you are giving it to all shippers. 

Mr. Warren. If a carrier remits to the shipper any part of the 
freight the shipper paid him, and if this is not a uniform practice, is 
that a violation of section 16? 

Mr. Tissorr. I believe it would be found to be a violation of section 
16. 

Mr. Warren. Why? 

Mr. Trssorr. Because he would probably violate section 16 on 
two counts there. One would be that he is making an undue or 
unreasonable preference or advantage to a particular person. That 
is section 16 first, and, second, he would be allowing a person to obtain 
transportation at less than the regular rates through the use of an 
unfair device or means. 

Mr. Warren. So you are saying it violates the spirit of section 16 
and creates discrimination, and so forth? 

Mr. Tissorr. Yes. 

Mr. WarrEN. Now, let us go to another case. If a carrier remits 
to a freight forwarder who is a shipper, consignee, seller, or purchaser, 
or who owns a beneficial interest in the goods, any part of the pub- 
lished transportation rate, is this a violation of section 16? 

Mr. Tiszort. I think it is; yes, sir. 

Mr. WarreEN. This is incorporated as a matter of fact in rule 224.13 
of General Order 72? 

Mr. Tissort. Yes, sir. 

Mr. WarrEN. You say that is a violation? 

Mr. Tipsort. Yes, sir. 

Mr. WarreEN. Do you say it is a violation on the same theory we 
carlier mentioned? 

Mr. Trszorrt. Yes. 

Mr. Warren. Now, General Order 72 mentions a seller in this case. 
Does the act itself, section 16, mention seller or is this an interpretive 
rule of section 16? 

Mr. Tisporr. Yes; I think it is an interpretive rule. 

Mr. Warren. Let us assume a case where we have two sellers. 
Seller No. 1 sells some goods to seller No. 2. Title passes. Thus, 
seller No. 1 in actuality ceases to be the seller, but he is selected to be 
seller No. 2’s freight forwarder. Can he act as seller No. 2’s freight 
forwarder under this rule? 

Mr. THompson. Counsel will withdraw that question. 

Mr. Tissort. I was going to say we had a similar question at one 
time and wrestled with it. 

70668—56——__3 
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Mr. Warren. The problem springs from general order 72. Let us 
assume a case involving one seller. This seller sells on a free-on-board 
basis to a foreign consignee purchaser and title, for this purpose, 
passes. Then, this seller is no longer a seller, Suppose he is selected 
to act as freight forwarder for the forei ‘ign consignee or purchaser. I 
am wondering under the rule, would that prohibit or disqualify him 
from receiving brokerage? 

Mr. Tisporr. He would certainly be in a doubtful category but 
right off hand without further study, I would say it probably would 
not disqualify him assuming that the free-on-board sale was, as you 
say, delive re | prior to the delive ‘ry of the cargo to the ship and that 
the original seller was not listed as the shipper or did not appear as the 
shipper or make the arrangements other than at the direction of the 
free-on-board buyer. 

Mr. Warren. Thank you. What is your reason for indicating 
that the last case would be in a doubtful category? 

Mr. Tissorr. Because there is extreme doubt that the relationship 
as between the seller who sold on an free-on-board basis, that he did 
not change his sales price and modify his price in recognition of the 
fact that he was going to receive brokerage or other compensation. 

Mr. Warren. We know that freight forwarders frequently appear 
as shippers for various reasons, that is acting as undisclosed principals, 
consolidating shipments. In consolidating ‘shipments he is represent- 
ing several shippers and appears on the bill of lading as shipper. 
We say that the act prohibits a rebate to a shipper. Do we say that 


the freight forwarder who acts as a shipper is disqualified from re- 
ceiving brokerage? 

Mr. Trsnorr. Yes; we do. 

Mr. Warren. On account of form? 

Mr. Trsnorr. If he is the shipper on the bill of lading he is forbidden 


to receive brokerage, but you have mentioned instances where he is 
the shipper for an undisclosed principal. I do not know of any 
stances of that nature. We do have instances where forwarders 
have taken a number of shipments; for example, they may have a 
ontainer going to some foreign destination. They put the goods of 
several shippers in that container but when they make up their bill 
f lading, while they show themselves as the shipper they show 
themselves as shipper as agent for, and they name the various shippers 
whose shipments are included in that consignment. They are pre- 
sumed to be the true shippers. 
Mir. Warren. I understand that forwarders, on occasion, appear as 
shippers on the bill of lading. 
ir. Trssnorr. But they appear as shippers and their name appears 
shippers’ section, but as agents, and the true shippers are 
esignated on the bill of lading. 
Warren. Certainly, he is not the true shipper and he may 
receive brokerage on such a shipment? 
‘fr. Tisporr. That is correct. They have done that. 
r. Warren. We know also that there are instances when for- 
warders finance shippers. I do not know the extent of this. I 
would actually feel that on the basis of my independent investigation, 
t is not done teo often. Under your rule, is that the type of beneficial 
rest which would deny a forwarder brokerage, or has it ever been 
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Mr. Tissorr. If I may mention it, that is one of the cases or one 
of the matters which is involved in 765 right now and it is one of the 
matters on which there is considerable discussion going on as to their 
ultimate conclusion of a clarifying amendment to General Order 72. 
It is in the process of clarification right now. 

If the forwarder financed the shipment and held title to the goods 
and no one could tell whether he would hold this title permanently 
or not, I would think that there would be very grave doubt as to 
whether he was entitled to brokerage. I think he has a beneficial 
interest in that shipment. That is up for determination right now. 

Mr. WarreEN. Would you say that if a forwarder earned brokerage 
according to your definition, he is entitled to it under the S 
Act of 1916? 

Mr. Tisporr. No, sir; I do not say he is entitled to brokerage. 
I do not think the Board has ever said they are entitled to brokerage. 

Mr. WarreEN. I do not understand. 

Mr. Trszorr. I do not think the act says he is entitled to brokerage 
or I do not think the Board has said they are entitled to brokerage. 
They have merely said that the carrier may pay the brokerage. 

I think General Order 72 points out the distruction. 

Mr. WarkEN. I agree with you. I did not mean to use the word 
“entitle.” My question was: Can an independent freight forwarder, 
who is not affiliated with the shipper in any way, receive brokerage 
if he earns it under the law? 

Mr. Trssorr. That is correct; yes, sir. 

Mr. Warren. Now, if a forwarder receives brokerage and splits it 
with the shipper, has the Board ruled that that would be a violation 
of the act? 

Mr. Trssort. I think that section 16 makes it a violation. 

Mr. WarrEN. Now, let us carry it further. Suppose that he does 
not split the fee but waives his forwarding fee, has the Board in- 
dicated that this is a violation of the act? 

Mr. Trssorr. Well, I have certainly indicated it as Chief of the 
Regulation Office. I have made that statement in writing on a 
number of occasions. 

Mr. Warren. On what theory do you believe that this, sir, is a 
violation of the act? 

Mr. Tisport. I believe it is a violation of the act in that the ship 
is paying for a service which is performed for the shipper and is pay- 
ing it for some and not for all. 

Mr. WarrREN. Do you believe that some of the brokerage or the 
transportation rate, is reverting back indirectly? 

Mr. Trssorr. Indirectly, yes, sir; I do. 

Mr. Warren. You do? 

Mr. Trissort. Yes, sir. 

Mr. WarREN. What would you call this type of violation? How 
would you categorize it if it is a violation? 

Mr. Trssorr. I would say it is an indirect violation and would be 
if it was not accorded to all—— 

Mr. Warren. Is it a kind of rebate? 

Mr. Tissport. Yes, sir; it is an indirect rebate. 

Mr. Warren. An indirect rebate? 

Mr. Tisporr. Yes, sir. 
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Mr. Warren. Now, let us take another case. Assume that he 
does not waive it but he reduces his forwarding fee. Is there any 
difference in that case and the previous case in regard to whether or 
not it would be a violation of the act? 

Mr. Trsport. It is a difference in degree only, I would think. 

Mr. Warren. Mr. Tibbott, when an independent forwarder does 
any of those things which I mentioned, either waives or reduces his 
fee, would you tell the subcommittee in your opinion against whom 
the discrimination might be? 

Mr. Trssorr. It might among other things discriminate against 
the shipper who either performs his own forwarding service and pays 
for it himself or against the shipper who makes use of a forwarder 
that does not waive his fee or reduce his fee. 

Mr. Warren. Would, sir, you consider that it might be discrimina- 
tion against forwarders themselves under the theory of section 16? 
Does the act cover that type of discrimination? 

Mr. Tissorr. Discrimination between forwarders? I cannot see 
if one forwarder reduces his fee for his particular client and another 
forwarder does not reduce his fee that that, in effect, would violate 
section 16. I do not see that there is any relationship established 
between the first forwarder and the second forwarder. 

Mr. Warren. Well, may I suggest this, we as an answer to your 
question but for you to consider. Would it be discrimination between 
forwarders on any possible theory if the reason the forwarder reduced 
his fee was to get business from another forwarder who did not reduce 
his fee? Have you heard about that? 

Mr. Trssorr. I have heard about doing that. I assume that it 
might be possible that they would do it but I do not see that it would 
be a discrimination between two forwarders if one forwarder reduced 
his fee to get business and the other forwarder chose not to reduce 
his fee. 

Mr. Taompson. I think the record should show here whether or not 
there are any regulations that would set forwarding fees 

Mr. Tisspotr. There are none, no, sir. 

Mr. THompson. So then it would be rather hard to determine as 
to whether he is actually reducing a fee or not if he makes a fee to 
fit every job | 1e does? 

Mr. Trssorr. Mr. Thompson is very, very correct. 

Mr. Tuompson. Proceed. 

Mr. Warren. Rather quickly, Mr. Tibbott, and I am certainly 
aware of your time, has the Board ruled that the waiving of forward- 
ing fees on account of broker rage is a violation? 

Mr. Trsspotrr. The Board has not specifically ruled on that. 
Mr. -WarREN. mn th he Office of Chief of Regulation indicated that 


Mr Tresor on 3 sir, it has. 
Mr. War . Has the Board ruled that the reducing of a fee on 


account of “se e is a violation? 


Mr. Trssorr. No, sir 
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Mr. WarrEN. Has the Office of the Chief of Regulation? 

Mr. Tisport. Yes, sir. 

Mr. WarrEN. Has the Office of the Chief of Regulation considered 
that it might be? 

Mr. Tisport. Yes, sir. 


Mr. WARREN Now, in regard to the Government acting as a 
shipper, has the Board ruled that if this happened on a Government 
shipment that it might be a violation? 

Mr. Trissorr. No, sir. 

Mr. Warren. Has the Board indicated to the Government agencies 
that the waiving of a fee by the forwarder on a Government shipment 
is wrong or contrary to the spirit of section 16? 

Mr. Tissorr. Well, I do not know that the Board has ruled on 
that, not by Board action. 

Mr. Warren. Has not either the Board or the Chief of Regulation 
taken a position that the Government should not be charged a fee? 

Mr. Tissorr. They have not taken the position that the Govern- 
ment should not charge a fee. They have taken the position that 
whoever receives the service should pay for it and they have also 
directed the attention of some of the Government agencies to the fact 
that the waiver of a fee or free forwarding on the part of a private 
commercial concern would probably violate section 16. 

Mr. Warren. On what theory has that been indicated in the case 
of the Government, the same theory as it is in the case of a private 
shipper? 

Mr. Trssortr. As I say, the Government’s attention has been drawn 
to the fact that if it was done with respect to private commercial ship- 
ment, it would probably be a violation of section 16. No finding or 
attempted finding has been made to the effect that if it were done for 
the Government that that would violate section 16. Of course, the 
Government is in a different position because the competitive ele- 
ment is presumed to be missing. 

Mr. Warren. If we assumed that the Government were interpreted 
to be in the purview of section 16, would you consider that when the 
Government receives free services and does not pay for them that it 
has violated the act on the same theory that you have indicated that a 
private shipper might be violating the act? 

Mr. Trssorr. Well, you have predic ‘vated that on the fact that the 


Government would be within the purview of section 16? 

Mr. Warren. Yes. 

Mr. Tissort. Yes, sir. 

Mr. Warren. Mr. Chairman, on this subject, I have no further 
questions. I have questions on other subjects which, 
cretion, I will ask at the beginning of the next session. 

Mr. THompson. Are the questions those which would require the 
answers of Mr. Morse or his appointed representative? 

Mr. Warren. I believe that some of the questions could be 
answered by Mr. Morse. 

Mr. Tompson. If it is all right, gentlemen, we will proceed until 
1 o'clock. 

Mr. Warren. I would like to proceed on the question of brokerage. 
We know that the Board has defined brokerage in a certain manner. 
It has been stated in your statement that it was defined as securing or 
booking cargo. Now, under this definition, would you say that a 


in your dis- 
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forwarder is entitled to collect brokerage in a case where a forwarder 
neither secures nor books cargo? 

Mr. Beacu. May I take that question? Historically, brokerage 
in the steamship industry is for securing cargo for a ship on the assump- 
tion that the carrier would not have obtained this particular cargo had 
it not been for the forwarder or broker who brought it to him. It is 
not compensation for miscellaneous services. It is the same idea as 
brokerage to a real-estate broker who has secured a buyer for a piece 
of real estate and I should say that under the present decisions of the 
Board a forwarder to earn brokerage would be required to secure a 
cargo for the ship. 

Mr. Warren. Then in answer to my question, are you stating that 
if a forwarder neither books nor secures cargo from a shipper that 
under the Board’s present decisions, as you observe them, he is not 
entitled to brokerage? 

Mr. Breacu. I would say he has not earned brokerage and to put 
it to a test, if he felt that he was entitled to brokerage from a carrier, 
and filed suit against the carrier for brokerage, I think the court 
would say “‘Under what theory do vou presume to collect brokerage? 
Is there any contractual relationship between the carrier and the 
forwarder for the payment of brokerage?” I do not know of an 

cases, offhand, but I presume that w ould be the theory under whic 
the forwarder would recover brokerage. 

Mr. Warren. Then, Mr. Beach, following that line of reasoning, 
would it make any difference to you, in your opinion, whether or not 
the shipper happened to be the Government? 

Mr. Beacn. Only to the extent that the Government is usually 
considered to be in a special category. Whether or not the Govern- 
ment is intended to be covered under the 1916 act is a question on 
which you will find differences of opinion. 

Mr. Warren. I realize that it has not been ruled upon by the 
Board as to whether or not the Government is encompassed in the 
act. My question is directed at this line of thought: If it is a fact, 
and I am not saying it is a fact, that on Government shipments that 
forwarders are not securing or booking cargo, are they entitled to 
collect brokerage on such shipments, in your opinion? 

Mr. Beacu. I should say that they would have no legal right to 
collect brokerage, to enforce the collection of brokerage against the 

carrier in those cases. 

Mr. Warren. Mr. Beach, or Mr. Morse, is there anything wrong 
if a carrier wants to pay brokerage to a forwarder who does not earn 
it? Now, I am not going into the question of what he has to do to 
earn it, but if we can hypothetically assume that he does not earn it, 
what do vou think is wrong with that under the theory of the Shipping 
Act or under any theory? 

Mr. Beacu. May I have that question again, please? 

Mr. Warren. Is there anything wrong with a forwarder collecting 
brokerage if we assume hypothetically that the forwarder does not 
earn brokerage? 

Mr. Beacu. I see nothing wrong with it if the carrier voluntarily 
pays it to him. 

Mr. Warren. Do you say that in the case of subsidized lines? 

Mr. Beacn. It is a question for the discretion of the carrier, I 
should say, but I think that if brokerage is paid indiscriminately, 
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you may find situations where this loose money in the industry may 
be a reason for some sort of an action to be taken to prevent its pay- 
ment except where it is earned. 

Mr. Warren. Then, are you inferring that for moralistic reasons 
if one does not earn a fee one should not be paid? 

Mr. Breacu. That is one of the theories; yes. 

Mr. WarreEN. Suppose a subsidized carrier pays unearned broker- 
age? Do you see anything wrong with that case? 

Mr. Beacu. Morally, perhaps yes, but let me explain that lines in 
foreign countries find it necessary sometimes to pay gratuities to cer- 
tain officials and the General Accounting Office has ruled that this is a 
matter of custom and in order to stay in business you have to make 
those payments. It may be morally incorrect, but it is a custom of 
the service. To that extent, brokerage in such cases might be re- 
garded as customary and necessary in order to stay in business. 

Mr. WarrREN. I have reference to the Merchant Marine Act of 
1936, namely, that subsidized lines should not incur unnecessary ex- 
penses. Now, if a subsidized line pays unearned brokerage, then, 
would not the Government’s recapture position be affected? 

Mr. Beacnu. Naturally, any payment is going to affect the Govern- 
ment’s recapture position. Whether or not it is a proper payment, I 
think is the question. If it is necessary to pay brokerage to get 
cargoes that you would not otherwise get to meet competition, it 
might fall in the same category as the payment of gratuities in foreign 
ports and be considered by the General Accounting Office as a neces- 
sary evil to the operation of the subsidized line. 

Mr. Morse. Let me speak as the Administrator on that. 

We police the activities of all the subsidized operators and try to 
keep down their overhead, try to keep down their administrative 
expenses, and things of that sort. If we found an item where they 
made payments voluntarily for services not performed—put it this 
way: a reasonable amount of Christmas gifts is not frowned upon. 
If this would be in the same category we would not frown upon it, 
but if it is a widespread thing which is sort of a giveaway deal, ob- 
viously we would be critical of the operator. 

Mr. THompson. Have you ever found such a widespread deal? 

Mr. Morse. We have not. 

Mr. Straxem. Of course, all of the cost of the subsidized operators is 
completely audited by Maritime and any expense that is found 
unnecessary or unreasonable would, naturally, be disallowed in the 
audit program. 

Mr. Tuompson. Do any of your offices make checks to see whether 
or not brokerage has been paid where shipments were not booked by 
the broker? 

Mr. Morss. Through our usual audit procedure, we check up on 
the payments of brokerage as well as every other item. 

Mr. THompson. It is a rather nebulous thing to find 6 months after 
the service is performed as to whether or not the broker has performed 
service. 

Mr. Morse. Yes 

Mr. Tompson. Have you had reports from any of the subsidized 
lines complaining that brokerage was requested of them where service 
was not performed? 
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Mr. Morse. Not to my recollection. In our recent inquiry from 
them the answer was to the effect that they had not paid brokerage 
in any instance where it was unearned. 

Mr. Toompson. They have stated that? 

Mr. Morse. Yes, sir. 

Mr. Warren. May I ask you what constitutes whether it was 
excned or unearned? Has the Board taken a position on that ques- 
tion? 

Mr. Morse. There has been no Board decision on this specific 
question. 

Mr. Warren. What is wrong with a line paying brokerage where 
it is unearned? Is there anything else wrong with an unearned 
payment? My question is directed to any type of discrimination 
under the theory of the 1916 act; namely, section 16. To be more 
direct, assume that one carrier pays brokerage and insures that 
brokerage is earned. On the other hand, assume another carrier 
pays brokerage that is not earned. Is there any discrimination in 
the transportation charges or rates between those carriers which 
would be in violation of section 16? 

Mr. Tissorr. Mr. Warren, if no part of the brokerage reverts to 
the shipper, then I would say there would be no violation of section 16. 
Of course, if any part of the brokerage reverts to the shipper, it changes 
the whole picture. 

Mr. Morse. Mr. Warren, I think that Mr. Tibbott is not generaliz- 
ing enough. It seems to me that if there are 2 carriers and 1 is very 
critical of the question of whether a brokerage is earned and another 
approves every bill whether earned or not, I think there is discrimina- 


tion between brolee rs, between the 2 carriers. 
Mr. Warren. That is what I was getting at. My next question is 


this: i ieendisien is before this subcommittee that certain Govern- 
ment agencies have devised methods to allow forwarders to make final 
bookings based upon a predetermined tentative booking which the 
agency suggests. If that is true, is it your opinion that this constitutes 
a bona fide booking within the spirit of the Board’s definition? 

Mr. Trssorr. I can only express my own personal views on the 
matter but it sounds to me as though that would be an evasion and 
the whole purpose of the booking would be an evasion. 


Mr. Warren. The Board has not indicated whether booking or 


Sei wz mean the same thing, or what is a securing and what is a 

Mr. Tisporr. No; they have not. 

Mr. Warren. Getting to the last phase of my discussion in regard 
to brokerage, I would like to direct attention to possibly what should 
be the test in di ri ng brokerage, and I realize that Mr. Morse cer- 
tainly would not be : position to answer this question. I am inter- 
ested, however, in asking questions which came bring out possible 

nsiderations in defining brokerage. I suggest three tests. 

Firstly, the benefit test 


lv, the primary b 


S enefit test 

lhirdly, the legal responsibility test 

Now, to be specific. Does the filling out and preparing of an 
xport declaration render service of benefit to both shipper and 
rrier, In your opinion? 

Mr. Trssorr. The mere preparation is the requirement of the 


1 


shipper and for the benefit of the shipper. However, pursuing the 
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matter further, after an export declaration has been prepared, it must 
be processed, it must be taken to the Bureau of Customs and 
authenticated and the authenticated copy is turned over to the 
carrier. 

Now, if the carrier attempts to lift the cargo without that authenti- 
cated copy of the export declaration in front of him, the carrier is 
subject to a heavy fine, so that if the duly authenticated copy of the 
export declaration is delayed, the carrier is in a predicament, so the 
expeditous production of an authenticated export declaration is 
definitely of benefit to the carrier, but the requirement that it be 
produced is one that rests upon the shipper. 

Mr. WarREN. So you say that it is a legal responsibility of the 
shipper to fill out and prepare the export de claration? 

Mr. Tisportt. Yes, sir; under the customs law. 

Mr. Warren. So by that test, you would conclude that the for- 
warder should not be compensated by the carrier since it is a legal 
responsibility of the shipper? 

Mr. Trssorrt. By that test; yes. 

Mr. Warren. By the benefit test you are stating that it is a service 
of benefit to both parties? 

Mr. Trssortr. Yes; that is correct. 

Mr. WARREN. Thus, there might be grounds under the benefit test 
for compensating a forwarder in brokerage. For whose primary 
benefit is it? Is that possible to determine? Would it be practicable 
to base a definition on primary benefit? 

Mr. Trssotr. Well, take your export declarations, of course, and 
the shipment could not move without that export declaration, so I 
would assume that the primary benefit would be for the shipper. 
The ship could not lift the cargo, that particular cargo, without that 
export declaration, but it would not keep the ship from lifting other 
cargo, so that I would say that if you are going to try to balance it 
off, the ship would be in the secondary position. 

Does that answer your question? 

Mr. WarREN. Yes, sir. You are realizing that this is a thing upon 
which reasonable men may differ? 

Mr. Tissort. Yes, sir; Ido. I am sure that they do. 

Mr. Warren. How about booking the cargo? Whose legal re- 
sponsibility is it to book the cargo? 

Mr. Tirssorr. That is a very difficult question to answer there, 
because the term “‘booking’”’ may be taken in a very narrow manner. 
Some cargo, as you undoubtedly know, is simply delivered to the 
steamship without any booking. 

Mr. Warren. Is it the responsibility of the carrier to book the 
cargo? 

Mr. Trssotr. To receive the cargo. 

Mr. Warren. To receive it? 

Mr. Trssorr. Yes, sir. 

Mr. Warren. Who takes the initiating action? Whose responsi- 
bility is it to initiate? 

Mr. Tissort. As I said before, some cargo is simply delivered to the 
carrier’s terminals by a shipper without any prior booking. 

Mr. Warren. Is that the usual case? 

Mr. Trssorr. That is not the usual case but it happens. 
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Mr. Warren. May I ask what is the usual case’ 
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Mr. Tissorr. The usual case is, I believe, for booking to be made. 
If I may add something i in the hope that it will be helpful and it does 
not involve my experience in the regulatory field, but for many 
years | was in the fleet operation part, in the traffic work there, as 
head of the European and Mediterranean trades, and we had great 
difficulty in establishing the steamship services in getting cargoes. 
That was particularly true from the gulf port in getting a break on 
the cotton movement. There were two major difficulties involved. 
One was an insurance differential that was set against the Govern- 
ment shipments and the other was the matter of brokerage. 

First they managed to overcome the insurance differential. Pri- 
marily they had to absorb it originally. Eventually, we got the 
differential ‘knocked out. 

Secondly, we had to give instructions to operators to pay brokerage 


to any forwarder who booked a cargo or who was designated by the 
shipper. 
t A 


Now, 
by the 
I ad rt 


‘ 


it so happened that some of the cargo was booked directly 
shipper or forwarder who performed many services and we 
ason to believe that the forwarder exerted enough control over 
movement of the cargo to route it against our own services if 
we did not pay brokerage. 

Mr. Warren. Yes, sir. 


, 
to 


In the interest of fairness, I would like 
take one more example very quickly. Whose legal responsibility 
is it to issue a bill of lading? 

Mr. Tissorr. The carrier’s responsibility is to issue a bill of 
vs 


eon 


lading but the Carriage of Goods by Sea Act requires that the facts 
as to the shipment be stated in writing by the shipper. 

Mr. Warren. You mentioned that before. 

ir. Trssorr. Yes, sir. 

\ir. Warren. So you are not sure as to whose legal responsibility 
t is to prepare a bill of lading? 

Mr. Trssorr. It is the ship’s responsibility to prepare a bill of 
lading if called upon to do so. The shipper might take a sheet of 
paper and hand it in with the particulars in writing as to the shipment. 
He mas complied under the Carriage of Goods by Sea Act. The 

p will then take the piece of paper and record it. 

Mr T HoMPSON. For the sake of the record, when you say “ship,” 
do you mean the carrier? 

Mr. Trssorr. Yes, sir. The carrier will then take the piece of 
paper and record it on the bill of lading, draw up a bill of lading, copy- 
ing those particulars down, and, of course, if there are any errors they 
will make notations on the bill of lading and thea issue that bill of 


ing. The issuance is the signature that they place on the bill of 
lading. For convenience, as I stated before, the shipper, either 
lf or through his forwarder, very simply makes out the bill of 


ling. Normally he does that. He makes out the bill of lading aad 


mse 


s down in writing these various par ticulars and hands it to the ship 
| the ship having made the check against their dock receipts and 
so forth, stamps the bill of lading and hands it to him and that con- 
> ites issuance 
\tr. Warren. Whom does the filing and preparing of a bill of lading 
Mr. T [t is a necessary document for both parties 
‘7 \ 
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Mr. Tissorr. The carrier and the shipper. 

Mr. WarrREN. So, the benefit test would not necessarily clear the 
air in defining & brokerage rule? 

Mr. Trssort. On the bill of lading I do not think it would. 

Mr. WARREN. We could, of course, take numerous examples but 
I will not belabor the point any longer. 

I will direct the other questions to Mr. Morse, and during the 
afternoon session, with your permission, Mr. Chairman, I will direct 
a few more questions to Mr. Morse’s assistants in regard to regulation. 

Mr. Morse, as I understand docket 657, the Board has stated that 
an individual carrier in its managerial discretion may refuse to pay 
brokerage. Is that correct? 

Mr. Morse. That is my understanding of docket 657. 

Mr. Warren. Mr. Morse, the General Accoun iting Office in its 
report has stated that steamship lines state that they cannot publicly 
object to paying brokerage for fear of losing business. In view of 
the Board’s docket 657, and in view of the General Accounting 
Office’s statement that I have quoted you, is there such a thing, in 
your opinion, as individual managerial discretion on the part of a 
carrier to refuse payment of brokerage? 

Mr. Morse. No comment. 

Mr. Warren. Is that a matter, Mr. Morse, upon which anything 
is pending or is that a matter upon which you might give an opinion? 

Mr. Morse. I think that is one of the fundamental issues in this 
whole problem of regulation of freight forwarders and the brokerage 
activities. 

Mr. Warren. Accepting your answer, may I pose one hypothetical 
question, and I will quickly leave this point? 

Assume that there are five carriers in a given trade. Assume that 
three of the carriers decide to pay brokerage. As a matter of eco- 
nomics, do you believe that the other two will be compelled to pay 
brokerage? 

Mr. Morse. I think from my observation in a given trade, if one 
line will pay brokerage the others will all fall in line and will also 
pay brokerage. Competitive factors force them to do so. 

Mr. Warren. That is the only thing that I wanted to bring out. 

Talking about tariff rates, the General Accounting Office has stated 
that brokerage is reflected in the freight rate and thus for that reason 
it increases the shipper’s cost which in turn may bear upon higher 
tariff rates. 

Do you believe that brokerage is an element which is considered 
by conferences in fixing their tariffs? Is this a known fact or is it a 
disputable fact? 

Mr. Morse. I think that is undoubtedly a disputable fact but I 
think that it is an element just like every other cost is an element 
which is taken into consideration along with many other elements 
in fixing rates. 

Mr. Warren. Mr. Morse, accepting that answer, do you believe 
that if brokerage is an element of the tariff rate there would be dis- 
crimination against an exporter who does not designate a forwarder 
but who has to pay its own forwarding costs? W ould that be a kind 
of discrimination envisioned by section 16 of the act? 

Mr. Morsks. I do not care to express a view on that. I know that 
in previous Board hearings it has been contended by some people that 
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the shipper who does not employ a freight forwarder but, on the other 
hand, has his own export department is placed at a competitive 
disadvantage. 

Mr. Tompson. Mr. Morse, in order that the record will be 
thoroughly clear, I think you should make a statement for the record 
as to why you feel that in your position some of these questions 
should not be answered by you. When you say “no comment,” the 
record should show clearly why you so answered. 

Mr. Morse. Because some of these problems have been or will be 
presented to the Federal Maritime Board for decision and, as a 
member of the Board, I think I certainly should not prejudge any 
question of this character. 

Mr. Tuompson. I was aware of that but I wanted the record to 
show that. 

Mr. Warren. How many forwarding concerns are registered 
currently under General Order 72? 

Mr. Morse. About 1,450. 

Mr. Warren. Does the Board have an accurate breakdown of the 
number of employees of such concerns? 

Mr. Tissorr. That is required information on the application for 
registration that is furnished. 

Mr. Warren. Do you have that breakdown with you, Mr. Tibbott? 

Mr. Tiszorr. No, sir; I do not have that breakdown with me. 

Mr. Warren. Mr. Chairman, I request that the witness furnish it 
for the record. 

Mr. Tibbott, do you have any idea as to the relative breakdown of 
employees which are retained by these forwarding companies? 

Mr. Trnsorr. I have the figures here. I am ‘glad Mr. Peak, my 
assistant, is more alert than I am. He has the information for which 
you asked. 

Out of a total of 1,453 forwarders there are 1,064 who employ not 
over 5 persons, 223 employ between 6 and 10 persons, 86 employ from 
11 to 20 persons, and 80 employ more than 20 persons. 

Mr. Warren. Yes, sir. So, 1,064 forwarding concerns have less 
than 5 employees. How many did you say are one-man corporations? 

Mr. Tissorr. Approximately 340 of those have simply one em- 
ploy ee. 

Mr. Warren. How many did you say are over 20 persons? 

Mr. Tissorr. Eighty. 

Mr. Warren. Twenty or over? 

ir. Trssorr. They have 20 or more employees, yes, sir. 

Mr. Warren. That indicates numerically th iat forwarding concerns 
are basically small enterprises; is that correct? 

Mr. SPROSe. Why, I think so, ves, sir. 

Mr. Warren. Mr. Morse, you have stated that at this time the 


Fede 1M aritime Board has no suggestions for additional legislation. 
It cael been stated pub licly by forwarding concerns that because they 
are not prop. rly regulated that it might be detrimental to their 
hit Sury 


I refer to the fact that some forwarders have gone on record as 
favoring a licensing statute. They have stated that under the 
Board’s present form of registration a forwarder does not have to 
comply with any formal requisites other than registration. 

Do you have any views on the feasibility of a licensing statute? 
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Mr. Morse. I do not think a licensing statute is necessary. 

I think we have authority at the present time to restrict the dura- 
tion of the license or authorization. Fundamentally, I think the 
difficulties have been in the past that although we have this General 
Order 72 we have not been able to police it because we have been de- 
ficient in personnel who could go out im the field and see to it that the 
General Order 72 is being lived up to. 

Mr. WarrEN. Does the Chairman of the Federal Maritime Board 
consider that the extent of the Board’s authority is to license forward- 
ers rather than to register them? In docket 621, the Board referred 
to the fact that it did not seem to have authority to license forwarders 
but it could register them. 

Mr. Morss. That may be the fact but I still think within our 
authority we could say that a registration is valid for 2 years or 3 
years or 5 years or something of that character, and that they would 
have to re-register on a periodic basis. 

Mr. WarreEN. Could you require requisites that are similar to the 
custom brokers licensing statute under existing authority? 

Mr. Morse. There is considerable doubt on our jurisdiction to 
issue what would be the equivalent of a licensing authorization. 

Let me make this comment: If there are faults in the forwarding 
industry, I think they are exceptions. I think that most of the well 
known freight forwarders run a very fine operation and it is only the 
exceptional case that we are trying to clear up and the freight for- 
warders themselves are just as anxious as we are to correct the abuses 
if there are abuses. 

I say again that I think fundamentally the problems that now exist 
primarily because we did not have an adequate staff to police our own 
activity. 

Mr. Warren. One last question, Mr. Thompson. I would like 
Mr. Morse’s opinion and consideration of minimum fees. It has been 
suggested in certain forwarding circles that minimum fees might be a 
good thing. Other factions of the forwarding industry have opposed 
this. 

Do you believe that such regulatory authority in the Board to set 
minimum fees is possible, practicable, or necessary? 

Mr. Morsg. It is part of the question of jurisdiction and offhand I 
could not tell you whether we have jurisdiction to set minimum fees. 
In the domestic trade perhaps we could, but in the foreign trade the 
probabilities are we could do so only if we made the finding of prejudice 
to the commerce of the United States or something like that. 

Mr. Warren. If it were in your jurisdiction do you have any 
opinion? 

Mr. Morss. No. I think that is a problem which is now being 
studied in the agency. I just do not have an opinion. 

Mr. Warren. I have no further questions for Mr. Morse. 

Mr. Tuompson. Counsel has completed his questioning of Mr. 
Morse. 

We will ask your assistants if they will come back after we recess 
for lunch. Do any of the members of the subcommittee have any 
questions they would like to ask Mr. Morse? 

Mr. Davipson. 1 have no questions of Mr. Morse. 

Mr. Tuompson. Mr. Chase? 

Mr. Cuase. I do not believe I have any now. 
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Mr. Tuompson. The meeting will stand adjourned until 3 o’clock. 
(Whereupon, at 1 p. m., a recess was taken until 3 p. m., this same 
day.) 
AFTER RECESS 


(The hearing was resumed at 3 p. m., Hon. Irwin D. Davidson 
presiding. ) 

Mr. Davipson. The committee will be in order. 

I believe, Mr. Warren, you were examining some of the representa- 
tives of the Maritime Administration, and you wanted to continue 
with that examination, is that right? 

Mr. Warren. That is right. 

Mr. Davinson. Will those gentlemen of the Maritime Administra- 
tion continue? I think Mr. Spencer and Mr. Stakem were present. 

Mr. Staxem. We have Mr. Beach of the Legal Division, and Mr. 
Tibbott of the Regulations Office, and Mr. Spencer from the National 
Shipping Authority, and we will try to answer the questions. 

Mr. Davipson. And you are Mr. Stakem? 

Mr. Staxem. Mr. Stakem, the Assistant Deputy Administrator. 

Mr. Davipson. Mr. Counsel, will you be good enough to proceed? 

Mr. Ww ss REN. Before proceeding with the line of questioning, I 
suggest, Mr. Davidson, that the names of the members of this sub- 


gressman "Kins zynski ne Congressman Pelly. 

Mr. Davipson. The record will so indicate. 

Mr. Stakem. I might add, Mr. Chairman, that at the conclusion 
of the questions which Mr. Warren has left, we have Mr. Stigler who 
is in charge of the Investigative Office of Maritime, who will sum- 
marize for the committee, if it is so desired, some of the results of 
investigations that have been conducted by his office in the field. 

Mr. Warren. Mr. Stakem, I believe we were talking about certain 
statistics in regard to the breakdown of forwarder firms by number of 
employees, and I believe Mr. Tibbott gave the subcommittee certain 
information on that score. Regarding sources of income of forwarder 
firms in the country, does the Office of Regulation have any informa- 
tion concerning the number of forwarders who are registered under 
General Order 72, or engaged in business other than freight forwarding? 

Mr. Sraxem. That number is 843, Mr. Warren, that have been 
egistered, and who are engaging in business other than that of 
rwarding. That is out of the total of 1,453. 

_Mr. Warren. Is the remainder of that total engaged in forwarding 


Mr. Stare. So far as we know, ves. 

Mr. Warren. Have they reported to you under General Order 72 

Mr. Starxem. I think that would require a detailed examination of 
all of the filings. and we have never made an examination pointed 
toward that one fact. 

Mr. Waeee~. Has not Mr. Tibbott made that examination? 

Mr. Stare. Do vou have anything further on that, Mr. Tibbott? 


Mr. Tizeorr. We did make an examination. As Mr. Stakem 
nt t. if someone answered “no,” he was not engaged in those 

s. the wrong answer would not be apparent immediately, 
453 have indicated they were engaged in other activities, 
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customhouse brokers and various other activities. The others 
answered, “‘No, we are not engaged in other activities.”’ 

Mr. WarrEN. The remainder of the total number registered, other 
than the 843 you mentioned, have stated that they are not engaged 
in other activites, is that correct? 

Mr. Trssortr. That is correct, Mr. Warren. 

Mr. Warren. Would you indicate to the committee examples of 
some of the other activities? 

Mr. Tissorr. A great many of them, Mr. Warren, are also custom- 
house brokers. I would say that the majority of the other activities 
listed are those of customhouse brokers. 

Mr. Warren. Do you have any indication of how many are 
customhouse brokers? 

Mr. Trssorr. I do not. We could manage a count. 

Mr. Sraxem. If the committee so desires, we could try to break 
that 843 figure down into what other activities have been noted if it 
would serve a purpose to the committee. 

Mr. WarreEN. | suggest that we receive all information relevant 
to this inquiry. 

Mr. Davipson. Will you provide that, Mr. Stakem? 

Mr. Stakem. Yes, we will. 

Mr. Davipson. It will be incorporated in the record. 

(See appendix printed as supplement to the hearings.) 

Mr. WarrEN. Do you have any other examples, Mr. Tibbott, of 
other businesses which forwarding concerns might be engaged in? 

Mr. Trssotr. We have one listed as another business, notary 
public. I don’t know whether that is what you have in mind. One 
I believe indicated that he was also a florist, and we had one that 
was engaged as an attendant at a soda fountain. They can be en- 
gaged in a great many activities. 

Mr. Warren. Mr. Stakem, has it been established by the Board 
what constitutes the major source of income of forwarding concerns? 

Mr. Staxem. Mr. Warren, I don’t think that we have ever made a 
study pointed to developing that fact. 

Mr. Warren. Has not the Board stated in one of its dockets 
information regarding the source of income as to forwarding concerns 
and what constituted the major source of their income? I[ am 
speaking of docket 645. 

Mr. Straxem. Will you pardon me for a moment while I cheek with 
Mr. Beach who is a little more familiar with this than lam. Rather 
than hold up the committee on that point, would that be sufficient 
if we submit that for the record? 

Mr. WarrEN. Yes, it would be, and I think that is a better course, 
if that is agreable with the chairman. 

Mr. Davipson. That may be done. 

Mr. Warren. Would you say, Mr. Tibbott, on the basis of your 
regulation, as Chief of the Office of Regulation that brokerage is a 
major source of compensation of forwarding concerns? 

Mr. "rpsorr. Of the forwarder who is engaged primarily in for- 
warding, yes, I would say that brokerage was the major source of their 
income. I have no statistics that would support that, other than what 
was referred to in the Board’s investigation, but brokerage is a very 
substantial portion of their income. 
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Mr. Warren. You mentioned that a forwarder may be a custom 
broker? 

Mr. Trssorr. Yes, sir. 

Mr. Warren. Regulated under the Treasury Department? 

Mr. Trssorr. Yes. 

Mr. Warren. Is it possible for a forwarder to be a domestic 
forwarder also, registered under the Interstate Commerce Act? 

Mr. Trssorr. Yes, sir. 

Mr. Warren. Could he also be registered under the Civil Aero- 
nautics Board? 

Mr. Trssorr. Provided of course he also did ocean forwarding, yes. 

Mr. Warren. There is no limitation in your regulations as to that 
fact? 

Mr. Tissorr. There is no limitation. 

Mr. Warren. The Board has made no survey of its own in regard 
to the compensation or income of forwarders, is that correct? 

Mr. Srakem. I think that that is correct, Mr. Warren, that there 
have been no independent investigations of that kind. 

Mr. Warren. Now, forgetting the income matter for the time 
being, I would like to ask ar isolated question that arose out of our 
inquiry during the morning. 

Does the Board have any information regarding the number of 
forwarders who represent single exporters or shippers alone? 

Mr. Stakem. No, they do not have that statistic, Mr. Warren. I 
think from my experience in the limited inquiries that I have made with 
Mr. Tibbott, that the majority of the persons that file would indicate 
that they had more than one client, even though they have pre- 
dominantly one client. All that I have seen have indicated more 
than one client. 

Mr. Warren. You have stated that some fifteen hundred for- 
warders are registered under General Order 72. When was this order 
first published and when were forwarders in the United States required 
first to register? 

Mr. Sraxem. I had two dates here, Mr. Warren. I think the date 
that you are looking for is May 18, 1950. 

Mr. Warren. So the Board has only been regulating forwarders 
during the last 4% years or so, is that correct? 

Mr. Srakem. That is correct. 

Mr. Warren. What qualifications must a forwarder possess in 
order to register under General Order 72? 

Mr. Tissorr. Well, he must be a forwarder, that is the first thing. 
That is the main thing that is involved, because the registration is 
merely registration statement that he is a forwarder. There is no 
implication as to his ability or responsibility or anything else. It is 
merely a registration of listing, and identification, if you want to put 
it that way. 

Mr. Warren. It is registration on the ground that he qualifies 
under the definition of what a forwarder is, as set forth in General 
Order 72? 

Mr. Trssorr. That is correct. 

Mr. Warren. Aside from that, you are stating that there are no 
additional qualifications based on financial responsibility or based on 
competence or other responsibilities? 

Mr. Tissorr. That is correct. It is registration, and that is all. 
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Mr. Warren. It is perfunctory, is that what you are saying? 

Mr. Trspnorrt. I am not saying that, it is an identification. 

Mr. Warren. Has the Board formally disapproved any regis- 
tration? 

Mr. Stake. The Board has in several cases to my knowledge, 
Mr. Warren, canceled registration. 

Mr. WarREN. On what grounds? 

Mr. Staxem. Based on a field inquiry, or written inquiry from the 
Washington office and upon a showing that the particular registrant 
was not in a position to conduct business of forwarding. They have 
canceled registrations on that basis. 

Mr. Warren. Do you have any opinion in regard to whether or not 
a licensing statute designed along the lines of the customs licensing 
san might be beneficial in your regulation of forwarders? 

Mr. Sraxem. I think if I may repeat the chairman’s thought that 
he saeuiaea this morning, it was that he felt that the law as stated 
was sufficient, and I think his approach to the problem would be 
perhaps in the cutting down on the period of registration and making 
it necessary for a forwarder to come back in and re-register at the 
expiration date, which would give the Maritime Administration that 
additional check on him as a business agent. 

Mr. WarrEN. I think this subcommittee would be interested in 
knowing how many persons are engaged in enforcing the entire Ship- 
ping Act of 1916. 

Mr. Stakem. You mean a head count in Mr. Tibbott’s office? 

Mr. Warren. I think so. 

Mr. Tissorr. At the present time, Mr. Warren, there are 18 
people, and that includes the clerical and stenographic help. We have 
2 stenographers, 1 typist, and a file clerk, and 14 other persons engaged 
in various activities there. One, for example, is engaged in terminal 
activities, and 2 are on forwarding, and we have 3 who are presently 
engaged in the regulation of rates in the offshore domestic trade, that 
is the trades with Hawaii, and Puerto Rico and Alaska. We have 
three who are engaged in the regulation and review of rates in the 
foreign trade. 

You understand, of course, that the regulation with respect to rates 
in the foreign trade does not go as far as the regulation of rates in the 
domestic offshore trades. 

We have three employees who are engaged in processing and review- 
ing conference agreements and activities under conference agreements, 
and then we have the chief of the office, and the assistant chief of the 
office, and I think that makes 18. 

Mr. Warren. How many of this number are actually engaged in 
regulating forwarding activities? 

Mr. Trssort. Two, devoting their entire time to that. 

Mr. WarrEN. The Administrator this morning referred to three 
additional investigators that have been helping the Board. 

Mr. Trssorr. That is correct. They are not attached to my 
office, they are the investigating staff of the Board. 

Mr. Stakxem. That is Mr. Stigler’s office, Mr. Warren, and it is 
Mr. Stigler and two assistants. 

Mr. Warren. So you have 2 permanently engaged in regulating 
freight forwarders under the 1916 act, and 3 that you may oce asionally 
use. 

70668—56——4 
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Mr. Tisporr. Three that may be used for field investigation, and 
in the past year they have been used extensively for that. 

Mr. Warren. Would you explain very briefly the nature of 
docket 621, and then docket 765. 

Mr. Trissorr. Yes, sir. Docket 621 arose shortly after the out- 
break of the last war. I trust it will be the last war, but it was World 
War I]—for identification. 

Complaints were received from various shippers that they had 
entrusted some of their goods to forwarders. One particular case was 
where the forwarder undertook to make delivery in Ireland, and he 
claimed he would get British naval certificates, and perform a great 
many other functions. As it turned out, the goods were never de- 
livered. Nevertheless he billed the shipper, and collected from the 
shipper for quite fantastic charges there. He may have been put to 
some of those charges; I don’t know. But the complaints seemed to 
the Board to justify an investigation into these practices. They were 
sufficiently widespread and sufficiently harmful to warrant that. 

The investigation was undertaken and it was halted by an injunc- 
tion issued by the New York court, which you referred to this morning. 

Mr. Warren. I don’t want to go into that. I will make my ques- 
tion more direct. Principally, what was docket 621 aimed at and 
what order resulted therefrom? 

Mr. Tissort. Well, General Order 72 was the result of docket 621. 
It was aimed to uncover the forwarder and discover what the forwarder 
practices were, and the first thing they discovered was they didn’t 
know who the forwarders were. 

Mr. Warren. Did it concern billing practices? 

Mr. Trssorr. Yes, because that is where most of the complaints 
were directed against. 

Mr. Warren. General Order 72, promulgated as a result of this 
docket, contained certain provisions with regard to billing practices, 
is that correct? 

Mr. Trssorr. That is right, sir. They are set forth. Do you 
want me to read them into the record? 

Mr. Warren. No, sir, that order has already been made a part of 
the record. I would now like to proceed with docket 765, and for that 
purpose, I request that Mr. Stigler take the stand. 

Thank you very much, Mr. Stakem. 

Mr. Davipson. You have concluded your examination of these wit- 
nesses, who are attached to and a part of the Maritime Board? 

Mr. Warren, At this time, Mr. Chairman, | have finished. 

Mr. Davipson. Mr. Chase, do you wish to ask any questions? 

Mr. Cuase. No; mine have been answered. 

Mr. Davipson. Mine have also, and so these gentlemen are excused 
subject to the call of the Chair. 


STATEMENT OF WILLIAM A. STIGLER, SECURITY OFFICER AND 
CHIEF INVESTIGATOR OF THE MARITIME ADMINISTRATION 


Mr. Warren. Will you state your name and position for the 
record, please? 

Mr. Stricter. William A. Stigler. I am Security Officer and Chief 
Investigator of the Maritime Administration. 
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Mr. WarreEN. Mr. Stigler, I have before me an order dated Octo- 
ber 22, 1954, on docket No. 765, and this order states: 


It Peake appearing from information before the Board that some of such 
forwarders, (1) failed to correct or reduce their forwarding fees by reason of collec- 
tion of ocean freight brokerage, or follow a variation of this procedure, and (2) use 
business methods or practices which may result in unjust discriminatory or unduly 
preferential treatment of carriers, shippers, consignees, and/or others, and (3) may 
be collecting ocean freight brokerage under unlawful circumstances, and (4) may 
be sharing ocean freight brokerage under unlawful circumstances. 

And it further appearing from information before the Board that freight 
forwarders and others may have entered into agreements or cooperative working 
arrangements subject to section 15, Shipping Act of 1916 as amended, and/or may 
have taken concerted action without obtaining approval of the Board pursuant to 
said section and act. 

In regard to this order, have you investigated pursuant thereto? 

Mr. Sticuer. I have personally, and members of my staff have 
conducted investigations in connection with this docket on the Pacific, 
the Gulf, South Atlantic coasts, and Great Lakes area, and two or 
three spot investigations in New York. 

Mr. WarreEN. Has this investigation covered most of the major 
ports in the United States? 

Mr. Stic ter. Yes, sir; it has. 

Mr. WarrEN. Mr. Stigler, would you please explain to the sub- 
committee the nature of your investigation, and any abuses that you 
might have found. 

Mr. Sriater. The purpose of the Board’s investigation which you 
just read into the record, Mr. Warren, was our starting point. We 
particularly had in mind, also, the sentence to the effect that other 
practices might be engaged in which might be contrary to existing 
statutes. 

In the course of our investigation, we were alert for any other 
matters that were not specifically enumerated and if I may, I would 
like to read to you a list of the types of criticisms or complaints which 
came to our attention during the course of that investigation. 

Mr. WarrEN. Please do. 

Mr. SticLeR. Those complaints were substantially as follows: 

That some forwarders collect brokerage from ste amship lines where 
no service is performed for the shipper or carrier. 

They collect brokerage from steamship lines where they do not 
secure the cargo for the ship. 

Render forwarding services free or at reduced rates for the privilege 
of receiving brokerage. 

Bill shippers more than they actually pay for accessorial services 
obtained from others, such as for insurance premiums, warehousing, 
and trucking, or coopering. 

Split brokerage fees with representatives of shippers, make loans to 
shippers’ employees to get forwarding business, have agreements with 
other forwarders that should be but are not submitted to the Board for 
approval as required by section 15 of the Shipping Act of 1916, such 
as agreements for splitting forwarding and brokerage fees. 

Are dummy forwarders or exporters who perform their own for- 
warding services for the purpose of obtaining brokerage fees. 

Own an interest in competing forwarding companies, accept free for- 
warding services from the carrier and charge the shippe ras if the work 
had been performed by the forwarder. 
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Advance money secured by a lien on the cargo, handle the same 
cargo as forwarders, and collect brokerage on the freight thereof. 

I should state, before going further, that the fact that I report 
these as criticisms which we have received should not be construed as 
a finding that these matters are necessarily contrary to law. I am 
not in a policymaking position, and I don’t make any findings as to 
whether a practice is or is not contrary to law. ‘These are the types of 
matters concerning which we have received complaints. 

Mr. Warren. Mr. Stigler, could you briefly describe 1 or 2 of these 
cases for the purpose of illustrating what they are? 

Mr. Srieier. Certainly. In connection with the collection of 
brokerage by forwarders who have performed no service with respect 
to the shipment or for either the shipper or the carrier, one instance 
was brought to our attention in which a Pacific coast forwarder about 
3 Y ears ago was alleged to have made a claim for brokerage against a 
steamship line in connection with a cargo of approximately 1 000 tons 
of soybean meal. We were informed that the total freight on this 
shipment involved a figure in excess of $35,000. 

In this case, the freight forwarder, according to the complaint, had 
performed no services in connection with the shipment either in secur- 
ing the cargo or otherwise. The forwarder billed the steamship line 
for brokeraze on this shipment but the line declined to pay. 

In another instance, we have been informed that a certain shipper 
of food products transacting a nationwide business and shipping 
from various geographical areas of the United States employs a freight 
forwarder in New York who maintains no offices on the Pacifie coast. 
We were told that the shipper maintains his own export department 
on the Pacific coast, which performs all of the necessary forwarding 
functions without the use of a registered freight forwarder. 

Nevertheless, we are informed that the New York freight forwarder 
customarily submits brokerage bills to all steamship lines who carry 
the company’s products, including the shipments from the west 
coast, and in at least one instance we were informed that a steamship 
line who refused to pay brokerage under such circumstances on this 
particular product found that it received no more business in the 
future from the shipper. 

We found another instance of a different supplier who again em- 
ployed the services of a New York freight forwarder who had no offices 
on the west coast, but who still submitted bills for brokerage to steam- 
ship lines even for shipments proceeding out of the west coast ports. 

{ could give vou several other illustrations of this particular type of 
thing. 

Mr. Warren. I think, Mr. Stigler, for the time being, that illus- 
trates what your investigation attempted to cover. 

Do vou have a prepared statement before you? 

Mr. Sricuer. Yes, I do. 

Mr. Warren. Would you desire that it be in the record? 

Mr. Srigter. I would be very glad to submit it for the record if 
you care to have it. 

Mr. Warren. I suggest, Mr. Chairman, that this report be sub- 
mitted for the record. 

Mr. Davinson. It will be made a part of the record. 

(The statement is as follows:) 
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CoMPLAINTs AGAINST FREIGHT FORWARDERS 


I have previously listed certain categories descriptive of the various types of 
complaints against freight forwarders which have been developed by field investi- 
gation or which have been voluntarily submitted to our Regulation Office. I 
shall now supplement my former remarks by summarizing certain typical cases 
brought to our attention which illustrate my previous comments. 


(1) Collection of brokerage by freight forwarders who perform no service with respect 
to the shipment for either shipper or carrier 

(a) An instance has been brought to our attention in which a Pacific coast 
freight forwarder, about 3 years ago, made a claim for brokerage against a steam- 
ship line in connection with a cargo of approximately 1,000 tons of soy!ean meal. 
The total freight involved a figure in excess of $35,000. The freight forwarder, 
according to the steamship line, had performed no services in connection with this 
shipment, either in the securing of the cargo or otherwise. The forwarder billed 
the steamship line for brokerage on this shipment but the steamship line ‘refused 
to pay. 

(b) It has been alleged that a certain shipper of food products, transacting a 
nationwide business and shipping from all geographical areas of the United 
States, employs a freight forwarder in New York who maintains no offices on the 
Pacific coast. The shipper maintains his own export department on the Pacific 
coast which performs all of the necessary forwarding functions without the use of 
a registered freight forwarder. Nevertheless, the New York freight forwarder 
submits brokerage bills to all steamship lines carrying shipments of the company’s 
products, including shipments from the west coast. In at least one instance, 
refusal to pay brokerage under such circumstances by a west coast line has had 
the result of the line receiving no more business from the shipper. 

(c) This practice is also engaged in by a shipper of mill supplies who employs 
the services of a New York forwarder. That forwarder has no Pacific coast office 
and the shipper performs the forwarding services in that area. Nevertheless, the 
New York forwarder follows a practice of billing all steamship lines for brokerage 
in connection with the shipments of this supplier. 

(d) An instance has been brought to our attention in which a steamship line 
loaded a sizable cargo of woodpulp from an Alaskan port. Although no freight 
forwarder had performed any services in connection with this shipment, neverthe- 
less the steamship company received a bill for almost $1,000 of brokerage sub- 
mitted by a freight forwarder in Seattle who is said to be semiretired and in the 
practice of calling certain shippers known to him, from time to time, to determine 
what cargoes they have shipped, for the purpose of submitting brokerage | ills. 

(e) Another steamship line had occasion to transport a sizable cargo of lumber 
which is alleged to have been handled without the services of any freight forwarder. 
Notwithstanding, 1 freight forwarder submitted a bill for brokerage in the amount 
of $1,500. The steamship company protested this billing and offered to settle for 
the sum of $150, which sum was accepted by the forwarder. 

(f) A large midwestern manufacturing concern with substantial export volume 
maintains its own export department and performs all of its own forwarding 
services on the Atlantic and gulf coasts. No forwarder on those coasts does 
anything with respect to those shipments. Yet, for the past 15 years more or 
less, a New York forwarder has collected brokerage of all shipments from these 
2 coasts. 

(9) The Chicago branch of a New York forwarding concern has advised that 
brokerage is collected from steamship lines plying the Great Lakes even though 
this forwarder makes the steamship lines perform all of its work. This concern 
admits that the shipper does the booking in almost every case, but the forwarder 
obtains a copy of the contract naming him as forwarder so that he can bill for 
brokerage. This same concern advised that it even charges a bill of lading fee 
to the shipper when the steamship line prepares the bill of lading and has charged 
the forwarder nothing for this service. 

(2) Waiving of forwarding fees to collect brokerage 

This practice appears to be widespread and its benefits are offered primarily to 
volume shippers who have sufficient freight to make the brokerage thereon particu- 
larly attractive. Many freight forwarders have admitted having one or more 
clients who are offered free or cutrate forwarding services for the purpose of getting 
their business. One freight forwarder, who complained about the cutting of serv- 
ice fees in the industry, stated that he was willing to do anything his competitors 
did and admitted having certain accounts which he handled without charging a 
service fee. 
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(a) One freight forwarding firm has handled the shipments of a certain shipper 
of fruits for a number of years and has never charged a service or forwarding fee, 
being compensated entirely by the brokerage. 

(b) A large midwestern manufacturer, who professes to have more export 
tonnage annually than the United States Na: , advises that in the past he has 
been solicited by freight forwarders with offers of stock in their company, pay- 
ments of $1,000 per month, “gifts, benefits, and blonds,” and on one occasion one 
forwarder offered to handle all of their forwarding free, thereby enabling the com- 
pany to dispense with its export department, all of this for the purpose of the 
solicitor being named as nominal or actual forwrder in order to collect brokerage 
from the steamship companies. This particulur concern does all of its own for- 

warding and will not patronize forwarders. 

(c) One freight forwarder has stated as follows: 

“T have never made a service charge or submitted an invoice to any shipper in 
the 30 years I have been a freight broker and forwarder. My shippers advise 
what they wish to ship, giving an approximate date, and I book the cargo on any 
line having a steamer about that date, handling all papers necessary.” 

(3) Forwarders owning an interest in competing forwarding companies 

It is not uncommon in the forwarding industry for a forwarder to transact 
business under more than one trade name, sometimes actually operating under 
different names in the same city. 

(a) We have on record an instance of a freight forwarder doing business under 
his own name in one of our large shipping centers and at the same time owning an 
established freight forwarding business in the same city under another name. 
In this ease the forwarder organized his own business first and purchased the 
second business subsequently. This same freight forwarder has branch offices in 
a city on the same coast under both names and, in addition, in the second city 
owns a two-thirds interest in still a third forwarding concern. To make the matter 
more complicated, this third forwarding concern, which I will here refer to as 
forwarder Z, is owned to the extent of a one-third interest by a freight forwarder 
in still a third city. We have on file certain other instances of similar nature to 
this. 

With respect te this practice, shippers complain that it provides an opportunity 
for their competitors to obtain market information which they would like to keep 
confidential. Oftentimes one shipper is reluctant to employ the ser-ices of a 
forwarder who at the same time handles the business of a competitor. Under the 
circumstances reflected in the case I have just mentioned, the shipper does not 
know with whom he is dealing since the same freight forwarders are acting under 
different names. 


(4) Forwarders accepting free services from steamship companies while charging the 
shipper for work the forwarder has not performed 

This situation appears to be more prevalent in the Great Lakes area than on 
the three coasts, probably because it is understood that freight forwarders in 
the lakes area have not in the past been particularly anxious to handle lakes 
shipments due to small volume. As a consequence, the lakes steamshlp companies 
have had to perform these services themselves. With the ever-growing volume 
of shipments via the lakes and the promise of still more upon the completion of 
the St. Lawrence seaway, these forwarders are taking a more active interest in 
this business. 

It has been reported that the lakes steamship companies, in their own interests, 
have performed various forwarding functions and have not billed any forwarder 
who may have been designated by a shipper for these services, such as preparing 
a bill of lading (which the carrier may be required to do, anyway) or clearing 
export declaration with the collector of customs. The forwarder, although 
accepting these services freely and sometimes actually requesting the steamship 
company to perform them for him, in turn bills the shipper for these services. 


(5) Fee splitting and brokerage sharing between forwarders 


This appears to be a rather common practice throughout the forwarding 
industry. On one occasion we received a complaint from a southern port that 
exports were being diverted. Investigation revealed that in the complaining 
port the freight forwarders had a tight organization and admitted to membership 
only corporations organized within the State. Steamship lines operating from 
this port uniformly refused to handle shipments unless they were presented by a 
member of the local freight forwarding organization. Members of the local 
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organization uniformly demanded for their services a service fee and one-half 
of the brokerage for business referred to them by forwarders in other cities. It 
was apparently this arrangement that resulted in forwarders from other cities 
diverting export shipments to ports where they could arrange a more advantageous 
splitting of fees. 

A freight forwarder in a gulf port has stated that, in the past, New York for- 
warders have called upon him to clear export declarations for them for a fee of 
$1.50 without sharing in the brokerage. This forwarder has retused such business 
but is willing to clear export declarations for a fee of $5. Clearing of an export 
declaration previously prepared involves no professional knowleage and is de- 
scribed as simply a messenger function. 

One freight forwarder has stated that he customarily requires a service fee of 
not less than $10 and one-half of the brokerage for handling a shipment referred 
to him by a forwarder in another city. 


(6) Dummy forwarders 


Many illustrations have been brought to our attention of freight forwarders 
who are controlled by and often share the same offices with certain related firms 
engaged in foreign commerce. One such illustration involves a shipper who 
does business under three different names. He has a fourth company set up as 
a freight forwarder and all four concerns share the same office suite. The freight 
forwarder has no clients other than the related companies. Nevertheless, it has 
been the practice ot this forwarder to handle the export shipments of the related 
companies and to collect brokerage thereon. The Regulation Office has taken 
the position that the collecting of brokerage under such circumstances constitutes 
a rebate to the shipper. A number of other illustrations of this practice have 
been discovered and have been brought to the attention of your staff. 


(7) Forwarders, either personally or through affiliated companies, collecting brokerage 
on cargo on which they have a lien to secure repayment of purchase money 
advanced 

An illustration of this practice involves 4 registered freight forwarding concerns 
under common ownership and management, 3 of which share the same suite of 
offices. One of those forwarding concerns is also engaged in the business of finane- 
ing export shipments, and as of a very recent date had credit outstanding of nearly 
$2 million. This concern ordinarily secures such loans by taking liens in writing 
on the cargoes. The financing company or one of its affiliates then handles the 
shipment as a freight forwarder and collects brokerage thereon. Brokerage 
collected by this group of corporations on shipments financed by the lending 
affiliate within the last 2 years totals almost $10,000. You will appreciate the 
amount of freight involved since brokerage is commonly paid at the rate of 1% per- 
cent. You will also recognize the interest which the lending company has in the 
cargo since a lien has bee: secured, and also the competitive advantage which 
such a situation gives this company over other freight forwarders. 

A similar situation exists with respect to another forwarder who finances ship- 
ments through loans made in the name of another corporation he controls or in 
his own name as an individual. 


Mr. WarreEN. Does your investigation reveal reasonable grounds 
to support these cases in terms of evidence, or does it indicate com- 
plaints by others in regard to these practices? 

Mr. Stricter. Mr. Warren, I would say we received both types of 
complaints. We investigated some complaints and they turned out 
to be unfounded. We investigated others that turned out to have 
substance. 

Mr. Warren. In your investigation, did you go to forwarders and 
carriers? 

Mr. Stricter. We went to forwarders, we went to carriers, and we 
went to shippers. 

Mr. Warren. Thank you, Mr. Stigler. 

Mr. Davipson. Do you have another witness, Mr. Warren? 

Mr. WarrEN. The next witness scheduled is Mr. Eckert, repre- 
senting the General Accounting Office. 
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STATEMENT OF CHARLES E. ECKERT, LEGISLATIVE ATTORNEY, 
OFFICE OF THE COMPTROLLER GENERAL, ACCOMPANIED BY 
RALPH E. RAMSEY, ASSOCIATE CHIEF OF INVESTIGATIONS; 
STANLEY BLUMENFELD, INVESTIGATOR; AND G. L. ANDREWS, 
ATTORNEY, OFFICE OF THE GENERAL COUNSEL, GENERAL 
ACCOUNTING OFFICE 


Mr. Eckert. I am Charles E. Eckert, Office of the Comptroller 
General, and I have Mr. Ramsey, Associate Chief Officer of Investi- 
gations, and Mr. Andrews from our legal staff, and Mr. Blumenfeld, 
of our Office of Investigations. 

I would like to give a short statement, if I may, and at that time of 
course, we will be very happy to answer questions that may be directed 
to any of us. 

Mr. Davipson. Do you wish to read your statement? 

Mr. Ecxerr. I would like to, Mr. Chairman. It is very short. 

Mr. Davipson. Without objection, please proceed. 

Mr. Ecxerr. Mr. Chairman and members of the committee, we are 
pleased to appear before the committee today to review our report of 
investigation of the use of private export freight forwarders by depart- 
ments and agencies of the United States. Copies of this report were 
forwarded to the committee under date of April 1, 1955. 

At the outset, it must be clearly understood that our report does not 
in any manner question the accepted position of the freight forwarding 
industry in the export trade of the United States. Nor do we question 
that there are many instances where the freight forwarders’ services 
are necessary and of value to various agencies of the Government. 
Rather, our report deals with the apparent assumption of several 
departments and agencies of the Government that the use of freight 
forwarders in all instances is required by law. Our report discloses 
instances where the agency continued to perform many of the services 
normally attributed to the forwarder. 

Incidental to this primary matter, the report contains certain infor- 
mation received during the investigation concerning questionable prac- 
tices of freight forwarders in connection with commercial export 
shipments. 

The use of freight forwarders by agencies of the United States which 
is the subject of this report emanates from the enactment by the 
Congress of the Bland Forwarding Act (sec. 217, Merchant Marine 
Act, as amended, 46 U.S.C. 1127). That act, enacted in 1942, vested 
in the Maritime Administration the duty of coordinating the functions 
of public and private agencies in the forwarding of waterborne export 
for, among other things, “‘the preservation of forwarding facilities and 
services for the postwar restoration of foreign commerce.” 

Briefly, the history of the act shows that such legislation was deemed 
necessary to protect the industry because of the war period and the 
increased aid being furnished to our allies by the Government with 
respect to which the forwarding function generally was being per- 
formed by the Government or its allies. General Order 70 of the 
United States Maritime Administration, issued to implement the act, 
provided for the use of the services of private forwarders “unless 
unreasonable or impracticable.” 

The application of the act has been a disputed matter. Serious 
question has been raised over the years as to whether the act should 
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be considered permanent legislation or applicable only during the 
war and emergency period. 

As a result of are quest of a special subcommittee of this committee, 
established to consider the operations of the Military Sea Transporta- 
tion Service, we reviewed the question as to whether the failure of the 
MSTS to use the services of private freight forwarders was a violation 
of the Bland Forwarding Act. In a memorandum opinion furnished 
to the committee, we expressed the view that considering the nature 
of its operations—compared with the basic functions of forwarding 
activities—it was manifest that Congress could not have contemplated 
the continuing use of a service at a sizable expense to the Government 
without some semblance of a compensating return, and that, therefore, 
their failure to use the services of freight forwarders was not in viola- 
tion of the act. 

An example of the apparent ambiguity of the act is the actions taken 
by the War Shipping Administration and the Maritime Commission 
with respect to the application of the act. 

Thus, in reporting to the Congress in 1946 on the application of the 
act, the War Shipping Administration advised that 
The Administration is of the opinion that the primary objectives (of the act) 
have been attained and that adequate forwarding facilities are available for the 
servicing of postwar foreign trade. 

However, in 1948, subsequent to the enactment of the Foreign Aid 
Act of 1947, the Maritime Administration ruled that the act was still 
in effect and was applicable to foreign aid shipments. 

Our report reviews the use of freight forwarders by the Department 
of Agriculture, the General Services Administration, the Bureau of 
Public Roads, the Department of Defense, and other departments and 
agencies. 

We found instances where the department or agency—notwith- 
standing the employment of a forwarder—continued to perform many 
of the functions which in commercial activities were performed by the 
forwarder. Generally, this situation was found to exist because the 
department or agency had its own organization capable of performing 
the services or felt it was necessary for a variety of reasons to perform 
some of the functions of the forwarder. 

While the report shows that in many instances the services of the 
forwarder are furnished free to the Government, in such instances the 
forwarder is receiving a brokerage fee from the shipping company. 
Thus, the unnecessary use of freight forwarders adds to the expense 
of the shipping lines. Also, brokerage payments tend to increase 
ocean freight charges which in turn affect the Government as a ship- 
per and may act as a deterrent to our foreign trade. 

In 1950 the Department of Defense made a careful study of the 
use of freight forwarders on its shipments. It concluded that the 
services rendered by private forwarders on foreign-aid shipments was 
of Jittle or no value and that the brokerage collected by forwarders 
was far in excess of the fair value of the services rendered. 

Also, it was concluded that neither the Bland Act nor any other 
legislation required the use of the services of private forwarders on 
the handling of foreign-aid cargo. As a result, the Army discontinued 
the general use of freight forwarders and adopted the policy of allow- 
ing por commanders to use forwarders only where it is in the interest 
of the Government to do so by reason of economy and efficiency. 
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Where forwarders were to be designated, they were to be procured 
by local advertising for bids and paid for their services by the Army 
and not be allowed to collect brokerage from the ocean carrier. 

While it is our understanding that the Maritime Administration 
recently issued a communication to the various departments concern- 
ing the application of the Bland Act and General Order 70, we believe 
that this entire matter warrants the consideration of the committee, 

As indicated earlier, our investigation also disclosed questionable 
brokerage practices involving the payment of brokerage by steamship 
lines to forwarders on commercial shipments by private exporters. 
Generally, these practices raised the question as to the propriety of 
the designation of forwarders by shippers in many instances where it 
appeared that the shipper actually handled most if not all of the 
forwarding activities and apparently took advantage of a forwarder’s 
services only because it cost him nothing, the forwarder receiving his 
compensation from the steamship line. Since brokerage paid by steam- 
ship lines increases their cost and may affect indirectly Government 
expenditures under its subsidy program, this phase of the matter may 
also warrant the attention of your committee. 

Mr. Warren. Mr. Davidson, I would not like to question the 
witness concerning the findings in the General Accounting Office 
memo. ‘This memo relates to the legislative history of the Bland Act 
and it has been made an official part of the record. I think that it 
would serve no purpose for this subeommittee to delve into the legis- 
lative history of the Bland Forwarding Act, for that is a matter of 
record at our disposal. 

Mr. Davinson. That is very good, Mr. Warren. 

Mr. WarreEN. I will proceed. I note in the second paragraph of 


your statement that you recognize the importance of the forwarding 
industry, namely: 


that it must be clearly understood that our report does not in any manner ques- 
tion the accepted position of the freight forwarding industry in the export trade 


of the United States. 

Would you amplify briefly that statement? 

Mr. Eckert. I will be glad to, Mr. Warren. 

This investigation as has been indicated, was addressed to the use 
of freight forwarders by Government departments. It did not imply, 
and it is not intended to imply, that the freight-forwarding industry 
did not have a useful place in the export trade of the United States. 

We in our report bring out pretty clearly that there would appear 
to be many instances where they can be of significant value to agencies 
of the United States. 

Mr. Warren. When did the General Accounting Office first begin 
its investigation of the freight-forwarding industry? 

Mr. Ramsey. I believe, and this date is subject to verification, 
that it began late in 1953 or early in 1954. 

Mr. Warren. And the report was filed when? 

Mr. Ramsey. In March of 1955. 

Mr. Warren. What geographical areas did this investigation en- 
compass? 

Mr. Ramsey. The investigation itself was carried on mostly in 
New York City and Washington. 

Mr. Warren. So it did not extend to the west coast or the gulf? 

Mr. Ramsey. That is right. 
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Mr. Warren. Why did the investigation relate predominantly to 
the New York area? 

Mr. Ramsey. Of course, the subject of our interest was the use by 
Government agencies of freight forwarders, and most of the basic 
ground information on that was available in Washington and I believe 
New York is probably the locale of most of the freight forwarders, 
and most of the export activities, I should say. 

Mr. Warren. Would you indicate how the freight-forwarding 
industry is concentrated in the United States, by geographical area? 

Mr. BLuMENFELD. I believe of the 1,450 freight forwarders regis- 
tered with the Federal Maritime Board, approximately 800 or 900 
are in New York. I believe the other two areas, where most freicht 
forwarders are centered, are around the gulf ports, as well as the San 
Francisco ports and Los Angeles. 

Mr. WarrEN. I have read complaints of the forwarding py ami 
in connection with this report, and they state that the General 
Accounting Office never consulted any freight-forwarding concerns 
in connection with this investigation. 

Will vou furnish information to the subcommittee on this question? 

Mr. Ecxerr. I wonder if we could go back and indicate how 
the General Accounting Office started its investigation. Our records 
show that our Transportation Division, which, as you gentlemen 
know, audits the transportation accounts for the entire Federal 
Government, and processes the claims, called this matter to the atten- 
tion of our investigating staff as a matter of possible inquiry. From 
that standpoint, it was developed here in Washington through a 
study of what the industry performed for Government departments, 
and a study was made of their activities and registration through the 
Maritime Commission, and actually in the initial stages prior to the 
actual investigation, discussions were had with members of the 
freight-forwarding industry, to ascertain what their duties were, and 
what the industry did. 

Mr. WarREN. You are stating then, in connection with this inves- 
tigation, individual views were sought? 

Mr. Eckert. Preliminary to the investigation. I do not want to 
imply in any way that any freight-forwarding association or member 
of that industry has reviewed this report prior to its release. 

Mr. Warren. Is this in accordance with customary investigative 
procedure of the General Accounting Office? Is that an under- 
standable question? 

Mr. Eckert. Yes, I believe we would say that it would be, yes. 
That is where we have the information and knowledge available to 
us through central sources. We have here, of course, me rely brought 
out problems that we have felt the administration and the Congress 
should consider. 

Mr. Warren. Do you feel that the basic information in connection 
with this report was available in places other than freight-forwarding 
concerns? 

Mr. Eckert. Yes, so far as the matters were which we treat. It 
was available through documents available in the Maritime Com- 
mission, through the congressional hearings that have been held in 
the past, and so on. 

Mr. Warren. Will you state to the subcommittee the General 
Accounting Office’s principal interest here? 
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Mr. Eckert. To sum up briefly, I believe our principal interest 
here is to call to the attention of the committee and the administration, 
a problem where we felt there were areas that needed attention, 
administratively or legislatively in connection with the clarification 
of the Bland Act, and the use of forwarders by Government 
departments. 

Mr. Warren. Was your interest based princ ipally upon the unnec- 


essary expenditure of the Government funds? That is what I was 
getting at. 


Mr. Ecxsrr. Yes. 

Mr. War tREN, That is the viewpoint from which you justified the 
investigation? 

Mr. Eckxsurr. That is correct. 


Mr. Warren. I take it from the report that the General Accounting 
Office has found instances where on Government export shipments, the 
employment of freight-forwarding concerns are unnecessary and to 
the disadvantage of the Government. 

Now, I take it from that contention in the report that the General 
Accounting Office is not stating that freight forwarders are unnecessary 
on all Government shipments, but is stating that there are instances 
in which the forwarding concerns are not necessary; is that correct? 

Mr. Ecxsrr. I believe that is substantially correct. Whether the 
forwarding concern is necessary or not is of course determinable as on 
the basis of whether the Government department has an organization, 
and is able, or does perform many of these services. Of course, on 
the overall situation, the question could be raised as to whether the 
department should perform these services, or employ freight for- 
warders. 

Mr. Warren. Then, 


it stated that there were findings of instances 
where freight 


forwarders were rendering unsatisfactory service in 
connection with Government shipments. 

Mr. Eckert. We were so advised during the course of our investi- 
gation. 

Mr. Warren. And third, you have reported that there are instances 
where forwarders have caused some administrative difficulties. 

Mr. Eckert. That is correct. 

\ir. Warren. And as I understand it, you base those three findings 
principally upon the fact that the Government agencies have labored 
under the impression that the Bland Act and General Order 70 
require use of forwarders in all cases. 

Mr. Eckert. That is correct, Mr. Warren. 

Mr. Warren. But even assuming that the Government agencies 
were not laboring under such impression, would you suppose that your 
report neverthe less would indicate instances where forwarders are 
unnecessary? : 

Mr. Eckerr. Yes; I think the facts would show the instance. 
I don’t know of course whether they would have occurred but under 
these same sets of circumstances, the issue would still be present. 

Mr. Warren. Fourth, you have reported that there are cases where 
compensation received by forwarders is often excessive; is that correct? 

Mr. Eckert. That is correct. 

Mr. Warren. And fifth, you have reported that there are instances 
where the Government agencies and departments are receiving free 
forwarding services. 
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Mr. Eckert. That is correct. 

Mr. Warren. Another part of your report is devoted to what is 
termed ‘‘widespread questionable brokerage abuses.” I take it the 
report has gone beyond the realm of Government export shipments 
and has ventured into some of the problems in connection with com- 
mercial freight-forwarding activities. 

Mr. Eckert. To the extent that we gathered this information in 
connection with our inquiry, we presented it here for the consideration 
of the department and of the Congress. 

Mr. WarreEN. And the General Accounting Office was interested in 
these cases from the point of view of a financial interest involved? I 
am speaking of recapture. 

Mr. Eckert. Yes; we felt that they bore a relation to the Govern- 
ment’s interest here through several phases. 

One is that the Government is of course a tremendous shipper and 
brokerage payments under these agreements or through these agree- 
ments naturally had an effect upon freight rates. 

We also felt that it might involve our position in world trade, based 
upon the rates, and we felt, too, that there might well be a question 
which would involve the subsidy program of the Government. 

Mr. WarRREN. So ocean tariff rates and the subsidy program as it 
relates to recapture were your principal interests? 

Mr. Eckert. Yes, sir. 

Mr. Warren. In regard to Department of Defense shipments, 
where forwarders are not utilized, is it the belief of the General Ac- 
counting Office that on these shipments the position of Department 
of Defense position was correct? 

Mr. Eckert. I don’t think that we took a position officially other 
than in the MSTS case, on which we furnished a legal memorandum 
that they would not be in violation of the Bland Act because they did 
not use freight forwarders. However, we feel that that is an example 
of an existing Government structure through the transportation 
program of the Department of Defense, which presumably is necess: ary 
for the carrying out of the war, or the defense effort, and if the Depart- 
ment of Defense has existing ‘facilities, then the question is whether 
they should be required to use freight forwarders. 

Mr. Warren. Thank you, Mr. Eckert. I have no further questions 
of Mr. Eckert, Mr. Davidson. 

Mr. Davipson. Have you any questions, Mr. Chase? 

Mr. Cuase. I have no questions. 

Mr. Warren. Mr. Davidson, I think that the subcommittee would 
be interested in hearing from the General Accounting Office about its 
findings as it went to the various Government agencies and investi- 
gated this problem. 

Mr. Eckert. I think if I may say this, that we cannot attribute 
this report of course to any one section or person, but Mr. Blumenfeld 
who is with us this morning did the bulk of the investigation, and I 
believe he could make a statement or summarize the material we 
have in the report, on the different departments; is that what you 
had in mind? 

Mr. Warren. Yes; I did, Mr. Eckert. I think that would serve a 
purpose, 

Mr. Eckert. I would rather he make a general statement. 
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Mr. Warren. I would like to start him off on the Agriculture De- 
partment, and I would like to ask what was found there. 

Thank you, Mr. Eckert. 

Mr. BLumenrecp. I think as Mr. Eckert very correctly indicated, 
it wasn’t the position of the General Accounting Office that freight 
forwarders should or should not be used. We merely went to the 
various Government agencies to ascertain what use if any they were 
making of forwarders, their reasons forusing them, and their experi- 
ences in regard thereto, and also how forwarders were compensated, 
and the amount of such compensation. 

Specifically, with reference to the Department of Agriculture, it 
was found that freight forwarders were used on all shipments they 
made of cargoes that came under the so-called relief and rehabilita- 
tion programs. They indicated that freight forwarders were neces- 
sary in many cases and did perform a very vital and necessary function, 

They indicated that they made shipments from many ports where 
there was no Government representative and where it would be too 
costly for the Government to send anyone to participate in the 
necessary local handling of the shipments, so that freight forwarders 
were hecessary. 

They pointed out, however, that in several cases freight forwarders 
were used even though they were not necessary merely because the 
Bland Act required it. 

I asked them if they could give me any such example. I think 
they pointed out as classic a case as they possible could. 

A representative of the Department of Agriculture indicated that at 
one time, I think maybe they still do, they handled their own export 
arrangements, freight-forwarding arrangements on shipments made 
to the American possessions; that is, Puerto Rico, and Hawaiian 
Islands, and Alaska, and Guam. 

Many of these export shipments were made under programs such 
as the school-lunch program. They pointed out that the reason they 
didn’t use freight forwarders under this program was that this was 
considered a shipment to an American possession, rather than to a 
foreign country, and therefore wasn’t considered foreign commerce 
and not under the Bland Act. 

This representative indicated in one instance—I think he used the 
example of 500 tons of lard going on a ship to the Virgin Islands under 
the school-lunch program, that those arrangements they made them- 
selves without the use of a freight forwarder. But because on the 
same ship another quantity of cargo was going to Trinidad, which 
wasn’t an American possession, they used a freight forwarder merely 
because they considered that they had to come the Bland Act, and 
I think that he pointed this out as a ridiculous situation, but never- 
theless required by the Bland Act. 

Perhaps if the committee so desires, I will merely mention the 
various agencies and departments, and merely refer to a representative 
thereof. 

Mr. Davipson. I believe, Mr. Blumenfeld, that would be the best 
procedure. Under our legislative rules, I think that we would merely 
refer to a representative of a department. 

We have our chairman here now. 

(Mr. Thompson assumed the Chair.) 

Mr. THompson. I apologize to you gentlemen for being late, but 
I had an important appointment. 
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Mr. BLUMENFELD. To continue, a representative of the Department 
of Agriculture indicated that were it not for the Bland Act, in shipments 
of grain where they had a Government contractor at the port for the 
purpose of inspecting and handling the grain, the use of a freight 
forwarder could be dispensed with at no cost to the Government 
because this Government contractor would be able to pass the export 
declaration at the port, and the ocean bill of lading would be handled 
by the steamship line, which they indicate is not an uncommon 
thing even where private shippers make such shipments. 

They also pointed out that on the Pacific coast the main function 
performed by the freight forwarders was just to handle the bill of 
lading and the export declaration. They indicated as the steam- 
ship lines would be willing to do this for them but for the fact that 
they had to use freight forwarders under the Bland Act. They 
indicated that in certain cases even where they used a freight for- 
warder, the steamship line nevertheless prepared the bill of lading. 

In addition to that, there was the possibility that other Federal 
agencies or departments located in port areas might be able to per- 
form the necessary freight-forwarding functions where it merely 
amounted to some paperwork, but that they did not explore these 
possibilities too much because of the fact that they felt they had to 
use a freight forwarder. 

They also indicated that in ports where they did have a local com- 
modity office, there was the possibility that that local commodity 
office, which had to perform many functions with reference to that 
shipment, could easily handle the little additional work required for 
making out the necessary papers. 

I might add, while this information was furnished in Washington, 
it was considered desirable to actually question people in such a port 
office to see whether there was an opportunity or it might be desirable 
for them to do the work themselves without a freight forwarder. It 
was found or ascertained that in the city of New York up until June 
of 1953, and for several years prior thereto, a great quantity of agricul- 
tural commodities had been shipped out of the New York office, located 
right in the port area. At the time the investigation had begun, the 
office had since moved to, I believe, Chicago. However, available in 
New York were people who worked directly in connection with those 
shipments, and directly with freight forwarders employed on those 
shipments. 

One of those people who was questioned who supervised giving out 
instructions to freight forwarders, advising them as to what “had to be 
done, advised that the use of freight forwarders in the port of New 
York while they had their office there was totally unnecessary. He 
indicated that the agency itself arranged for the purchase and procure- 
ment of the agricultural commodities involved. He said that they 
took care of arranging for the shipment from wherever the point of 
origin was to the city of New York. 

He indicated further that they arranged themselves to get the 
commodities shipside. He indicated also that they had their own 
local inspectors at the piers to inspect the condition of these food com- 
modities, and some of them required refrigeration, and others required 
special attention, and so they have their own personnel from the time 
the shipment started until the time the shipment ended, working in 
connection with the shipment. 
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He indicated that in connection with the use of freight forwarders, 
while they might in a proper case perform a very necessary and vital 
function, as far as that office was concerned there was no need for 
them, since the little work they did was far outweighed by the admin- 
istrative problems that were involved. 

He said: 

If we could deal with one freight forwarder, possibly we could work him in so 
that he might have participated to a greater extent in connection with our 


operations. 

He indicated, however, that they had hundreds of freight forward- 
ers in New York, or at least a great number, who wished to participate 
in the program, so it was necessary to constantly change and get new 
freight forwarders, issue instructions to each of them, and answer 
questions regarding the instructions, and actually hold conferences 
with them and lengthy phone calls, to almost set up a school to ad- 
vise them as to the special forms and requirements of the Depart- 
ment of Agriculture as to this paperwork. He said it would have 
been far simpler for us to have done it ourselves. 

He was asked then, why were they used; and he said that was 
because of the Bland Act. 

Mr. Tuompson. Did you find in your experience, as investigator, 
that perhaps the Department of Agriculture was using too many 
complicated forms, as many departments are prone to do? 

Mr. BLuMENFELD. I might say with reference to that, I think I 
have a statement here 

Mr. THompson. I think the GAO makes recommendations along 
those lines. 

Mr. Eckert. I think here we are dealing with really the same 
forms and procedures, and of course the only question then would 
be whether there should have been an office in New York and whether 
they had too much manpower. 

Mr. BuumMenretp. As a matter of fact, a freight forwarder said 
this, which might reflect thereon: 

Any qualified forwarder can handle the relatively simple documentation work 
in connection with Production and Marketing Administration shipments. Ordi- 
nary documentation required on commercial shipments are considerably more 
difficult than the documents required by PMA, 

Mr. Eckert. That appears on page 12 of the report. 

Mr. Tsompson. I should like to inquire about your statement that 
they would have to conduct a school to educate them in filling out 
these forms. That was the thing that interested me. 

Mr. BrumeNretp. While it may seem inconsistent, this informant, 
who was with the Department of Agriculture at the time they used 
freight forwarders, indicated that he found many freight forwarders 
who were registered as freight forwarders who frankly had very little 
experience 

Mr. THompson. They would have had the same trouble or possibly 
more with commercial shipments. 

Mr. Ecxerr. We have this problem there, that will bring out the 
point you raise, Mr. Chairman, and that is that they had to devise a 
method by which they could spread the work among the freight 
forwarders, and the method was to take a list of freight forwarders 
and give one a job one Monday or Tuesday, and another one on 
Wednesday and Thursday, or for a week, or a month, and keep going 
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over the list. So that they never could deal with a particular for- 
warder and be able to call up and say, “Joe, we have a shipment down 
here.”’ 

Mr. Tuompson. I wanted it clarified for the record, because the 
previous statement would have indicated that because of voluminous 
forms, perhaps complicated ones, which were not required in private 
channels, a system of education would be required. 

Mr. BLuMENFELD. I might say this, also, that while the forms 
basically, according to this freight forwarder, were simple, I found 
by talking to many shippers that every shipper has his own idea as to 
how he wants a certain form filled out. They say it is preposterous, if 
we use a freight forwarder, to change freight forwarders every day so 
that we will have to constantly tell them how we want it. 

Even while it basically might be simple, they did have this addi- 
tional burden of advising and instructing the various freight forwarders 
as to their particular desires in the matter. 

Mr. Trompson. It is no different from any commercial shipper, 
and they would have had to do the same thing. 

Mr. Eckert. Except they might have dealt with the same freight 
forwarder all of the time, and he would have known their interests. 

Mr. Warren. I[ do not want to interrupt your line of thinking, Mr. 
Blumenfeld, but I note on page 11 at the bottom of the page there is a 
statement: 

For the most part, all the forwarders actually do is prepare the ocean bill of 
lading, export declaration, which they file with the customs, and make a distribu- 
tion of the documents involved as instructed. 

Mr. BLUMENFELD. That is correct. 

Mr. Warren. Did you find in most instances that is what for- 
warders principally were doing on agriculture’s shipments? 

Mr. BLuMENFELD. Based on the information given to me, they 
advised me that the Department of Agriculture arranged the booking 
of the cargo themselves, and arranged for the transportation from 
the inland point to the port, and arranged for the movement of the 
cargo shipside and had people at the port examining and inspecting 
the cargo. All that was required of these independent private freight 
forwarders basically was some simple paper work. 

Mr. Warren. Did they indicate to you why they did the booking? 

Mr. BLtuMENFELD. Yes. They indicated that it was done for 
several reasons. First of all, they advised that under the law the 
Government agency was required to assure that at least 50 percent 
of the tonnage went on American-flag vessels. They felt by doing 
the booking themselves, that would be the simplest way of seeing 
that their obligation was fulfilled. 

Mr. WarrEN. Could not individual forwarders do that? 

Mr. BLuMENFELD. They said this, to their way of thinking, was 
the simplest way. 

They also pointed out that in addition to getting a certain percentage 
on American-flag vessels, they wanted to assure as a matter of policy 
that not all of the freight was given to any 1 or 2 or 3 lines; that to the 
best of their ability they would apportion the tonnages to as many 
lines as possible, on as fair a basis as possible. 

Mr. Warren. As many American lines? 
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Mr. Biumenretp. As many American lines or other lines who for 
some reason or other would have been the desirable line to carry 
the freight. 

They “also indicated that some of the items they shipped were on 
so-called open rates, and in those connections they had to negotiate 
sometimes with the steamship lines to arrive at what might be a fair 
rate. They said, ‘Since we dealt with the lines ourselves, we had 
contact with them and there was no reason to turn this over to any 
freight forwarder.” 

Mr. WarreN. Might an open rate be lower than a contract rate 
or the tariff rate? 

Mr. BLUMENFELD. When we say “‘open rate,”’ we imply a rate that 
is not set in the tariff. 

Mr. Warren. It could be higher or lower? 

Mr. BLuMENFELD. It is one that is negotiated. 

Mr. Warren. All right. 

Mr. Biumenretp. The »y then pointed out that by booking it them- 
selves, they would be able to answer any questions which “might be 
prese nted to the Department by the Foreign Operations Administra- 
tion for whom they were performing these procurement and shipping 
functions, and they felt that there was no reason to turn that over to 
a freight forwarder, and there were several reasons why they pre- 
ferred doing it themselves. 

I think getting back to the situation in New York, it might be 
interesting to note the problem in connection with distributing the 
tonnages among the various freight forwarders was always a sore 
point with the forwarding industry, who felt that for some reason or 
other certain specific freight forwarders were being favored. As a 
matter of fact, it occasioned a full-scale investigation by the Security 
Department of the Department of Agriculture, who felt that possibly 
certain individuals within the Department might be accepting gratui- 
ties or might for some other reason be favoring certain forwarders. 

As far as I know, no substance was found, but the investigation 
was conducted on the basis of many complaints by the forwarding 
industry. 

Mr. Warren. Will you comment upon the contention of excessive 
compensation on agriculture shipments, and give the committee 
an idea of what you are talking about? 

Mr. BiumenFre pb. The freight forwarders in connection with the 
Department of Agriculture were for the most part compensated on 
the basis of the receipt of brokerage, which was an arbitrary, and by 
that I mean a set 1\% percent of the amount of the ocean freight. It 
had no relation to the work they performed, and it might mean in 
certain cases that they would be underpaid if the shipment were a 
very small one. 

For example, if the shipment amounted to, let us say, $100 freight 
charges, they would get $1.25, that is, for doing this work on the 
ship. If, on the other hand, the ocean freight charges amounted to 
$100,000, they would get over $1,000, or $1,250, for their work. In 
other words, regardless of how much work they did, or what was 
performed in connection with the shipment, they got this set 1% 
percent of the freight charges. 

Since at the outset—and that covers perhaps 1948 or 1949 and 
1950—most of the shipments of the Department of Agriculture were 
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very large parcels, some of them 5,000 tons and 4,000 tons, it was 
not infrequent that a freight forwarder got in excess of $1,000. In 
many cases he got several hundred dollars, 

There was a report issued by the Department of Agriculture cover- 
ing a period from October 1952 to March 1953, showing 38 berth-term 
shipments totaling 113,000 tons made to Greece. Each shipment 
averaged almost 3,000 tons. Most of these shipments consisted of 
bulk wheat, and the tariff rate was $13 at the time. The average 
ocean freight on each shipment, therefore, was $39,000. The brokerage 
fee the forwarder received, being 1% percent, amounted to $487.50. 

The forwarding industry performs services for the Department of 
Agriculture, or did perform services for the Department of Agri- 
culture, on the west coast. Because of an unusual situation, there is 
an interesting comparison which can be made to determine whether 
or not this compensation was excessive or unreasonable. 

On the west coast, because of a conference or because of a previous 
conference provision prohibiting the payment of brokerage, it was 
necessary for Government agencies to pay the forwarders themselves 
directly. This was accomplished on the basis of competitive bidding. 
It was found that the average price which was bid was around 3 or 4 
cents a ton. This was not always the case, and in some cases I 
think some departments advised that they got bids as low as 1 cent 
a ton, and in some cases it was 6 cents or more. But the average, 
they advised me, was 3 to 4 cents a ton. 

Since the average tariff rate or a very conservative rate might be 
$15 to $20, 1% percent of that would be around 20 to 25 cents, indi- 
cating that perhaps if they were getting paid on this arbitrary broker- 
age basis, they might be getting much more than the ‘y were obviously 
willing to take when they were allowed to bid w hat they felt was a 
reasonable amount for the services performed. 

Mr. WarrREN. So you are indicating that where the same type of 
shipment and the same type of service is involved, brokerage was 
paid in one instance. Yet, in another instance, where brokerage was 
not payable on the west coast, the Department of Agriculture entered 
into contractual arrangements based on reasonable value. And, your 
point is that since the same kind of shipments and se rvices are in- 
volved, the compensation paid in one instance is excessive? ne 

Mr. BLUMENFELD. That is correct. = 

I might say this: The freight-forwarding industry has indicated in 
a memorandum, I think, in answer to the GAO report, that while in 
certain cases they might have received excessive compensation, on 
the overall picture when all of the shipments are taken into consider- 
ation it balances out to what is reasonable compensation. 

The point or observation 1 want to make with reference to this 
contention of the freight-forwarding industry is as follows: Since the 
compensation is based on an arbitrary fixed 1% percent, it would mean 
that, if it worked out on the overall to a reasonable rate, it was just 
coincidence, because in certain cases if all of the shipments were small, 
they would certainly be undercompensated, because in many cases 
forwarders say that the brokerage is so small they do not bill for it. 
In other cases they say they get a pretty good deal on the brokerage, 
on large lots. 

Since no freight forwarder is compelled to handle Government ship- 
ments, they apply to handle the shipments under General Order 70, 
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it is obvious that if they will lose money on the overall picture they 
will not be willing to handle the shipments. 

Mr. WARREN. So you are recognizing that if this compensation is 
reasonable according to freight-forwarder contentions, it is coinci- 
dental with reasonableness; however, there are some shipments on 
which brokers do not make much brokerage? 

Mr. BLuMENFELD. That is correct. 

Mr. Ecxerrt. If I may interject this, of course we are dealing here 
with Government shipments, and our relation here is what the Govern- 
ment would pay for these services by contract with the freight for- 
warder as it relates or compares to what the forwarder would get 
from brokerage were he to take or could receive brokerage on the 
shipment. 

As to the industry, whether 1% percent will bring them out whole, 
I do not know that we are in a position to comment on that. I do 
not know the basis of the establishment of the 14 percent on the com- 
mercial activities of freight forwarders. 

Mr. THompson. May I interject for clarification. You state that 
the activities of a broker are not the responsibility of the shipper, and 
it has nothing to do with forwarding. Yet, you state that on the west 
coast, the departments of the Government actually paid, by a bid or 
some other way, brokerage fees in lieu of their being paid by the 
carrier. 

Mr. BLuMENFELD. I think it is exactly the other way around, Mr. 
Chairman. Where they were compensated by brokerage alone, 
here in New York or Washington or any east coast port, they were 
being compensated for the shipper’s freight-forwarding fees, since 
they were actually being hired and employed by the Department of 
Agriculture to represent the Department of Agriculture with the 
steamship line. In other words, brokerage, as was testified earlier 
by the Maritime Administration, represents booking and securing 
of cargo. Certainly on the Department of Agriculture’s shipment 
where the Department of Agriculture, for the very many reasons 
they mentioned, was doing its own booking, certainly the freight 
forwarders were not responsible for that cargo being placed with 
any individual line. 

\M{r. Thompson. You did not classify them as brokerage, but as 
forwarding fees. 

Mr. Eckert. What they contracted for, forwarding fees. I 
think we have the case which is referred to in the report, entitled 
he Moylan case, on page 41. In that instance—I hope you will 
correct me if I do not get these facts exactly right—the Government 
entered into an agreement with this forwarding firm to perform these 
services at no charge to the Government on the basis that brokerage 
would be paid by the steamship line. Because of the tariff situation 
out there and the conference rules, payment was not made of broker- 
age. The freight forwarder then requested payment for the amount 
the brokerage would have amounted to, from the Government. 
But then, on the theory that there was certainly no agreement to 
make payment of any kind, it was indicated that he could only be 
paid on a quantum meruit basis, or for whatever services were ac- 
tually performed. And on that same shipment we concluded that 
the basis for payment would be what he had been doing similar work 
for, for the Government. On that basis he was allowed 6% cents as 
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a”rate. I think he was paid 1,800-and-some dollars, whereas the 
brokerage would have amounted to 8,000-and-some dollars. 

Mr. THompson. You did not class it as brokerage, but you classed 
it as forwarding fees. In those cases, did the Government do all of 
the forwarding themselves? 

Mr. BLuMENFELD. The freight forwarders actually did work on the 
shipment. 

Mr. Ramsey. The point is that the Government booked the cargo, 
as I understand it. 

Mr. Tuompson. I understand. I thought you had stated that in 
lieu of brokerage fees, which the steamship company was not prepared 
to pay, the Government knew that some compensation should be 
paid, and paid it instead. 

Mr. Eckert. I think that is a fair statement. If they are going to 
use the services, they would pay them what they are worth, and the 
Government has entered into contracts and agreements with various 
forwarders to pay them a certain rate or a certain price to do these 
services which are needed to be done. 

Mr. Buumenrep. I think this might help clarify the problem just 

bit. At the outset, when the Government started to make these 
great shipments of relief and rehabilitation cargoes, the freight for- 
warding industry went to the various Government agencies and said, 
“We think we can do a good job on your shipments, and we can do it 
at no expense to the Government because when we are employed as 
your freight forwarder, the steamship lines will pay us brokerage of 
1% percent on these shipme nts. So we feel by collecting this brokerage, 
we will be adequately compensated so that it will not be necessary to 
charge the Government for the work we are performing for the 
Government.” 

On the other hand, because in certain areas steamship lines did not 
pay brokerage, the Government was required to pay the forwarders 
themselves. 

Mr. TuHompson. Do you think that is a sound Government attitude? 

Mr. BLUMENFELD. All I know is that the Federal Maritime Board 
has criticized that in its correspondence. It has taken the position 
that it feels that the Government, like anyone else, should be willing 
to pay for the services that are pe .rformed for its benefit. 

Mr. Warren. Has the Department of Defense voiced any opinion 
on that subject? 

Mr. BiuMENFELD. I think so. The Department of Defense has 
stated this: 

It is the policy of the Chief of Transportation that commanders, ports of embar- 
kation may utilize the services of foreign freight forwarders for the handling of 
commercial-type, Army-sponsored cargo for which the Army has shipping re- 
sponsibility and where it is in the interest of the Government to do so by reasons 
of efficiency. 

The new policy provided that: 


Port commanders will procure forwarder services under a system of local adver- 
tising for bids. 

The Army advised the General Accounting Office that it felt this 
policy contemplated that the forwarder would be paid for his services 
by the Army and would not collect brokerage from the ocean carrier. 
He would not be undercompensated for his services, as they explained, 
should the brokerage not be sufficient, nor would he be overcompen- 
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sated, but he would get a fair rate based on competitive bidding, 
based upon the services that were actually performed. 

Mr. THompson. Using the word “may” instead of “shall’’, as 
General Order 70 suggested, wasn’t the Department of Defense 
discriminating against ‘other lines which were not being used, by dis- 
allowing the lines they did use to pay brokerage fees to forwarders who 
handled their shipments? 

Mr. BLumMenretp. The Department of Defense took this position: 
that the forwarders were merely serving the Department of Defense, 
and not any of the steamship lines, and that the Army was doing its 
own booking pursuant to the Army’s procedure of handling its ship- 
ments; and that therefore, if the forwarder was emp loyed at the 
request of the Army and for the benefit of the Army, it should pay for 
those services. They felt if they did that, the forw arder would have 
no cause for complaint. 

Mr. THompson. That again would be a proper attitude, in my 
opinion, if the Government saved money on the tariff rate. But, in 
doing this Defense paid the same rates other shippers paid, and yet 
those carriers did not pay the 1% percent. 

Mr. BuuMENFELD. May I read to you what the Department of 
Defense has said on this point. The forwarders argued that very 
same thing to the Department of Defense: 

We cannot see your logic in refusing to allow us to serve you free of charge when 
you will pay the same freight charges that anybody else will pay. 

And the Department of Defense stated with reference to that as 
follows: 


The designation of a private foreign freight forwarder to perform minor or 
extraneous services so as to enable the forwarder to obtain a percentage of the 
ocean freight money from the carrier as a fee, on the theory that the fee in no way 
affects the cost to the Government since it is paid by the carrier, is a subterfuge 
which the Department of Defense will not countenance. Such a policy is con- 
sidered to be inimical to the national policy of fostering the development and 
maintenance of the United States merchant marine. 

Now I might say this: that many private shippers who do not use 

freight forw arders take the same attitude. They say: 
We know of many of our competitors and many other people who designate 
freight forwarders to collect brokerage merely because the forwarders say, ‘‘We 
will perform ser ices for vou at no charge, and you will pay the same tariff rates.” 
They say in their opinion this is shortsightedness, because the only 
way the steamship lines can make money is by charging shippers in 
their tariff charges. 

As Mr. Morse indicated this morning, brokerage, like any other 
expense, must be reflected in the tariff charges. So ‘that in the long 
run, if the lines have greater expenses in brokerage payments, 
whatever the costs might be, it will sooner or later be reflected in a 
payment which will have to be paid by the shipper. 

Mr. THompson. We all agree and appreciate their attitude in pro- 
tecting the merchant marine. That is what we are trying to do. 
But, were they authorized to make such an interpretation, in your 
opinion? 

Mr. Eckert. I do not think we would want to comment on the 
authority of the military to make this interpretation. I do not 
know that it is really based on any provision of law, Mr. Chairman. 
This is their reasoning on a policy of the Department, and I do not 
feel we should comment on it. 
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Mr. Tuompson. I can understand that. I merely wished to see if 
you had formed an opinion or included it in your report. It would 
seem to me that the Maritime Administration and the Board, in 
issuing these orders governing and controlling the freight forwarders, 
would have the authority to tell any other depar tment how they should 
proceed under the law, under their cognizance. That would be my 
opinion, and I would like to have yours. 

Mr. Eckert. That may well be, and of course I think that is an 
issue which was discussed this morning with the Board, as to what 
authority they do have. And, of course, it is one of the reasons for 
our report. 

Mr. BuuMENFELD. I have here a letter written by Mr. Tibbott, 
who was here this morning, the Chief of the Regulations Branch of 
the Federal Maritime Board, dated April 15, 1954. It is to a freight 
forwarder who had complained about not collecting for freight for- 
warding services performed on a shipment made by the Department 
of Agriculture. The pertinent part of this letter is this: 

We also note your statement that a copy of a letter from the Commodity 
Stabilization Service to Consolidated Steamship Agency advises that the charges 
reported on your invoice should be included in the brokerage due on the shipment. 
We have discussed this matter informally with representatives of the Commodity 
Stabilization Office. It is still our view that a carrier should not pay for the 
forwarding services which a forwarder may have performed for the shipper, 
Government or otherwise. To do so might involve the carrier in a violation of 
section 16 of the Shipping Act, the administration of which rests with the Federal 
Maritime Board. We believe that the Commodity Stabilization Service fully 
appreciates this. . 

Mr. Tuompson. I think it has been stated time and time again that 
brokerage is not a service to a shipper but is a service to the carrier, 
has it not? 

Mr. Eckert. On these Government-type shipments, and particu- 
larly with Defense, I think Defense premised it on the basis that they 
were doing the negotiating with the carrier and booking the cargo, 
and therefore it was unreasonable to assume that the freight forwarder 
should take a commission for what the military department had done. 

Mr. Tuompson, I understand their attitude, but it seems to me 
they always refer to brokerage as being a payment for some service 
done for the shipper, when fundame ntally it is not. 

Proceed, sir. 

Mr. WarrEN. Did you say that the Department of Agriculture is 
not paying for any of the services rendered to it by forwarders? 

Mr. BLUMENFELD. I think I have recently heard that under some 
arrangements now, recently adopted, the Departme nt of Agriculture 
has gotten the West coast steamship lines to pay for its fre ight forward- 
ing services through brokerage. 

“Mr. Tuompson. I did not understand that. 

Mr. Eckert. I think the answer to your question is that there are 
instances, and I would not want to say that in every case or in no case 
did the Department not pay. 

Mr. WarREN. I was speaking of instances. 

Mr. Eckert. Yes, that is right. 

Mr. WarREN. You mentioned that there are several commodity 
offices throughout the country, some located at ports, such as New 
Orleans. You further indicated that it might be possible at these 
commodity offices for Department of Agriculture officials to perform 
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forwarding work. You conclude that here is an example of an 
instance where forwarding is unnecessary on a shipment. 

Would you elaborate on this? 

Mr. BLuMENFELD. I would like to say this: that, very frankly, 
whether or not a freight forwarder is necessary or not should be a 
matter primarily for that agency to decide for itself. However, it was 
very apparent because of the feeling or the belief that the Bland 
Freight Forwarding Act required the use of freight forwarders in all 
cases, the Department of Agriculture, as well as other Government 
agencies, did not even explore the possibility, or so it seemed, of 
utilizing their own offices in other cities or, for example, other Govern- 
ment agencies who are located in cities where they were doing freight 
forwarding work on behalf of other Government shipments. 

Mr. Warren. You have further stated that in the main, on Agri- 
culture shipments, forwarders only participated in preparing the bill of 
lading, the export declaration, and making a distribution of the 
documents. 

Was this the situation in every case? 

Mr. BLuMENFELD. That was the information given to me. 

Mr. Warren. It was the information given to you? 

Mr. BLUMENFELD. Yes. 

Mr. Warren. Is there any reason you can think of why a Govern- 
ment agency should not accept free forwarding services? 

Mr. BiuMENFELD. Other than what has been stated by the Federal 
Maritime Board itself, I might advise this committee that it has 
created a definite problem in connection with shipments made by 
other foreign governments and, as a matter of fact, in connection with 
the use of forwarders on private commercial shipments. The Fed- 
eral Maritime Board has taken the view that for a freight forwarder 
to waive his forwarding fee to the shipper in consideration of the brok- 
erage he will receive constitutes a violation of section 16 of the Shipping 
Act. 

Mr. Warren. Have they stated it might be a violation? 

Mr. BLumMENFELD. As stated by Mr. Tibbott, the reasoning there is 
that it indirectly amounts to a rebating of part ‘of the freight. charges 
and benefits that shipper over others “who do their own “freight for- 
warding. 

One representative of a foreign government stated that while he 
would want the source kept confidential, he indicated that some ques- 
tion had been raised by the Federal Maritime Board as to his ship- 
ments. He pointed out that he had requested various freight for- 
warders to quote to him what they would be willing to handle the 
necessary freight forwarding for on his country’s shipments. He said 
many of the freight forwarders indicated that they would be willing 
to do it free of charge, and he even went further to say that they would 
be willing to absorb some of the postage, telephone and warehouse 
expense, because the brokerage on the shipments, which were very 
substantial, would more than compensate them. He stated that while 
he was anxious to comply with American Government laws and regula- 
tions, he did not feel it fair to have a special rule for shipments by the 
United States Government agencies, and a separate rule for his own 
government’s shipments. 

Other private shippers who make substantial shipments have indi- 
cated that freight forwarders are willing to do certain tasks in connec- 
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tion with their shipments free of charge. They say they do not see 
why they should be held to be in violation of any law if the Government 
itself is willing to utilize freight forwarders to perform services for the 
benefit of the Government, and have those services paid by the steam- 
ship lines. 

Mr. Warren. In your report concerning the Agriculture Depart- 
ment, you often referred to comments concerning forwarders. Some 
of these comments were that one forwarder admits that any for- 
warder can handle simple documentation work on Agriculture ship- 
ments. Another is that one official of the Transportation and Ware- 
housing Branch asserted forwarders stay in their easy chair and 
never go to the dock, and they do not supervise shipments or check 
quantities or condition of the shipment. 

Another former New York Commodity Office official said the 
burden of supervising fell back on that office. 

Were these remarks stated to you by people whom you consulted 
in connection with your investigation? 

Mr. BuuMENFELD. Might I say it was stated to me and possibly 
to others, but I am merely reporting the results of the General 
Accounting Office investigations. 

Mr. Warren. Do you have anything more to add to the Depart- 
ment of Agriculture investigation? 

Mr. BLUMENFELD. I have here a statement which was given to 
me by someone who worked in connection with the Department of 
Agriculture on shipments in New York. 

Mr. Eckert. I do not think we ought to submit this at all. 

Mr. BLuMENFELD. He requested that, if it could be done, he not 
become involved in any way, but gave information pertaining to the 
handling of Department of Agr iculture shipments in New York, 
which is substantially as we have advised this committee. 

Mr. THompson. Under the rules of the House any information 
you have which might imply something detrimental to an individual 
or a corporation can be taken in executive session at this preliminary 
hearing and we can decide later whether or not it should be used in 
the record. We will make that one of them. 

Mr. Eckert. We have statements and necessarily we have talked 
to these people, but for our purpose here today, I hope to keep any 
individual names or comments entirely out of the record. 

Mr. THompson. That can be done under the rules. 

Mr. Warren. Mr. Blumenfeld, do the matters which you reported 
upon in connection with Agriculture shipments also pertain to matters 
you found as to the use of forwarders by the General Services Adminis- 
tration and Public Roads Administration? 

Mr. BuumMENFELD. The General Services Administration made 
shipments of a great variety of products. Generally, the shipments 
they made were small parcel shipments, so that the amount of broker- 
age which was paid on those shipments did not begin to approximate 
that that was paid on Department of Agriculture big parcel ship- 
ments. Nevertheless, the case which was referred to by Mr. Eckert, 
the Moylan case, involved shipments of the General Services Adminis- 
tration, where the amount that would have been payable to the freight 
forwarder on the west coast had he been paid by brokerage was in 
excess of $8,000, whereas if he had been compensated on the basis of 
his usual contract price it was less than $2,000, or some $1,400. 
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Mr. Warren. Did you find that free services were being offered 
to GSA and Public Roads? 

Mr. BLuMENFELD. In connection with the General Services Admin- 
istration, services were being rendered free; and as a matter of fact, 
the freight forwarders at one time had agreed to absorb the necessary 
postage expenses, and perhaps telephone expenses. Because of the 
fact that the parcels or the shipments were in many cases small, so 
that the freight forwarders might even lose money on the shipments, 
they requested to be paid at least for those necessary expenses. 

As far as any other compensation, it was not made to them except 
out on the west coast when the steamship lines were not paying 
brokerage. 

In connection with the Bureau of Public Roads—and I think there 
was just about one page in the report which related thereto, it is a 
very small agency, and it is not too important, but the shipments 
generally are very small. At one time the freight forwarders were 
willing to handle their shipments free of charge because of the broker- 
age they received. Because of the fact that it was found that the 
brokerage did not adequately compensate them, they began to request 
to be paid by the Government some amount to cover the freight 
forwarding fees. 

The Government or the Department of Public Roads began, as J 
understand, to make payments to them in those cases where the 
brokerage was not high enough to compensate them. If the brokerage 
were in a particular case high enough to give the freight forwarder 
enough to cover his expenses and maybe some profit, they would not 
pay anything. 

Mr. Warren. Did you find instances where they were unnecessary 
or could be dispensed with, possibly to the advantage of the Govern- 
ment, in the case of Public Roads or the GSA? 

Mr. BuuMENFELD. As far as the General Services Administration 
is concerned, the report of investigation indicates that the General 
Services Administration has their own Federal Supply Service which 
performs freight forwarding functions on behalf of various Government 
agencies. Exhibit 15 of the report of investigation is a letter written 
by the Administrator of the General Services Administration to the 
Assistant Secretary of Commerce on March 2, 1954, advising the 
Secretary of Commerce that: 

Your letter of February 18 relative to the change in freight forwarding services 
formerly handled by the Department of State has been received. I ain glad to 
comply with your request. General Services Administration will attempt to 
pro’ ide the freight forwarding ser: ice beginning March 1. 

Several Government agencies have been using the United States 
Department of State dispatch agent’s office in New York, and on the 
west coast, and in the gulf, to handle shipments of office furniture, 
supplies, and other Government-needed equipment abroad. 

Mr. Warren. But not foreign economic aid? 

Mr. BLuMENFELD. No; because of the fact that the Department of 
State wanted to make certain charges to these other Government 
agencies they were servicing, the Department of Commerce along 
with other Government agencies requested the General Services 
Administration to handle this freight forwarding service for the 
Government agencies involved. 
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The General Services Administration replied as I have read, and as 
a matter of fact they did perform freight-forwarding service in New 
York and on the west coast and at other places. 

Nevertheless, when the Emergency Procurement Service in Wash- 
ington had freight going out of New York, they used freight forward- 
ers rather than their own Federal Supply Service office. It might 
very well be that it would have been much more simple and beneficial 
to use a private freight forwarder. However, they indicated that 
they would not even begin to ascertain whether or not they could 
perform it cheaper or simpler through their own office, because they 
had no choice in the matter. 

Mr. WarkeEN. In regard to GSA and Public Roads, did they also 
labor under the impression that the Bland Act required the use of 
forwarders? 

Mr. BLuMENFELD. That is correct. 

Mr. Warren. In regard to the Department of Defense, what did 
you find? 

Mr. BiuMENFELD. Before 1947 and 1948, the Department of De- 
fense did not use any freight forwarders in connection with its ship- 
ments of any relief or rehabilitation or any shipments under any of 
its various programs. The Department of Defense began to use 
freight forwarders in 1948 when the Maritime Administration indi- 
cated that the Bland Act was still in effect and the various Govern- 
ment agencies should use freight forwarders. 

The Department of Defense set up procedures and indicated various 
services that freight forwarders could perform at all of the various 
ports which might assist the Department of Defense in connection 
with its exports under the various relief and rehabilitation programs. 
It was found, according to information given in Washington, that the 
use of private freight forwarders was not of any benefit to the Depart- 
ment of Defense but, rather, was a hindrance to them in their opera- 
tions. 

They explained that actually the various ports of embarkation they 
maintained did basically everything an outside freight forwarder 
could do, and that they had well-established practices and they had 
integrated procurement, transportation, and shipping policies, and 
that the use of freight forwarder could not add to anything they had 
in operation but might confuse the operation. 

The New York Port of Embarkation, which actually used freight 
forwarders for a time, was visited, and people who worked in con- 
nection with freight forwarders substantiated this information given 
in Washington. They explained that because of this frequent chang- 
ing of freight forwarders, and the further fact that basically they had 
no need for freight forwarders to begin with, it was found that the 
best way to cope with the problem was to assign the freight forwarders 
to act as checkers on the piers, to give some justification for the receipt 
of compensation. 

In 1950, when the Military Sea Transportation Service went into 
effect, they reviewed their whole operations, including the use of 
freight forwarders, and decided that they would no longer use freight 
forwarders under any belief that they were required to use them, but 
they would use them only in cases where they could be of benefit. 
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Mr. Warren. Mr. Blumenfeld, do you understand that forwarders 
are interested in participating in ‘all De ‘partment of Defense cargoes 
or only in certain types of their cargoes? 

Mr. BuuMENFELD. As Mr. Ec ‘ert indicated, there was much in- 
formation available to the General Accounting Office relating to the 
desires of the freight forwarding industry and their opinions, based 
upon various hearings held in Washington. I think the General 
Accounting Office reviewed every hearing wherein freight forwarders 
or their representatives appeared, and the testimony was read so that 
the views of the freight forw arding industry could be understood. 

Also, there were various doc ‘kets and briefs, including the testimony 
of freight forwarders in hearings held by the Federal Maritime Bo: ard, 
also studied. In addition thereto, much correspondence in the hands 
of the Maritime Administration from various freight forwarding 
organizations and various freight forwarding groups, as well as indi- 
vidual freight forwarders, was studied. 

At the beginning, going back to 1950, when the Military Sea 
Transportation stopped using freight forwarders, many complaints 
were sent to the Federal Maritime Board and other agencies. 

The indications at that time were that freight forwarders wished 
to handle all such Military Sea Transportation Service shipments 
which were given to private commercial carriers. They did not want 
to handle anything which went on any Army or Navy vessels. 

I can read briefly some extracts of these letters to give you the 
gist of them. Without naming names, I have a quotation here. This 
is dated September 28, 1950. 

tecently the Military Sea Transportation Service has made arrangements 
with a number of private steamship lines on berth, term, and charter space 
contracts for the movement of foodstuffs, machinery, military defense aid, and 


other types of tonnage, without any provision that w ould permit the participation 
in handling of movements by the forwarding agents. 

The forwarders do not ask to be permitted to participate in the handling of 
movements of military equipment going forward on Army or Navy transports, 
but are only asking that they be permitted to participate in the handling of 
cargo booked with private steamship lines on berth, term, and charter space 
contracts that are loaded from the various public wharves. 


[ have another letter to Admiral Cochrane, of the Federal Maritime 
Board, very briefly: 


It is not our desire to participate in the movement of cargoes on Army or Navy 
vessels, but only on material to be handled by private steamship lines. Other- 
wise, it would be necessary for the Military Sea Transportation Service to employ 


and train considerable personnel at great expense to perform work which should 
be handled by personnel of the American forwarding agents experienced in this 


type of work, at no expense to the Government. 

I think more recently the freight forwarders have made very clear 
their desire to be used only in connection with shipments of com- 
mercial-type cargo which comes under aid programs. However, there 
is much correspondenc e from forwarders indicating that regardless of 
the type of shipment, as long as it went on a commercial- -type vessel 
they wanted to participate. 

Mr. Ramszy. I think, Mr. Warren, our report on page 19 makes it 
clear that we understood, for purposes of this report, it was the desire 
of the freight forwarders to handle shipments made under the mili- 
tary assistance program. That is what we were speaking of in the 
report. 
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Mr. Eckert. As distinguished from purely military or logistics 
supplies. 

Mr. Warren. What did you find to be the position of the Depart- 
ment of Defense as to their present use of forwarders? 

Mr. Buiumenretp. The Department of Defense stopped using 
freight forwarders back in 1950. As far as I know, if they have used 
freight forwarders since then, it has been a very limited or almost 
nonexistent thing. They feel that they have not only the system and 
the ~oee ‘withal to do the work better than any freight forwarder can 
do, but there are many reasons why a freight forwarder could not 
logically be employed, because their operations are so vast and ex- 
tensive it requires great coordination and planning, which means that 
to inject various outside people, and keep changing them, would not 
be of any assistance but actually might create difficulties, 

Mr. Warren. What are their regulations regarding the present use 
of forwarders? 

Mr. BiuMENFELD. The Department of Defense or Department of 
the Army has issued a policy statement, and I quote from it: 

It is the policy of the Chief of Transportation that commanders, ports of 
embarkation, may utilize the services of foreign freight forwarders for the handling 
of commercial-type, Army-sponsored cargoes for which Army has shipping 
responsibility and where it is in the interest of the Government to do so by reason 
of economy and efficiency. 

. Warren. You are indicating that their present policy is that 
eae may be used if so determined by the port of embarkation 
commander? 

Mr. BLUMENFELD. That is correct. 

Mr. Eckert. That was the policy at the time of this report, and 
I do not know of any change, or any recent changes, in that policy. 

Mr. WarrEN. Mr. Blumenfeld, will you indicate to the subcom- 
mittee why the Government is acting as shipper under the foreign 
economic aid and rehabilitation statutes, and the extent to which it 
is so acting? 

Mr. BuumMENFELD. I think I can briefly summarize the picture. 

The foreign relief and rehabilitation programs were originally under 
the Economic Cooperation Administration, and then they came 
under the MSA, and then under the FOA, and now the ICA. 

The original thinking of the Foreign Operations Administration at 
the time this report was prepared was that they would get the Govern- 
ment out of the procurement and transportation of relief and rehabili- 
tation program items to the maximum extent they could. They began 
adopting the policy of turning over and making available to the for- 
eign government which was the recipient of our aid, funds by which 
they could do their own procurement and transportation. For this 
reason, a lot of this may be becoming academic. 

The Department of Agriculture shipments now in nowise compare 
to what was going on formerly, because many of the recipient gov- 
ernments are in a position to do their own procurement and trans- 
portation. It is only when they cannot do that for themselves, or 
where for one reason or another it is impracticable, that the Govern- 
ment does it themselves. 

Another reason the economic aid programs are slowly diminishing 

because of the fact that many of the governments which were 














72 FOREIGN FREIGHT FORWARDERS AND BROKERS 


recipients of our aid have become economically much stronger than 
formerly, so that they have less need for reliance on our aid. 

The trend has been more toward military aid than economic aid, 
so that I think the Department of Agriculture, the General Services 
Administration, and the Bureau of Public Roads, are rapidly fading 
out or have faded out considerably. The accent now is on the Depart- 
ment of Defense, which is at the present time handling all of the 
military defense assistance programs and shipments. 

Mr. Warren. You are suggesting that this is a hot and cold 
proposition, according to the policy of Congress in aiding friendly 
nations? 

Mr. BiumenrFevp. That is correct. 

Mr. Warren. To what extent, percentagewise, is the United States 
Government acting as shipper under these programs? 

Mr. BuumMeENFELD. As far as I know, about a year or so ago they 
indicated to me that less than 10 percent, if that much, of the economic 
aid shipments were being made by the Government agencies them- 
selves. The remaining 90 percent or more were being handled by 
the recipient countries, through their own commercial channels. 

Mr. Warren. Mr. Chairman, I call attention to the fact that when 
we hear from the various agencies we might be interested in knowing 
the amount of money which is involved, and the amount of brokerage 
which has been paid by carriers on these shipments for each agency. 

Mr. Blumenfeld, the report of the General Accounting Office stated 
that widespread commercial abuses in connection with the payment of 
brokerage were existent. 

Mr. Chairman, I suggest because of the late hour, the General 
Accounting Office be asked to testify on this subject tomorrow 
morning. Thereafter the Departments of Defense, Agriculture, the 
General Services Administration, and the Public Roads Administration 
will give their testimony. 

Mr. Tuompson. That is one of the finest suggestions I have heard 
today. If the members of the subcommittee w vill defer any questions 
they have until tomorrow morning, I think we will possibly act more 
expeditiously. 

I de want to say to the persons who are in the rear of the room that 
we invite you back. We want anyone who is interested in any seg- 
ment of the maritime industry to come to these hearings, and to be 
heard if they so choose. 

This subcommittee, I wish to make it clear, is not disposed to 
make any charges or implications or indictments against any segment 
of the maritime industry. We are a fact- finding body of the full 
committee. Our interest is in the maritime industry and our responsi- 
bility is to see that any legislation or statutes under our cognizance are 
given the proper attention. In that spirit, we are going to continue 
these hearings, and we hope you will come back. We invite any 
segment of any interested industry to have its representatives here. 

The subcommittee will adjourn until 10 a. m. tomorrow at which 
time we will have an executive session with the witnesses from the 
General Accounting Office. At 11 0’clock we will go into open hearing 
again pursuant to the schedule counsel has arranged. 

(Whereupon, at 5:20 p. m., the subcommittee adjourned, to 
reconvene at 10 a. m., Thursday, October 27, 1955.) 
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INVESTIGATION INTO THE ACTIVITIES OF FOREIGN 
FREIGHT FORWARDERS AND BROKERS 


THURSDAY, OCTOBER 27,1955 


Hovse or REPRESENTATIVES, 
SPECIAL SUBCOMMITTEE ON 
ForEIGN FREIGHT FORWARDERS OF THE 
CoMMITTEE ON MercHANT MARINE AND FISHERIES, 
Wash ington, dD. c 

The subcommittee met at 11:20 a. m., pursuant to recess, in 
room 219 of the House Office Building, Hon. T. A. Thompson, chair- 
man of the subcommittee, presiding. 

Present: Representatives Thompson, Davidson, and Chase. 

Present also: Charles F. Warren, chief counsel to the subcommittee. 

Mr. Trompson. The subcommittee will come toorder. This morn- 
ing we have scheduled witnesses from the Department of Defense, and 
] think Mr. Smith, the Director of Transportation is with us. 

Mr. Smith, will you come to the witness chair and identify your- 
self for the record. If you have a prepared siatement, we would be 
happy to hear it, after which counsel and members of this body will 
ask you certain questions in relation to this problem. 


STATEMENTS OF EARL B. SMITH, DIRECTOR OF TRANSPORTA- 
TION AND COMMUNICATIONS, OFFICE OF THE ASSISTANT 
SECRETARY OF DEFENSE (SUPPLY AND LOGISTICS); MAJ. GEN. 
PAUL F. YOUNT, CHIEF OF TRANSPORTATION, TECHNICAL 
SERVICES, DEPARTMENT OF THE ARMY; RALPH M. SHEAF, 
OFFICE OF THE DIRECTOR OF TRANSPORTATION AND COM- 
MUNICATIONS; AND HARRY R. VAN CLEVE, OFFICE OF GENERAL 
COUNSEL, OFFICE OF THE SECRETARY OF DEFENSE 


Mr. Smiru. I am Earl B. Smith, Director of Transportation and 
Communications from the Office of the Assistant Secretary of Defense 
for Supply and Logistics. Prior to my appointment to my present 
position in the Department of Defense, I was vice president and 
director of traffic for General Mills, Inc. I have been actively em- 
ployed in transportation for the past 35 years. Under the direction 
and guidance of the Assistant Secretary of Defense for Supply and 
Logistics, I develop and recommend policies and procedures in the 
fields of transportation and communications. 

The Department of Defense understands that this subcommittee is 
investigating the foreign freight forwarding industry to determine the 
sufficiency of existing legislation. One of the points to be covered 
by this investigation, it is understood is whether departments and 
agencies of the United States are observing the provisions of the 
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Bland Freight Forwarding Act of 1942. It is further understood that 
representatives of the industry have alleged that the Department of 
Defense is violating the letter, spirit, and intent of the Bland Act by 
not utilizing the services offered by the foreign freight forwarding 
industry at prevailing brokerage rates. Certain representatives of 
the industry have expressed the opinion that the Department of 
Defense should designate an export forwarder for each overseas ship- 
ment of commercial-type cargo which is booked with an ocean carrier 
so as to enable a forwarder to collect brokerage from the carrier. In 
return, the export forwarder would perform such services with respect 
to cargoes destined for the use of United States forces, as may be 
desired. Industry representatives have also contended that all 
foreign assistance cargoes, both military and civil, with the exception 
of explosives, had be called forward and booked by export for- 
warders with ocean carriers at the prevailing rate of 14 percent of the 
ocean freight money 

A review of the language and legislative history of the Bland Act 
indicates that that act does not impose any mandatory obligation on 
the Department of Defense to utilize the services of foreign freight 
forwarders. Subsequent proposed amendments to the Bland Act 
reinforce this view. 

The act was a wartime measure designed to facilitate coordina- 
tion of public and private forwarding agencies for three purposes: 

1) Efficient prosecution of World War II; (2) maintenance and 
development of wartime and postwar foreign trade; and (3) the 
preservation of forwarding facilities and services for postwar restora- 
tion of foreign commerce. The majority of these purposes have 
been achieved. 

The Bland Act never required utilization of forwarders in a way 
not “necessary or appropriate in the public interest.” It is the 
Department of Defense position that this Department is fully com- 
plying with the requirements of the act which allows this Department 
discretion to use the services of foreign freight forwarders or not, as 
found to be economical and efficient. 

The Department of Defense believes, on the basis of inquiries from 
Members of Congress and the executive branch of the Government 
and numerous complaints of industry representatives relative to the 
nonutilization of export forwarders, that a brief summary of the size 
and scope of Department of Defense operations, and the military 
supply system, shipping programs, commodities shipped, and past 
use of export forws arders will be helpful to the subcommittee. 

Never in our history, under conditions short of full mobilization, 
have United States military forces been dispersed on a global scale 
comparable to the past few years. As of June 30, 1955, there were 
2,900,000 (2,935,107) military personnel on the rolls. Of this number, 
1,200,000 (1,214,230) were outside of the United States. In addition, 
there were 140,000 (146,696) direct hire civilian employees of the 
Department of Defense plus 300,000 (323,109) foreign nationals hired 
by foreign governments for the support of Department of Defense 
forces outside the United States. These personnel were located in 
more than 900 separate military establishments in 44 different 
countries, Territories, possessions and island groups. Dry cargoes 
shipped worldwide during fiscal year 1954 for the support of these 
overseas personnel totaled 22.063, 614 measurement tons and at an 
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ocean freight cost of $549,937,543.56. Of this tonnage, 12,857,909 
measurement tons were cargo outbound from the United States. 
The shipper services were billed $238,200,000 for the outbound service 
provided. 

The logistic support of these widely dispersed installations involved 
manifold complex problems. Without a dynamic military supply 
system, and the means to schedule and control the movement of these 
vast tonnages to the more than 900 installations scattered over the 
globe, in the quantity and at the time required, many of these installa- 
tions could not have been established, nor could their continuing sup- 
port be assured. To complicate matters further, the numbers of 
personnel, and the missions assigned to the various installations are 
subject to sudden changes necessitated by the trend of world events. 

The military supply system must therefore be capable of increasing, 
reducing, or shifting the volume of logistic support on extremely 
short notice. 

The military supply system has evolved, step by step, to meet 
military requirements. As the methods of waging war with new 
weapons and tactics have undergone changes, new problems have 
challenged the supply system. In response to changed military con- 
cepts, the supply system has been altered to comply with the basic 
requirement of supplying forces with the quantities of items required, 
at the time and location needed, with the minimum expenditure of 
appropriated funds. In the interest of economy, the Department of 
Defense attempts to keep the level of stocks at warehouses and depots 
to the minimum, and the length of time supplies are in transit is 
reduced as much as possible. To accomplish these goals, the control 
of the movement of supplies, from origin to final destination, is of the 
utmost importance. Dissipation of control among numbers of for- 
warders would most seriously interfere with the continuous supply of 
adequate logistic support. The methods of controlling the movement 
of cargoes destined for overseas areas must be tailored to fit the par- 
ticular operation whether it be a land, sea, or air operation. The 
nature of Army operations requires fixed bases at ports of entry on 
the far shore. From these ports of entry, supplies are fanned out to 
the required locations. Navy operations are mobile; fleets may be 
based at an overseas port for supplies or may be supplied by replen- 
ishment fleets at sea or may even return to United States bases for 
resupply. The redeployment of major Air Force units requires rapid 
diversion of vast tonnages of all types of supplies. 

Because of the number and complexity of items, the volume of 
supplies in the military supply system, and differing departmental 
needs, each of the military departments operates a series of ware- 
houses or depots. The depot system provides for the stocking of 
equipment by broad categories such as ordnance, construction, 
chemical, and electronic parts, in specialized installations. In both 
the Army and Air Force, these specialized depots are located at 
various points throughout the United States; in the Navy, these 
specialized depots are combined at tidewater under a naval supply 
center. 


In the Army system, requisitions showing the quantities of items, 
required delivery dates, and priorities are received by overseas 
supply agencies located at either New York, New Orleans, San 
Francisco, or Seattle. Each overseas supply agency is responsible 
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for insuring the logistic support of one or more overseas commands. 
This re sponsibility includes designation of the supply source, deter- 
mination of the time period for deliver y at the port of exit, establishing 
priority of movement, diversion from surface to air transportation, 
and continuous followup to insure delivery at the time and place 
required. 

Army supply sources consist of warehouses or de spots located within 
the United States or overseas and manufacturers’ plants in the United 
States or abroad. 

When supplies are ready for shipment from the United States to 
overseas areas, the transportation officer at the supply point applies 
to the Port Traffic Division at Memphis, for shipping instructions. 
The Port Traffic Division routes and regulates the movement of all 
overseas traffic for both the Army and the Air Force. 

Upon receipt of an application for shipping instructions, the port 
traffic office determines the lowest landed cost to the Government, 
from origin to final destination consistent with delivery date required, 
priority assigned to the supplies, and port and ocean steamer availa- 
bility. On the basis of this evaluation, the ports of exit and entry on 
the far shore are nominated. The port of exit selected is queried as to 
availability of port facilities and ocean carriers. If the port can 
transship the cargo, the transportation officer at the supply point and 
the port commander are notified as to the routing to be assigned to the 
shipment and the date the shipment is to be released to the carrier for 
movement to the port so as to arrive in time to meet the port and ocean 

varrier schedules. The port commander, upon receipt of shipping 
information, books the car go with the Military Sea Transportation 
Service. The shipment is followed up by the Memphis office to 
insure the arrival within the time period previously established on the 
basis of port and ocean carrier availability. 

The nationwide movement control exercised by the Memphis office 
insures the regulated flow of cargo to the ports so as to avoid port 
congestion, Maintain an even workload and insure that proper land 
transportation is used. 

In the Navy supply system, stocks are maintained at naval supply 
centers or depots which are located at San Francisco, Norfolk, 
Bayonne, and Se: ittle. Many thousands of different items of supply 
are stocked at those primary ‘supply points for ships, fleets, and over- 
seas bases. In addition to loading supplies directly aboard the using 
vessels and ocean carriers at the supply center ocean terminal, fleet 
replenishment vessels are loaded. These vessels are loaded for dis- 
charge at sea to combatant vessels. The mixture of cargo loaded, and 
the method of stowage, has no counterpart in commercial practice. 
It is another example of a unique method of supply to meet a specific 
requirement. 

Shipments originating inland are routed either to naval supply 
centers for loading directly aboard the using vessel to replenishment 
vessels or ocean carriers provided by MSTS, or are delivered direct to 
the ocean carrier pier under booking arranged by MSTS. Navy ship- 
ments moving over commercial piers amount to only 4 percent of the 
total Navy tonnage transshipped at tidewater. 

The Military Sea Transportation Service was established in 1949 
for the purpose of providing economical and efficient ocean transpor- 
tation for all elements of the Department of Defense. 
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The Military Sea Transportation Service provides ocean shipping 
space as required by the military departments, in accordance with the 
memorandum of agreement between the Secretaries of Defense and 
Commerce concerning the allocation and utilization of merchant 
shipping. The agreement provides that merchant shipping capability 
required beyond the capability of Military Sea Tr: ansportation Serv- 
ice nucleus fleet vessels, will be obtained first, by maximum utilization 
of available berth term space, and second by time or voyage charter 
of privately owned vessels to the extent such vessels are voluntarily 
made available. Accordingly, MSTS has negotiated shipping con- 
tracts with all the companies operating United States flag berth serv- 
ices on the principal trade routes of the world. The rates provided 
in these contracts are on a free-in-and-out basis. Loading and 
discharging is pe abate by the Army for Army and Air Force cargo 
and by the Navy for Navy cargo. The responsibility of MSTS for 
the cargo begins when the cargo has been stowed on board and ter- 
minates in the ship’s hold at the port of discharge. In considers ation 
of this service and in further consideration of the volume of milits ury 
shipments, the level of rates paid by MSTS is generally somewhat 
lower than the prevailing commercial rates. 

Generally 60 to 65 percent of Department of Defense dry cargo is 
carried aboard American-flag berth-term liners. The balance is 
carried aboard nucleus fleet vessels or time or voyage chartered 
vessels. The Military Sea Transportation Service by means of 
conferences with berth-term operators has worked out a system of 
distributing cargoes on the principal routes, on the basis of the 
average number of sailings per month. Thus, on a route served by 
5 companies, with an aggregate of 14 sailings scheduled for the shipping 
month, and with 50,000 measurement tons of cargo to be moved, 
each sailing would be entitled to 3,750 measurement tons. Total 
payments made by MSTS to berth-line companies during fiscal year 
1954 amounted to $147,243,000. 

The foregoing brief review of the military supply system shows 
that the size, scope, and various types of military, naval, and air 
operations have required the establishment of an integrated system 

capable of supplying many thousands of items on a worldwide basis. 
The relaxation of control over the movement of these supplies, by 
assigning certain portions of the movement to foreign freight for- 
warders could seriously disrupt military operations in overseas areas 
and could also choke United States port facilities and the military 
supply pipeline. 

The Department of Defense ships dry cargo to overseas areas 
under three main programs. Ninety percent of the cargo shipped 
during fiscal year 1954, which amounted to 19,780,639 measurement 
tons, consisted of supplies for the direct support of United States 
forces. The remaining 10 percent, amounting to 2,282,975 measure- 
ment tons was shipped under the military defense assistance program 

and the Army civil aid programs. The freight moneys paid to berth- 
term operators under shipping c ontracts and tariffs by program is not 
readily available. The Military Sea Transportation Service advises 
that the development of this information would be costly in terms of 
money and manpower. 

The mutual security program of the United States is designed to 
maintain the security and promote the foreign policy of the United 
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States by furnishing military, economic, and technical assistance to 
friendly nations. Its purpose is to strengthen our own security and 
that of nations with whom we have joined in enhancing the cause of 
freedom and lasting peace. 

The Secretary of Defense has primary responsibility and authority 
in developing and executing the military defense assistance program. 
Military assistance includes military equipment such as_ tanks, 
weapons, aircraft, and ships. The major portion of military-assistance 
programs, referred to as “grant aid,” is financed by funds appropriated 
by Congress. There is also the “reimbursable aid’”’ program which is a 
program of sales of equipment, materials, and services to eligible 
nations and international organizations on terms of cash or short-term 
credit. 

Supplies furnished under the military defense assistance programs 
emanate from the military supply system. Supplies may be procured 
either in the United States or abroad or may be taken from stock at 
any point including overseas supply depots. Military defense assist- 
ance supplies may “be diverted to the use of United States forces, or 
supplies originally procured for United States forces may be diverted 
to a military defense assistance program. Part of the military defense 
assistance supplies are loaded aboard vessels provided by the recipient 
country and part are delivered to the recipient country by United 
States flag vessels. 

In implementing reimbursable transactions, the policy of the 
military de ‘partments is to sell material f. 0. b., United States supply 
point, with the purchasing government being responsible for the 
inland and ocean transportation of the material. Certain exceptions 
have been made where ammunition has been sold or the purchaser 
requests the United States Government to deliver the material at 
its ultimate destination. In the latter case, the military departments 
turn the material over to the Military Sea Transportation Service for 
ocean transportation. 

In addition to the military defense assistance program, the Depart- 
ment of Defense acts as supply or procurement agency for the Inter- 
national Cooperation Administration (formerly the Foreign Operations 
Administration) for supplies, equipment, and projects for which the 
Department of Defense has governmental procurement responsibility 
r know-how. ‘The Department of the Army is the operating agency 
within the Department of Defense to handle such procurements. If 
the item required is a supply responsibility of the Army, supply is 
effected by an element of the Army; if not, a military interdepart- 
mental procurement request is issued to the Navy or Air Force as 
appropriate. 

Funds to cover these procurements are transferred from the Inter- 
national Cooperation Administration on the basis of estimates pre- 
pared by ICA field missions. Funds transferred include amounts for 
procurement, packing, handling, crating, and inland and ocean 
transportation. 

The value of such supplies shipped for the period January 1 to 
June 30, 1955, was approximately $45 million. Supplies procured 
under this program are channeled through the military supply system. 
Actual transportation costs are not re adily available. Based on past 
experience, the International Cooperation Administration estimates 
that the ocean transportation costs average 8 to 10 percent of the 
value of the supplies. 
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The civilian relief in Korea program was initiated in the latter part 
of 1950 and is still in existence. The purpose of this program is to 
alleviate conditions of unrest, disease, or starvation among the civilian 
population of South Korea. It can readily be appreciated that with- 
out such a program, the civilian population in the rear of our military 
forces could be a serious deterrent to the effectiveness of our troops. 

Funds for implementing this program for fiscal years 1951 through 
1954 were budgeted for by the Department of the Army, and were 
included in the “Army appropriation. Beginning with fiscal year 1955, 
funds for this program were budgeted for by the ICA. By agreement 
between ICA and the Department of the Army, approximately 
$26,500,000 of fiscal year 1955 funds were transferred to the Depart- 
ment of the Army for administration by the civil affairs military 
government. 

In addition to Korean relief, the civilian and economic aid program 
for the Ryukyu Islands is administered by the Department of the 
Army. The purpose is to prevent unrest of the civilian population 
in the immediate neighborhood of a major military base. The Depart- 
ment of the Army budgets and receives appropriated funds for this 
program. 

The Department of the Army also acts as agent for the United 
Nations program for the reconstruction and rehabilitation of South 
Korea (UNKRA). Supplies furnished under these programs are 
channeled through the military supply system. Materials are drawn 
from stock or procured domestic ally or offshore in accordance with 
directives governing the procurement of troop-support supplies. 
Transportation is provided through the military supply system except 
when otherwise requested by UNKRA. 

In addition to these programs, the Department of the Army has 
agreed with charitable organizations, such as CARE, to transport 
relief materials to Korea provided the organization delivers the ma- 
terials to a port of embarkation. 

Spokesmen for the export forwarding industry have repeatedly 
stated that the industry is not interested in handling ‘‘munitions of 
war” but are of the opinion that the services offered by export for- 
warders should be utilized on commercial-type cargoes. In support 
of this position, export forwarders have pointed out that many 
commodities, such as tractors, food, and clothing, are regularly han- 
dled by forwarders for private industry and therefore could be han- 
dled equally well for the Department of Defense. The military 
supply system contains approximately 2 2,500,000 separate items. 
Each of these items is different in some respect from all other items; 
it may be a different model, or a different mark within a model, but 
it is nevertheless different in some respect. ‘To the maximum extent, 
the Department of Defense uses commercial specifications and 
standards with the object of saving production time, money, and man- 
power needed to develop special equipment for military use. To 
categorize each of the approximately 2,500,000 items in the military 
supply system as a “munition of war’ or a commercial item for the 
purpose of determining the participation in its shipment by export 
forwarders is considered to be unwarranted. Under the concept of 
total war, every agricultural and production facility and item is a 
war-supporting activity or material. The advances in modern war- 
fare have made the term ‘‘munitions of war’’ indefinable. 
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In the view of the Department of Defense, supplies in the military 
supply system are all military items since each is a component part 
of a military operation. 

Currently the Department of Defense contracts with commercial 
firms for most of the services required in connection with the overseas 
shipment of supplies. ‘The movement of cargo from the inland point 
of origin to the port of transshipment is by. commercial carrier. A 
typical Department of Defense terminal service contract requires the 
contractor to perform all the necessary stevedoring, car unloading, 
checking, tallying, sorting, assembling, spotting, routing, clerking, 
receiving, and delivery services on export cargo, including the opera- 
tion of a freight office on a 24-hour basis; execution and distribution of 
Department of Defense shipping documents and other cargo docu- 
ments; preparation of vessel tonnage loading lists; exercising rigid 
control over receipt, pier storage, and tallying into vessel of highly 
pilferable and security-type cargo; periodic inventory of cargo on 
hand; preparation of over, short and damage reports; maintenance of 
records of intraterminal movement of cargo; preparation of cargo 
status reports, daily operation reports, and last carrier violation re- 
ports. Such contracts are placed on the basis of competitive bids from 
commercial firms that have the experience, organization, facilities, 
and know-how to perform such services. Private foreign freight 
forwarders having the necessary qualifications may submit bids for 
such contracts. 

The Department of the Navy does not use private foreign freight 
forwarders. The Department of the Army, which usually has termi- 
nal operating responsibility for Air Force cargo as well as Army cargo, 
has made limited use of private forwarders as terminal service con- 
tractors. 

The Department of the Army did not make any use of private 
foreign freight forwarders prior to the issuance of Maritime Commis- 
sion General Order No. 70 in 1948. When that order was issued, the 
Office of the Chief of Transportation, Department of the Army, pro- 
ceeded to negotiate with the foreign freight forwarding industry 
concerning the use of forwarders by the Army in the shipment of 
relief cargoes. A procedure was worked out with the forwarder 
representatives, for the designation of private forwarders for foreign- 
aid cargoes shipped through commercial terminals on commercial 
vessels. The Army took the position, which was acceded to by the 
forwarder representatives, that private forwarders would not be 
designated for any troop-support cargo or any cargo outloaded at 
military terminals or any cargo carried on Government-owned 
vessels. Private forwarders were not designated for any bulk cargoes 
moved in shipload lots on time or voyage chartered vessels. 

The Army also took the position that private forwarders would not 
be designated for military-aid cargo, such as Greek-Turkish military 
aid. This position was in accordance with the interpretation of the 
Bland Act given by Congressman Bland in a letter to the Secretary 
of the Army dated November 20, 1947. In that letter Congressman 
Bland stated 


In your previous correspondence you mentioned that the Army would handle 
shipment of military equipment and direct Army purchases under the Greek- 
Turkish loan. It seems to me that the handling of such equipment by the Army 
and the use of its facilities for its forwarding, may be appropriate. 
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In conferences with the forwarding industry the question of what 
services the forwarders could perform for the Army was discussed at 
great length. At these conferences the Army took the position: 

1) that forwarders should not handle the ocean booking of the cargo; 
(2) that forwarders should not call the cargo forward from point. ot 
origin to port of transshipment; and (3) that the Army was without 
authority to permit forwarders to contract or pay for accessorial or 
other services required in connection with the transshipment of cargo. 

Numerous conferences were held with forwarder representatives in 
an effort to find out what services forwarders could render advan- 
tageously on relief shipments handled by the Army. Finally there 
was developed a list of services which the torwarders would perform. 
This list of services appears in the statement of Anthony V. Biegen, 
representing the Customs Brokers and Forwarders Association of 
America, Inc., New York, which was presented on May 13, 1954, to 
the Special Subcommittee of this Committee To Consider Operations 
of Military Sea Transportation Service. The statement appears on 
page 427 of the hearings. 

In the conferences with forwarder representatives the question of 
compensating forwarders was also discussed. The Army took the 
position that it could not designate private forwarders unless there 
was a definite understanding as to their compensation. The for- 
warder representatives proposed—and in fact strenuously insisted— 
that they not be compensated directly by the Government, but 
instead, that they be permitted to collect brokerage from the ocean 

varrier as full compensation for their services. The Army agreed to 
this method of compensation, except where conference rules prohibited 
the payment of brokerage by the ocean carrier. 

Under instructions issued by the Chief of Transportation to all 
Army ports of embarkation in April 1948 forwarders were selected 
by lot from lists furnished by the Maritime Commission. The letter 
designating the forwarder stated that ‘‘the forwarder will look to the 
ocean carrier for all compensation’’; and in all cases where the for- 
warder was so designated, the contract of affreightment contained a 
provision under which the carrier agreed to pay the freight forwarder 
designated by the Army ‘an amount not to exceed current conference 
practice.” 

Since the Pacific Westbound Conference prohibited the payment of 
brokerage, the Seattle Port of Embarkation, acting under instructions 
from the Chief of Transportation, advertised for bids and entered into 
contracts for freight-forwarding services. A subsequent comparison 
of the contract rates arrived at by competitive bidding, with bro- 
kerage at the prevailing rate of 1% percent of the ocean-freight charges, 
disclosed that brokerage would have amounted to from 10 to 20 times 
as much as the forwarder received for performing the services at con- 
tract rates. 

The experience of the Army in using private forwarders during 
1948, 1949, and 1950 indicated that the services of the forwarders 
were of little or no value to the Army. In many cases, the forwarder 
did not perform any of the services set out on the list furnished him. 
In some cases, the forwarder performed only messenger service in 
picking up documents at the steamship office and delivering them to 
the Army. In some cases, the forwarder performed no service, except 
to check and receipt for the cargo received from the inland carrier. 
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Even where the forwarder did perform services, they usually resulted 
in no saving to the Government, as it was as much trouble to super- 
vise the activities of the forwarder, as it would have been for the Army 
to perform the service directly. 

In a letter dated January 18, 1950, the New York Port of Embarka- 
tion advised the Chief of Transportation that the anticipated savings 
through the utilization of freight forwarders had not materialized and 
that it was necessary to utilize the services of additional personnel to 
supervise the work of the selected forwarder. 

After the Military Sea Transportation Service took over respon- 
sibility for ocean shipping for the Department of Defense, the New 
York Port of Embarkation continued to designate freight forwarders 
on relief cargo as it had been doing in the past, until it was discovered 
that the Military Sea Transportation Service was not including any 
provision in its shipping contracts requiring the carrier to pay broker- 
age to the designated forwarder. Forwarders who had been desig- 
nated by the New York Port of Embarkation, but who had been 
unable to collect brokerage from the carriers were permitted to submit 
claims directly to the Army. They were required, however, to set 
out an itemized list of the services actually performed, and the actual 
cost of performing such services. An examination of these claims dis- 
closed that in many cases, the forwarder did not perform any services 
except to pay the wages of a union checker. The amount paid in 
settlement of these claims, on the basis of cost of services actually per- 
formed, plus a reasonable profit, was less than the forwarder would 
have received as brokerage. 

In view of the foregoing, the Chief of Transportation made a re- 
study of the Bland Act. He reached the conclusion that the Army 
is not required to use private forwarders, except where their use can 
be justified on the basis of efficiency and economy. 

Under the present policy and procedure, Army ports of embarka- 
tion are authorized to utilize the services of private forwarders for 
the handling of the commercial-type Army-sponsored cargoes where 
it is in the interest of the Government to do so by reason of efficiency 
and economy. In all cases where private forwarders are used, ser- 
vices must be procured by local advertising for bids, and direct con- 
tracts with the lowest responsible bidder for the services required. 
The forwarder is paid by the Government for services rendered. 

No contracts for foreign freight forwarder service are presently in 
effect. The forwarding industry has not evinced any desire to be 
designated as forwarders by the Army, except on the basis of collecting 
brokerage from the ocean carrier. The industry does not appear to be 
oe ‘rested in performing services on the basis of being compensated 
by the Government for the value of services actually rendered. 

Review of the daily operations of a foreign-freight forwarder as 
contained in the statement by Anthony Vv. Biegen indicates that 
many of the duties export forwarders are capable of performing are 
not required by the Department of Defense and most of the other 
duties can be performed more efficiently and economically by other 
means. The expert knowledge in many fields of foreign trade activity 
while of great use to small private shippers is obviously not required 
by the Department of Defense. Export forwarders cannot obtain 
inland transportation rates under section 22 of the Interstate Com- 
merce Commission Act, nor can they obtain reduced tariffs on drayage, 
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lighterage and stevedoring. They cannot be of any assistance with 
priorities and allocations of transportation services because they are 
not familiar with military plans. They cannot obtain reduced ocean- 
carrier rates nor can the “Vv equitably apportion cargo among competing 
carriers. Their skill in preparing commercial bills of “lading and 
interpreting ocean-carrier rates to determine the lowest applicable 
rates, is of no value to the Department of Defense since these matters 
are covered by master shipping contracts. Their vast knowledge 
of South American customs regulations is unfortunately of no value 
to the Department of Defense since there are no problems in that area. 
Their banking knowledge is of no value to the Department of Defense 
since in no case can they pledge the credit of the United States. Their 
insurance arrangements are of no use to the Department of Defense 
since the Government is usually a self-insurer. 

Department of Defense cargo moves from origin to the port of exit 
under a routing and release system which is determined on the basis 
of delivering supplies in the amount and at the time required at the 
least overall cost to the Government from origin to final destination. 
The Department of Defense does not maintain a separate organization 
to forward cargo. 

The brokerage fee claimed by export forwarders when utilized by 
the Department of Defense has been found to be, through actual ex- 
perience, far in excess of the fair and reasonable value of the services 
rendered. The Department of Defense believes that the payment of 
brokerage fees by the ocean carriers results in increased operating 
costs which would be reflected in the rates negotiated by the Depart- 
ment of Defense with the ocean carriers. 

In my testimony today I have tried to outline the vastness of De- 
partment of Defense operations, the current methods of supplying 
overseas forces and the Department of Defense utilization of many of 
the services of private industry together with the Department of 
Defense views on the utilization of foreign freight forwarders at brok- 
erage rates. Because of short notice, my testimony has been hurriedly 
prepared. It is my sincere hope that my appearance here will prove 
to be helpful to the committee. 

Mr. THompson. Thank vou, Mr. Smith. That was a very com- 
plete statement. 

Do the members have any questions which they would like to ask 
of Mr. Smith? 

Mr. Davinson. I have no questions. 

Mr. THomrson. Mr. Chase? 

Mr. Cuasz. I have no questions. 

Mr. THompson. The committee counsel would like to ask some 
questions, Mr. Smith. You may bring with you to the witness table 
any assistants that you have with you. 

Mr. Smitn. Yes, sir, I have Attorney Van Cleve, of the General 
Counsel’s Office, Maj. Gen. Paul Yount, Chief of the Transportation 
Corps of the Army, and Mr. Ralph Sheaf. 

Mr. Warren. Mr. Chairman, before proceeding with the question- 
ing of the witness, I suggest that two letters be incorporated into the 
record without reading. One of the letters is dated June 3, 1955, from 
the Deputy Assistant Secretary of Defense, Supply and Logistics, to 
the chairman of this committee, Hon. Herbert C. Bonner. 
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The other letter is dated August 12, 1955 from the Secretary of 
Commerce to the Secretary of Defense. 

The first letter is a departmental report rendered to the full com- 
mittee. The second is an interpretation of General Order 70. 

Mr. Tuompson. There being no objection, the letters will be made 
a part of the record. 

(See appendix printed as supplement to the hearings.) 

Mr. Warren. Mr. Smith, to say the least, the Department of 
Defense does not use freight forwarders? 

Mr. Smrrx. Only in those cases where they are equipped to enter 
into these contracts with terminal services that are rather broad. 
That is very little. 

Mr. Warren. I take it from your statement that the Department 
of Defense considers that it is complying with the Bland Act; that it 
has never interpreted the Bland Act or General Order 70 to require 
use of freight forwarders; that as a matter of fact, the Department of 
Defense has a policy urder which it will utilize the services of freight 
forwarders and pay compensation on a competitive basis; is that 
correct? 

Mr. Sarrx. That is correct. 

Mr. Warren. In what export programs does the Department of 
Defense currently participate? 

Mr. Smrrx. I think I will ask General Yount to answer that 
question. 

Mr. Warren. You may ask any appropriate person that you have 
here. 

General Yount. I am Maj. Gen. Paul F. Yount, Chief of Trans- 
portation, Department of the Army. 

The programs that have any magnitude of tonnage are the troop- 
support program which is over 90 percent of the total, and military- 
defense assistance program. There is a minor tonnage still involved 
in some relief programs but those are almost out of business now. 
There is a reference to CARE in his statement. Again, that is non- 
existent for the moment, although there is provision for it and it was 
used in those cases where there was not commercial service available. 

To cite a specific instance, there was the case of Korea. At the 
time when commercial ships were not able to be serviced in the 
Korean area and were barred from the area unless they were carrying 
military cargoes because they were totally serviced by troops, we 
had to carry the CARE cargo. 

Mr. Warren. So the troop logistical program is for the aid and 
support of our own military forces. 

You have stated, Mr. Smith, that the MDAP program has been 
estimated to comprise about 10 percent of the exports of your total 
shipments? 

Mr. Siru. That is right. 

Mr. Warren. Thus you are indicating that this is a small part of 
Defense export shipments? 

Mr. Suitu. That is right. 

Mr. Warren. You have indicated that the value of these com- 
modities amounted to $4,500,000 during fiscal year 1955. 

Mr. Smirx. That is right. 

Mr. Warren. You have further indicated that the freight charges 
on this value would be difficult to obtain without additional expense. 
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However, you did indicate in your statement that the International 
Cooperation Administration had estimated that 10 percent of the 
value of the commodity might reasonably represent the freight cost? 

Mr. Smiru. That is correct. 

Mr. Warren. For MDAP? 

Mr. Smiru. That is right. 

Mr. Warren. Thus, taking that figure, we would have a figure of 
$450,000 in freight costs on MDAP cargoes; is that correct? 

Mr. Smiru. That is right. 

Mr. Warren. Then would it be plausible to take 1% percent of 
$450,000 in estimating the amount of brokerage involved in MDAP? 

Mr. Smiru. Yes, I think that would be fair. 

Mr. Warren. Then what would your estimate be, Mr. Sheaf? 

Mr. Sear. I am not sure that that would actually be so, because 
there is no way of telling whether all of those shipments would have 
gone berth term. 

Mr. Warren. Could you indicate approximately, assuming it 
would be so? 

Mr. SHear. It would be 1% percent of the ocean freight rates. 

Mr. Warren. The subcommittee is interested in that approxima- 
tion. We would be interested in accurate figures on that if they are 
obtainable. 

Now, you have stated further that on outbound shipments, in- 
cluding both MDAP and troop logistical, that during fiscal 1954 
$238,200,000 was expended in freight costs for 12,857,909 tons. 
This would amount to nearly $3 million if freight forwarders were 
employed on all of your export shipments? Is that about correct? 

Mr. Suear. Again we do not think that is quite true. That money 
represents freight moneys charged against Government-owned ships 
and time and voyage chartered ships for which there would be no 
brokerage in any case. 

Mr. WarreEN. It represents both MSTS ships and berth line ships; 
is that correct? 

Mr. SHear. Yes, sir. 

Mr. Situ. That would certainly be the maximum if it all moved 
on berth-line vessels. 

Mr. SHeaF. Yes, sir. 

Mr. Warren. I note in your statement that you take the position 
that— 


To categorize each of the approximately 2,500,000 items in the military supply 
system as a “‘munition of war” or a commercial item for the purpose of determining 
the participation in its shipment by export forwarders is considered to be un- 
warranted. Under the concept of total war, every agricultural and production 
facility and item is a war-supporting activity or material. 


Mr. Smith, might not a tractor or any other item falling in that 
category be used by private industry and shipped by private exporting 
firms? 

Mr. Smita. I think probably a tractor would. It might be a little 
different kind of a tractor. 

Mr. WarkREN. I take it from your statement that there are a 
number of items which the Department of Defense is engaged in 
shipping which are also shipped by private exporters; is that correct? 

Mr. Smiru. Yes, there are some. 
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Mr. WarrEN. But the point you are making is that it appears 
that the test as to whether or not it is a commercial item or a military 
item is something that is impossible of determination. 

Mr. Smiru. That is our point. 

Mr. Warren. You seem to make the point that you must look to 
the use to which the article is placed. 

Mr. Smiru. That is our point. 

Mr. WarrEN. Is that your point? 

Mr. Smiru. Yes, sir. 

Mr. Warren. Then, you are, in effect, stating that there is nothing 
to be termed in your export shipments as commercial type non- 
military cargo. Is that your position? 

Mr. Smrrx. That is right. 

Do you want to enlarge upon that? 

General Yount. I think that the statement is such that there is 
recognition that certain items might be truly commercial but it would 
be almost impossible due to the point of origin to separate them. 

It is an impossible administrative task. Tractors, for instance, to 
use your own example, would come out of the Columbus General 
Depot. They would generally be modified for military use and 
while they have a direct civilian counterpart due to the point of origin 
and the general method of handling them and the probable term of 
use, it would be administratively impossible to decide which were 
purely civilian and which were purely military in nature. 

Mr. Warren. You have indicated that the present policy of the 
Department of Defense is to use forwarders wherever it is economi- 
cally beneficial to the Department of Defense. Under this system, 
do you presently have any applications of forwarders? 

Mr. Surrn. We have no contracts with any forwarders at the 
present time. 

Mr. Warren. Can you give any reasons why you do not? 

Mr. Smita. Well, they are apparently not interested as we point 
out in doing service for the Department of Defense at anything other 
than the brokerage of 1\% percent of the freight charges, with which we 
do not go along. 

Mr. Warren. In substance, you are saying that you do not feel 
they are interested in the services which they might be able to perform 
for the Department, but primarily they are interested in brokerage? 
Is that what you are saying? 

Mr. Sairu. I would say they are interested in brokerage and not in 
service to us under the terms we think would be proper to compensate 
them. 

Mr. Davipson (presiding). May I interpolate a statement, Mr. 
Smith, that coupled with that there is perhaps the understanding 
and realization on the part of the freight-forwarding industry of your 
interpretation of the Bland Act and General Order 70? 

Mr. Van Creve. I think that is true, Mr. Chairman. 

Mr. Warren. Now let us get to the use of forwarders during World 
War II by the Department of Defense. You have stated that they 
were used pursuant to General Order 70. When they were used by the 
Department of Defense, did they perform, or did the Department of 
Defense allow them to perform, their customary and usual forwarding 
and brokerage functions? Let us be specific before answering that. 


Were they allowed to book cargoes when they were used in World 
War II? 
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Mr. Smiru. I will ask General Yount to answer that. 

General Yount. They were not permitted to perform their services, 
that the services they would normally provide a commercial customer, 
the bulk of those services, were not required. Actually, while the 
reference in the statement is to the use, I know of no case in which 
they were used by the Department of Defense. It was a question of 
governmental use referred to there rather than Department of De- 
fense. So far as the Army is concerned, I know of no case in which a 
freight forwarder was used during the period of the war, because we 
had our own releasing system and the insurance was, of course, not an 
issue, or the brokerage export licenses. All the services which a for- 
v arder is required to furnish were of no use whatsoever to the Depart- 
ment of the Army. 

Mr. WarreEN. I meant to say after General Order 70 was promul- 
gated, which was after the war. 

General Yount. After the promulgation of General Order 70, we 
attempted to use them but could not use the bulk of their services. 
There is the reference here to the fact that in many cases it boiled down 
to where they were performing only messenger services, certainly not 
an indictment of the industry, but an indication that we had all of 
our own services and were not able to use the services which they 
normally tendered their customers. 

Mr. Warren. Why were they not allowed to book? What reasons 
can the Department advance? 

General Yount. As brought forth in the statement, generally 
these are on master shipping contracts. At the time of the issuance 
of General Order 70, there was both a naval and an Army transport 
Service in existence. 

From the standpoint of the Army Transport Service, we were 
handling in our own ships or using a type of master shipping contract 
with respect to berth operators. At that time we did get the agree- 
ment of the berth operators to pay this brokerage. However, we 
found that the services which were being furnished were being paid 
either on the basis of normal brokerage fees, whereas we cannot utilize 
their services. 

With the assumption by MSTS of the overall responsibility for 
procurement of ships in that department, they did not include that 
provision and we settled the claims incurred during that period and 
have not used them except to a very limited extent since that time 
and not at all at the present. 

Mr. Warren. I take it that MSTS negotiates a rate with berth 
line operators. 

General Yount. That is correct, and they provide all of the booking 
and as brought forth in the statement, they have a formula or agreed 
solution with the operators for distribution amongst carriers on a 
given trade route. 

Mr. Warren. The rate, I take it, does not include allowance for 
payment of brokerage? 

Mr. Suear. I talked with the people over at MSTS who negotiated 
these contracts, and they tell me that the question was not specifically 
brought up. However, the Department of Defense representatives 
are under the impression that the private commercial operators did 
not believe that brokerage would be involved and therefore they gave 
a reduced rate. 
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Mr. WarREN. Because of the impression, then, on the part of berth 
line operators in negotiating these rates, a reduced rate was obtained 
for the Department of Defense and thus operators are not paying 
brokerage on those shipments. Is that correct? 

Mr. Suwar. As we point out in the statement, the volume of our 
shipments together with other considerations is the basis for the re- 
duced rate. We feel that one of the considerations which prompted 
the operators to give us the reduced rate was the elimination of 
brokerage. 

Mr. Warren. Did they call the cargo forward? 

Mr. Suuar. So far as I understand the history, they never called the 
cargo forward. 

Mr. Warren. Why were they not allowed to call the cargo forward? 

Mr. Suuar. As we point out in our testimony, the cargo is not called 
forward as it is in the commercial business to meet a specific demand 
the specific demand is met from a supply point which might even be 
overseas. Therefore, we cannot say when we dispatch cargo that it is 
going to a particular using activity. It is going into stock generally. 

Mr. Warren. The requisition originates overseas. Then, where 
does it go thereafter? 

General Yount. From the standpoint of the Army, it would come 
to overseas supply agencies, of which there were four listed in the testi- 
mony, New York, New Orleans, San Francisco, and Seattle. 

Mr. Warren. Then, where does it go? 

General Yount. It fans out from that agency to the supplying 
depots over the country. If there is a requisition for a Caterpillar D-8, 
it would be funneled to either Columbus or Granite City, Ill., with 
instructions to fill it from that point. Based on its availability there 
and the shipping period specified by the requisitioner, the depot would 
call on the port traffic control agency for a release date so as to ship 
it to arrive overseas at the specified delivery time. 

Mr. Warren. You are saying, under that system, it would be 
infeasible or impracticable to allow forwarders to call the cargo 
forward? 

General Yount. That is correct, because it would be inserting 
another party in a very closely integrated supply system which is, 
of course, geared to supplying the overseas forces at a rate at which 
they can receive it and at a time at which they desire it. 

Mr. Warren. Have forwarders complained to the Department of 
Defense that they should be entitled to book cargoes and call cargoes 
for the Department of Defense? 

Mr. Suear. They have not said it in those words. They have 
always said that they wish to perform the services of which they were 
capable and which we could use. 

Mr. Warren. Have they ever indicated which services those are? 

Mr. Suear. Our only indication is the testimony that was pre- 
sented before this committee last year. 

Mr. Warren. Were they allowed to perform accessorial services 
for the Department of Defense? If not, why not; or if so, why? 

General Yount. Checking between the carriers is one form of 
accessorial service which they have performed and at various times 
in outports around the country. 

Mr. Warren. How about warehousing? 
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General Yount. No; because our system is generally geared to try 
to move directly from depot to pier and shipside so as to time the 
operation and minimize the necessity for warehousing in the port area. 

Mr. Warren. You are stating that your system is geared to elimi- 
nate congestion at the port area? 

General Yount. That is correct, that is the whole background of 
the system used by the Army. 

Mr. Warren. Is that the thesis under which the supply system of 
the Army is predicated? 

General Yount. That is correct, all of our depots are inland and 
the ports, so far as we are concerned, are intransit facilities, and if 
we could make a perfect meet between the truck and train and ship 
we would get 100 for accomplishment. We do not always do it. 

Mr. Warren. By using freight forwarders generally how would it 
contribute to congestion of suc +h port areas? 

General Yount. I do not think the use of freight forwarders would, 
of itself, have a bearing on port congestion. It would eliminate the 
military control. It would not totally eliminate it but would make it 
more difficult because the orders would still emanate from the same 
place and would be executed through an extra party which would 
serve no useful purpose, because the expense of the Army would be 
the same whether issuing our instructions to the carrier or to a for- 
warder who passed it on “to the carrier. 

Mr. THompson (presiding). If I may interject, General, on page 9 
of the statement given by Mr. Smith, it mentions that 
The relaxation of control * * * could seriously disrupt military operations in 
overseas areas and could also choke United States port facilities * * * 

General Yount. I think there is another point made there that the 
Army, if they are controlling the movement into ports operated by 
the military, those two things are the parts that should be related, I 
think, because we regulate the flow into New York, Hampton Roads, 
New Orleans, and so forth, for forwarding to Europe based upon their 
capability to receive. If they would have had a number of freight 
forwarders sending into those ports, we could have congestion. Ona 
small basis, I would doubt that the confusion would be related to 
anything but the military ports. 

Mr. WarrEN. We have talked about what freight forwarders were 
not allowed to do under the policy of the Department of Defense. I 
wonder if you could tell the subcommittee what they were allowed to 
do and what they actually did after General Order 70 was promulgated 
in 1950? 

General Yount. They arranged for the checking of crago at the 
pier. They handled the documenting of cargo on comme reial piers 
and carried by commercial carriers, “and delivered back the docu- 
mentation and accounting for goods handled over those commercial 
piers. That just about covers it. 

Mr. Warren. Were they only used at commercial piers and not at 
military establishments? 

General Yount. That is correct. There were three statements 
there as to Jimitations that were agreed to between the forwarders 
association and the Army at the time we tried the service in 1948. 

Mr. WarREN. General, how were they paid when they were used? 

General Yount. Initially they were paid on a brokerage basis. At 
the transition from MSTS there was no such arrangement made and 
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it became a claim against the Army which claims were settled as 
claims. 

Mr. WarrREN. It has been stated that the Army compensated 
forwarders when they used them; is that correct? 

General Yount. On the west coast that was true, because the 
westbound conference did not provide for it in which case we nego- 
tiated directly with the forwarder for the services that he provided 
us. 

Mr. Warren. This was prior to the Maritime Board’s decision in 
regard to brokerage? 

General Yount. That is correct. 

Mr. Warren. And after that decision when brokerage became 
payable in most cases, did the Army use freight forwarders? 

General Yount. I am sure that there were some limited uses of 
them in which case it was a direct transaction with a competitive bid 
based upon services furnished. 

Mr. Warren. Could you indicate the nature or the reasonableness 
of this compensation? 

General Yount. Well, the reasonableness of it, I think, was pretty 
well determined by competitive bidding for providing the services, but 
we were not asking for tenders on the basis of an overall freight- 
forwarding service. It was for the specific segments which we felt 
could more effectively be performed by a commercial operator than 
by direct dealing on our own part. So we were only paying for small 
seginents of the normal service tendered by a forwarder and obviously, 
the prices were lower than the 1% percent because we were not getting 
the many services that the industry supplies. 

Mr. Warren. Which type of compensation do you consider reason- 
able, the contractual type based on competitive bidding or the type 
based on receipt of brokerage? 

General Yount. My answer would have to be limited to the busi- 
ness of the Department of the Army. I am certainly not in position 
to comment on the commercial transactions. Insofar as the Depart- 
ment of the Army is concerned, we would consider it far more eco- 
nomical to the United States Government to get quotes on the 
specific services that we needed. 

Mr. Warren. You have indicated under the Army’s system that 
forwarders may be used where they can be effectively and economic ally 
used. Now, I would like to know of instances which exist today, in 
your opinion, where they may be effectively or economically used. 
For instance, is the case where the Army does not maintain a port 
of embarkation an example? 

Mr. Suear. Yes, sir. 

Mr. Warren. Are there many of those instances? 

Mr. Suear. They are very rare and would be in the outports where 
we seldom ship cargo. 

Mr. Warren. Can a freight forwarder be effectively and econom- 
ically used where the Army maintains a port of embarkation center? 

Mr. Suear. I do not think so. 

Mr. Warren. So I take it that the Army’s policy as to the use of 
forwarders relates to ports where it does not maintain Army personnel? 

Mr. SHear. That is true. 

Mr. Warren. Is that correct? 

Mr. Suear. That is true. 
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Mr. Warren. How would the following factors bear upon the 
Army’s use of freight forwarders: Military security? 

General Yount. Any classified movements we would not turn 
over to a forwarder under any circumstances, Mr. Warren, because 
of the security. 

Mr. Warren. Are not a number of your movements unclassified? 

General Yount. Are not a number of them unclassified? 

Mr. WarrkEN. Yes. 

General Yount. The great majority are unclassified. 

Mr. WarreEN. Thus, | take it, military security is not a factor in 
the majority of cases of your export shipments? 

General Yount. In the sense that I think you are using military 
security, that is as withholding information from the enemy, there 
would be relatively few shipments that would be truly security 
shipments. 

Mr. Warren. What is the other sense, General? 

General Yount. The other is the question of retaining accounting 
for property. That is another term in which we use security. For 
instance, our security cargo would include such things as fountain 
pens for resale overseas, cigarettes and a great many other things 
which require special handling to prevent pilferage. 

Mr. WarREN. How do time and dependability of arrival bear upon 
the Army’s possible use of forwarders? 

General Yount. Actually, time and dependability are far better 
controlled totally within Army channels because, again I go back to 
my previous statement, that to make diversions which are certainly 
not unusual, we would merely be dealing through another party to 
accomplish the same end that we can do directly. Certainly we can 
save time and do it more effectively than dealing through an addi- 
tional party. 

Mr. Warren. Nonconventional trade routes? 

General Yount. On nonconventional trade routes you have, of 
course, no berth service to begin with. You are either shipping on 
Government-owned vessels or on time- or voyage-chartered vessels, 
which would not lend themselves easily to freight-forwarder usage. 

Mr. Warren. Do many of your shipments proceed on such routes? 

General Yount. A great many. I could not give you a breakdown 
by percentage, however, Mr. Warren. 

Mr. WarrEN. Does it compare as being a negligible amount of 
your total export shipments or a large amount? 

Mr. Suear. Under our present DEW line program for the radar 
screen across the northern end of this continent, there is considerable 
cargo going to areas not served by any commercial line for insurance 
reasons. We further understand that the insurance underwriters are 
not of a mind to make any rates for shipping up into those areas. 

Mr. WarrEN. The position of the freight-forwarding industry to- 
day, as I understand it, is that the military in time of peace has created 
a public-forw arding organization which is competing with private for- 
warders at commercial depots located at port of embarkation centers. 
In this connection, my first question is: Is the Army now doing freight 
forwarding which private freight forwarders used to do for the Ar my? 

General Younr. I know of no case in which that is true. 

Mr. Warren. Would you expand your comment? 
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General Yount. The only place in which there could be any such 
inference would be with respect to our trial in the 1948-49 period 
when we attempted to use freight forwarders for certain relief goods 
when relief goods were at a high level. I know of no case where a 
freight forwarder has been used to handle troop-support cargo and that 
is over 90 percent of our volume today. 

Now, as far as the question of commercial handling, it is all com- 
mercial handling. Terminal service operators did the bulk of our 
work at outports rather than freight forwarders, because the firms 
involved in the forwarding industry have not indicated the desire to 
expand into the broader concept of terminal servicing. 

All of our stevedoring, checking, car unloading, and truck unloading 
at our own ports or outports where we use commercial piers and do 
not have our own facilities are handled by contract. We are only 
talking about one area of contract for which they have not evinced 
interest in doing that work. 

Mr. Warren. Under the MDAP program, did the Army increase 
its cost of handling this additional program? Did this constitute an 
additional expense in handling for the Army? 

General Yount. As to additional expense, the answer is ‘‘Yes,”’ 
on a strictly tonnage basis. Insofar as expanding our personnel and 
facilities, the answer is ‘“‘No.”’ 

Now, obviously, if we handled the shipment of 105-millimeter guns 
through the New York Port of Embarkation to France, just as an 
example, we were paying the stevedore contractor for the discharge 
from car and the loading on the ship, placing, and so forth. All of 
those elements came into the cost and were chargeable to the recipient 
nation. 

Mr. Warren. But you are stating that you did not expand your 
personnel. It was absorbed into an existing system; is that correct? 

General Yount. That is correct, because the actual functioning of 
the port of embarkation is largely an overhead supervisory unit. The 
day-to-day tonnage is handled by a contractor in any case who, of 
course, expanded his work force and put on more gangs to load ships 
by virtue of handling the additional tonnage. It did not, however, 
expand our force. 

Mr. Warren. Why is the Army making shipments under the 
MDAP program? 

General Yount. Because they are originating in Army depots and 
it is Army material. 

M:. Warren. To whom is it going? 

General Yount. Foreign nations who are parties to the mutual 
defense assistance pacts. Now, I say that itis Army. That is not 
totally true. Both of the other services also are supplying items 
under MDAP. Army and Air Force are both being handled through 
Army facilities. Navy handles their own separately. 

Mr. Warren. Now, you have stated, sir, that there is no additional 
expense incurred by the Army in handling or doing freight forwarding 
under the MDAP program. There must be an expense to the Army 
in the personnel which it now employs, both civilian and military, in 
handling freight forwarding activities. Is it possible to indicate to 
the subcommittee what this expense might be? 

General Yount. I could not give you any figures on it. To answer 
your question, now we are going into the question of you really talk- 
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ing about the entire operation of the Transportation Corps of the 
Army and it certainly does cost money. That is an around-the-world 
service for both the operation and procurement of transportation serv- 
ices for the Army wherever it is located. That includes dealing with 
our railroads, trucklines, our airlines, our buslines in the United States, 
the same carriers overseas, making arrangements with MSTS and 
operating terminals on a worldwide basis. 

It certainly is expensive. 

Mr. Warren. General, the Army has a policy that freight for- 
warders may perform certain functions for the Department of De- 
fense. Under that policy, undoubtedly it would seem that you now 
have certain personnel engaged in performing those functions. 

General Yount. That is correct. 

Mr. WarreEN. If that is true, is it possible to supply the expense 
borne by these persons in doin this type of work, and whether or not 
they are solely engaged in suc Zz work? 

General Yount. | address myself to the last part of your question 
first. They do not do it solely in carrying out this part of the total 
operation. As brought out in Mr. Smith’s statement, you are dealing 
inside the overall military supply system and you have the technical 
services of the Army all of which are very closely integrated under 
the Deputy Chief of Staff for Logistics. So we are ‘working not 
daily but hourly with Ordnance, with Quartermaster , with the Engi- 
neers, so as to carry out the transportation side of their supply mis- 
sion. That particular close-working relationship must go on because 
somebody must still tell the freight forwarder what the Army desires 
from him and to that extent our point is that we would have all of the 
same people except that we would be issuing our instructions as to 
what we desired to another person who, frankly, is an extra cog in the 
machinery that serves no useful purpose. 

Mr. THompson. You could not reduce your staff appreciably if 
you hired freight forwarders even at reasonable prices? 

General Yount. No, sir. 

Mr. Warren. For the reason that these segments of your staff 
are engaged in other activities related to the system of supply? 

General Yount. To the overall logistic support program of the 
Army on a worldwide basis. 

Mr. WarrEN. Would you say that: the cost of supporting this 
overall system of transportation outweighs any reduction in rates 
obtained on a negotiated contract basis by MSTS? 

General Yount. I am afraid I do not quite understand the con- 
nection here. 

Mr. Warren. I am stating that you have referred to the fact that 
the Army saves considerably by negotiated rates by MSTS 

General Yount. That is reflected to the Army in the pas of a 
tariff which we pay MSTS. I was not addressing myself at any time 
to the cost of MSTS. That is outside my area. So far as dealing 
with MSTS is concerned, we tell them our requirements for shipping 
on each trade route on a month-by-month basis with many amend- 
ments during the months as shipments change. It is their role within 
DOD to supply all oceanlift that is required for the development of 
defense and the departments all reimburse MSTS for services furnished 
on the basis of their tariffs. 
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Mr. WarreEN. General, would it be possible to supply any informa- 
tion indicating what the reduced rate amounts to, taking into con- 
sideration the fact that if there were no reduced rates you would have 
to pay conventional tariff rates? Would that be possible of determi- 
nation or estimation? 

Mr. Suear. It would be a difficult thing. We would have to take 
all of our shipments and recompute them at berth-term rates and 
then compare that with the cargoes that were shipped under the 
shipping contract rates. 

There is one point about this MDAP and the separation of costs 
that I would like to bring out. 

When an item goes overseas, it is not necessarily marked as MDAP 
or troop support. Many of the items for MDAP are actually sup- 
plied by overseas bases or procured offshore. 

There is no way for us to tell at this time how many people put in 
how many man-hours on MDAP as opposed to troop-support cargo. 

The MDAP cargo emanates from the military supply system and 
in some cases we will give under aid programs materials originally for 
troops and then we will replace that later on so as to provide fresh 
stock for our troops while the material that has been in storage is 
given to our allies. 

Mr. Warren. Does the Department of Defense have appropria- 
tions to pay forwarders who were accepted to work under its policy. 

Mr. Suear. Under General Yount’s authority, he could expend 
money for freight forwarders if there were a useful purpose to be 
served. 

Mr. Warren. Forwarders contend basically that they can forward 
for the Department of Defense on non-military-type shipments, the 
existence of which you deny, more efficiently and economically than 
the Department of Defense is doing it. Would you comment on 
that? 

Mr. Suuar. We feel that the volume of our shipments makes it 
possible for us to do it much more cheaply than any private firm 
could do. 

Mr. Warren. Will you explain that? 

Mr. THompson. What is the basis of that statement, sir? 

Mr. Suear. The foreign forwarder does many things that we do 
not require to be done. Our system provides for a continuous move- 
ment of materials from depots in the United States to depots overseas, 
and it goes at wholesale rates. <A freight forwarder would have to 
do it at retail rates. 

Mr. THompson. You do not believe that he could do the same type 
of negotiating that you do acting as your agent? 

Mr. Suear. We would have to split our business among a number 
of freight forwarders who would not be in a position to approach the 
carriers as we do with a single front and negotiate for all of the 
Department of Defense cargo. 

Mr. Tuompson. You stated that you could perform this service 
for yourself at much less cost than you could through the use of 
freight forwarders. Yet, you have no breakdown of the expense 
involved. Actually, you ‘do not know, do you? 

Mr. Suxar. Well, we know that we have a reduced rail rate to 
the ports. We know that we get a stevedoring contract which is 
advantageous to the Government and all along the line we get 
reduced rates by reason of the volume. 
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Mr. Warren. You are stating that a forwarder could not consoli- 
date and thereby take advantage of a reduced rate? 

Mr. Suear. No, sir; we consolidate both at the Army port of 
embarkation and MSTS also consolidates into shipload lots. 

Mr. Warren. | have heard it stated that the Department of 
Defense under the guise of military movements handles nonmilitary 
cargoes to be distributed in distressed areas under relief programs 
which are assigned to commanding officers of Army installations 
abroad. 

General Yount. I think that is set forth in the statement, Mr. 
Warren, when both the UNKRA shipments and the shipments to 
the Ryukyu Islands are mentioned. Those are the two instances 
that I can think of in which there is so-called relief cargo being 
handled by the Army and the distribution is effected normally 
through the commander overseas. 

Mr. Suuar. So far as the United Nations are concerned, we do not 
always transport for them. Quite often we merely procure and 
deliver it at portside. 

Mr. Tuompson. Do you qualify that as being a matter of security 
because of its connection with the local peoples in the areas where 
your servicesmen are? 

General Yount. No, I would not classify it in the sense that you, 
I believe, are using it. It is not security in that sense. The reason 
the Army comes into the distribution is to insure its proper distribu- 
tion where it relieves distress, where it would hurt us most militarily 
if distress were not relieved. 

Mr. Warren. The General Accounting Office, in its report, stated 
that the Army has taken the position that it must have an under- 
standing with a forwarder in regard to compensation. Otherwise, 
violation of a United States statute might be involved. Would you 
comment upon this? 

Mr. Van Cieve. I think that is correct, Mr. Warren. 

Mr. WarrREN. Would you indicate the reasons? 

Mr. Van Creve. We have to have our funds obligated in advance. 
We could not enter into a contract which might obligate us to spend 
an indefinite amount of money for the services of a freight forwarder. 

Mr. WarrEN. I am speaking of 31 United States Code 665, relating 
to voluntary services, 

Mr. Van Creve. I believe that is right. 

Mr. WarreEN. Is that the one you have reference to? 

Mr. Van CuieEve. That is the one I have in mind. 

Mr. Warren. That statute states that the Government cannot 
accept free services. 

Mr. Van Creve. That is true. I have not the statute before me, 
but to the best of my recollection it does say just that. 

Mr. Warren. Hasn’t that statute been interpreted that the 
Government can accept free services so long as it does not constitute 
a basis for claim? 

Mr. Van Ctieve. I do not know, Mr. Warren. GAO would know 
that. 

Mr. WarreEN. I understood that the Department of Defense has 
construed the statute as meaning that. Accordingly, that was the 
reason they felt that they had to enter into compensation arrange- 
ments with forwarders if they used them. 
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Mr. Van Cueve. I cannot answer that question, although it sounds 
reasonable to me. 

Mr. THompson. | am trying to understand the term “security.” 
In which sense of the word was it mentioned on page 12, where it was 
stated that ‘‘the purpose of this program’’—meaning the civilian relief 
program in Korea—“‘is to alleviate conditions of unrest, disease, and 
so forth. It can readily be appreciated that without such a program 
the civilian population in the rear of our military forces could be a 
serious deterrent to the effectiveness of our troops.” The latter 
statement ties it to the term “security’’; is that correct? 

General Younr. Yes, it does. I think I can clarify that. Instead 
of using the term ‘security’? as Mr. Warren did, I would call them 
“classified movements.”” That is what I addressed myself to. The 
move of a specific unit may well be classified. I believe he referred to 
that. In that case, we are talking about the overall program of relief 
behind the Army in Korea and in the Ryukyu area being based upon 
improving the internal security in the areas occupied by our forces 
and for that reason the commander in the area is actually charged 
with the distribution of the goods to the consumers. 

Mr. Tompson. That is not always the procedure followed in 
giving civilian relief in other countries? 

General Younr. Not entirely; no, sir. 

Mr. Tuompson. Did vou ask for this responsibility or was it thrust 
upon you? 

General Youn’. During the Korean affair, we were the only agency 
to exercise it, Mr. Chairman, and we have been trying to turn it over 
to civilian agencies and get out of the business now. 

Mr. THompson. Then, you do not feel that it is so closely connected 
with security that you should necessarily handle it? 

General Younr. No, we have a very definite interest in it but at 
the present moment with no combat there, it is certainly not of the 
moment that it was in the period 1950 to 1953. 

Mr. Tuompson. That is a good thing. 

Mr. Warren. General, can you indicate the percentage of your 
export shipments handled at commercial depots? 

General Yount. You are speaking of port facilities? 

Mr. WarrEN. Yes. 

General Yount. I am sorry. I cannot give you the percentage as 
current. It runs as high as 40 percent. 

Mr. Warren. Of your total export shipments? 

General Yount. Of the total movement. What it is currently, I 
could not tell you. 

Mr. Warren. There is one other thing. The Army has indicated 
that when forwarders were used they were not satisfactory, and it was 
necessary to employ additional personnel to check on them. Can you 
expand on whether or not they were satisfactory or unsatisfactory? 

General Yount. [ do not think that the statement was made that 
they were unsatisfactory. The statement was made that they were 
not able to provide their services because we did not require them and 
that we did have to have a certain number of people who were follow- 
ing up the execution of our agreements with them. Those are the 
extra people to whom we refe rred to insure the contract compliance in 
our agreements and that we were using more people to insure compli- 
ance with the contracts than ac ‘tually were required because we were 
in & position to perform our services for ourselves. 
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Mr. Warren. I read from the brief of the attorney of the New 
York Foreign Freight Forwarders and Brokers Association, Inc.: 

Thus the forwarder in dealing with Army foreign-aid movements was reduced 
to the mere status of a clerk or a lackey and was not permitted to handle shipments 
in the routine manner used under lend-lease and ECA movements. 

Would you comment upon this? 

General Yount. Again that ties back to the fact that we were 
inserting somebody else in the military supply system and to that 
extent there was very little use. I believe that that was pointed out in 
Mr. Smith’s statement, that since it was a part of an overall supply 
system, there was very little use for the forwarder. 

I think I also said that the checkers and the collection of the docu- 
ments and in some cases the actual documentation of the cargo were 
about the only services that the forwarder normally supplied, that he 
was in effect permitted to supply us, because certainly, of his normal 
services, there were very few of them that have any bearing whatso- 
ever on our movements. 

Mr. Warren. When the forwarder participated under lend-lease 
and ECA movements was he allowed to perform more services than 
under the Army policy after General Order 70 was promulgated in 
about 1950? 

General Yount. I could not answer that categorically. I would 
assume so because neither of the agencies that you cited have a trans- 
portation organization of their own in being. They do not have a 
supply system of their own in which they are trying to fit an additional 
person. I think it is quite a different problem. 

Mr. Warren. Mr. Chairman, I have no further questions. 

Mr. THompson. Do you have questions, Mr. Davidson? 

Mr. Davipson. I have no other questions. 

Mr. THompson. Mr. Chase? 

Mr. Cuasz. I have no questions. 

Mr. THompson. We certainly thank you, gentlemen, for appearing 
today. The information you have given us will certainly be important 
in the final considerations of the subcommittee when report is made to 
the full committee. It may very well be that after we have had more 
hearings we might impose upon you again either for conferences pri- 
vately | or at open hearings. We do appreciate your testimony. 

Mr. Smirn. We will be glad to be of any further help, Mr. Chairman. 

Mr. Tuompson. We will be in recess until 2:30. 

(Whereupon, at 12:55 p. m., a recess was taken until 2:30 p. 
this same day.) 

AFTER RECESS 


(The hearing was resumed at 2:30 p. m.) 

Mr. THompson. The hearing will be in order. 

The Chair will make a statement for the record. 

In accordance with rule 11 (25) (m), Standing Rules of the House 
of Representatives, the subcommittee went into executive session 
this morning to determine whether or not reasonable grounds existed 
to include the names of certain freight forwarding and exporting 
concerns who are asserted to be engage ed in questionable practices. 

The subcommittee did find reasonable grounds and has decided to 
release the names of these concerns for the record. Accordingly, the 
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reporter will incorporate the names of these companies in the record 


at this point. 


(The list of names is as follows:) 


SHIPPERS 


American Cyanamid Co. 
Anglo-African Shipping Co. 
Asiatic Petroleum Corp. 
Balfour, Guthrie & Co., Ltd. 
Banho Export Co., Ine. 
Clemente Lopez & Co., Ine. 
Colgate-Palmolive Co. 

Esso Standard Oil Co. 

Ewing & McDonald 

I. Frieberg & Sons 

Ford Motor Co., international division 
General Motors Overseas Corp. 


Michael Green 

Iran-American Trade Co. 
Inter-American Trading Co. 
International Harvester Export Corp. 
International Standard Electric Corp. 
Henry R. Jahn & Sons, Ine. 
Manhattan Buying Corp. 
Socony-Vacuum Oil Co. 
Standard-Vacuum Oil Co. 
Vanderburgh & Co. 

Washburn Crosby Co. 

Westinghouse Electric International Co. 


FREIGHT FORWARDERS 


Active International Freight Forward- 
ing Co. 

Baker, Iron & Dockstader, Ine. 

Banho Shipping Corp. 

Frederick D. Bruemmer 

Caldwell & Co., Ine. 

Corbett, M. J. & Co. 

Drew Shipping Corp. 

Exporters Forwarding Co., Ine. 

Fred P. Gaskell Co. 

John J. Hooper 

Jahrett Shipping, Inc. 

Inge & Co. 

Marks & Coyle 


Meteor Shipping Co. 

Morse Shipping Co. 

Nyos, Ine. 

Penn Shipping & Forwarding Co. 

Pitt & Scott Corp. 

Stephen Porensky 

Seven Seas Merchantile Transport Co., 
Ine. 

Judson Sheldon 

Milton Snedeker Corp. 

Tomas Shipping Co., Ine. 

J. R. Willever, Ine. 

Worldwide Forwarders, Ine. 


Mr. Tuompson. The Chair wishes again to state that this body is 


a fact-finding subcommittee. 


In fairness to the concerns involved, 


the subcommittee feels that by establishing a public record of these 
charges, it will serve the purpose of alerting interested parties against 
whom certain charges have been made by one of the responsible 
agencies of Congress, the General Accounting Office. Certainly, we 
will try to determine all of the facts involved before making the final 
determination in our report to the full committee. 

This afternoon we have witnesses from the Department of Agri- 
culture. 

Who is here from the Department of Agriculture? 

Colonel Hudtloff, will you come forward, sir? 

Please identify yourself and your associates to the reporter, for the 
record, and make any prepared statement you wish. Feel free to 
call upon your associates for help. 


STATEMENT OF MARTIN J. HUDTLOFF, DIRECTOR; AND BERT 
SOLEAU, ASSISTANT DIRECTOR OF THE TRANSPORTATION 
AND STORAGE SERVICES DIVISION, DEPARTMENT OF AGRI- 
CULTURE 


_Mr. Hupriorr. I am Martin J. Hudtloff, Director of Transporta- 
tion and Storage Services, Commodity Stabilization Service for the 
Department of Agriculture, and I have with me Mr. Bert Soleau, 
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who is my assistant as Director of the Transportation and Storage 
Services Division. 

First let me say that it is a privilege to present this testimony to 
your committee. I am addressing the committee in response to the 
chairman’s request contained in letter dated October 14, 1955, 
addressed to the Secretary of Agriculture, in which a representative 
of that Department was requested to testify upon the matters per- 
taining to the Department of Agriculture contained in the report 
entitled “Report of Investigation of the Use of Private Export 
Freight Forwarders by Departments and Agencies of the United 
States,’ dated March 1955. 

The Department for the past several years has been acting as agent 
for the International Cooperation Administration and its predecessor 
agencies in procuring ocean transportation services for certain agri- 
cultural commodity export programs of that agency. 

From the outset, the Department, in acting as agent for ICA, has 
followed the practic e of utilizing the services of foreign freight for- 
warders in connection with ICA’s export programs. This was done 
in accordance with the policy of the Bland Forwarding Act and Gen- 
eral Order 70 of the Maritime Administration. 

These freight forwarders perform the usual and customary services 
for the Department in connection with these exports. On the basis 
of reports received from our several CSS commodity offices located 
in the field, whose responsibility it is to engage the services of foreign 
freight forwarders, the following are among the services performed: 

Report car arrivals at port. 
Advise changes in vessels’ sailing schedules. 

3. Prepare the export declaration and file the declaration with the 
collector of customs at the port of export. 

4. Prepare consignee’s receipts and, where overages, shortages, or 
damages occur, represent CCC’s interest. 

5. Prepare onboard ocean bills of lading and distribute copies in 
accordance with instructions. 

6. Report vessel sailing information to the CSS commodity offices. 

The Department does not have information with respect to the 
amounts realized by foreign freight forwarders for services involved 
in these export programs, since the Department does not reimburse 
foreign freight forwarders for their services but requires the forwarders 
to look to the steamship companies or ships’ brokers for compe nsation 
for their services, in accordance with steamship companies’ tariffs or 
agreements with the ships’ brokers. 

Under date of April 21, 1955, Mr. Herbert C. Bonner, chairman of 
the Committee on Merchant Marine and Fisheries, addressed a letter 
to the Secretary of Agriculture, enclosing a copy of ‘Report of In- 
vestigation of the Use of Private Export Freight Forwarders by 
Departments and Agencies of the United States,” prepared by the 
General Accounting Office, together with a copy of the memorandum 
that Office prepared under date of March 28, 1955, concerning the 
Military Sea Transport Service—Forwarders —Bland Forwarding 
Act. Mr. Bonner requested the Department’s views and recom- 
mendations concerning the report and memorandum. 

In the light of this report, the Department reappraised its position 
as to the use of freight forwarders in the export programs of agricul- 
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tural commodities. We requested an opinion from the General 
Counsel of the Department on two questions: 

(1) Whether or not the Department of Agriculture is required to 
utilize foreign freight forwarders in its export shipments pursuant to 
the Bland Forwarding Act and General Order 70 of the Maritime 
Bre penn and 

) The propriety of Government agenc ies’ accepting foreign 
fre ‘oh forwarders’ services without remuneration by the Gove .nment. 

The General Counsel indicated that the Department should utilize 
foreign freight forwarders as provided by General Order 70 or other 
regulation of the Maritime Administration to the extent that private 
forwarding services can be effectively utilized in the performance of 
needed services. 

He also stated that there is no legal requirement that private 
freight forwarders be used in all instances and that, with respect 
to shipments not specifically covered by regulation of the Maritime 
Administration, the Department should give consideration to the use 
of such forwarders to the extent practicable pursuant to the policy 
of the Bland Forwarding Act and of other applicable legislation, 
particularly section 5 of the Commodity Credit Corporation Charter 
Act. 

The General Counsel further stated with respect to the second 
question that there is no legal objection to the Department’s entering 
into arrangements accepting foreign freight forwarders’ services with- 
out remuneration. 

The Department has determined that the services of foreign freight 
forwarders are needed in connection with the exports of agricultural 
commodities under ICA programs. 

On the basis, therefore, of the opinion of the General Counsel of 
the Department and the need for the services of foreign freight 
forwarders, the Department has continued its policy of utilizing 
foreign freight forwarders in the export of agricultural commodities 
on behalf of the International Cooperation Administration. 

Under date of July 11, 1955, the Acting Secretary of Agriculture, 
True D. Morse, in responding to Mr. Bonner’s letter of April 21, 
1955, advised Mr. Bonner of the Department’s position in this 
matter. 

Mr. THompson. Thank vou. Our counsel has some questions. 

Mr. Warren. Mr. Chairman, before proceeding with questioning 
the witness, I would like to incorporate into the record at this time 
a letter addressed to the chairman of the full committee, Hon. Herbert 

Bonner, from the Acting Secretary of Agriculture, Mr. True D. 
Morse, dated July 11, 1955, without reading. 

Mr. THompson. Is that the same subject matter as the one referred 
to in Colonel Hudtloff’s statement? 

Mr. Huptiorr. Yes, sir; it is. 

Mr. Warren. That is correct. 

Mr. Tuompson. This is an answer to Mr. Bonner’s letter of April 21? 

Mr. Warren. Yes. 

Also, I suggest that a letter from the Secretary of Commerce, 
Mr. Sinclair Weeks, addressed to the Secretary of Agriculture, dated 
August 12, 1955, relating to the interpretation of the Bland Act be 
incorporated without reading. 
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Mr. THompson. Without objection, the two letters will be in- 
corporated into the record. 

(See appendix printed as supplement to the hearings.) 

Mr. Warren. Mr. Chairman, upon an independent inquiry from 
the International Cooperation Administration, I obtained certain 
figures in regard to the participation of the Department of Agriculture 
in the rehabilitation and relief programs pursuant to the Bland Act. 
These figures reveal that from April 1948 through March of 1955, the 
ICA transferred to the Department of Agriculture $1,300 million in 
credits for the value of commodities disbursed by the Department of 
Agriculture under these programs. 

The ICA further revealed that $73,816,340 was paid in freight 
charges for the comparable period. 

Mr. Hudtloff, would it be inaccurate to compute 1% percent of the 
latter figure to determine the approximate amount of brokerage paid 
on agricultural shipments from April 1948 to March of 1955? 

Mr. Huptriorr. Mr. Counsel, I believe that if we could break that 
down between liner movements and tramp movements, a more accu- 
rate figure could be established. 

Mr. Warren. You are stating that on shipload movements, you 
could not say 14% percent of that figure. On the average tramp 
movement, what is the brokerage fee that is paid to a forwarder? 

Mr. Huptuorr. Yes, sir. I believe I have it. In other words, the 
fee is 2% centsaton. That is for bulk cargoes. 

Mr. Warren. I think officials of the Department of Agriculture 
indicated that it amounted to in the usual case $250 per shipment. 

Mr. Huptuorr. I believe that is correct, sir. 

Mr. Warren. On that type of shipment? 

Mr. Huptriorr. That is right. It has varied some, but I would 
say it runs from $150 to $250. 

Mr. Warren. You are indicating it would actually be difficult to 
compute the precise figure paid to forwarders on your shipments? 

Mr. Huptiorr. That is correct, sir. 

Mr. Warren. Colonel, granted that the amount cannot be precise 
as far as your records reveal. But if we took one and a quarter of 
the freight charge I mentioned, and assumed that one-third of the 
shipments go on tramps, we would arrive at a figure of approximately 
$700,000 in brokerage paid from 1948 to March of 1954. If we 
divide that figure by 6 for cach year, we would conclude that the 
carriers are paying brokerage a little in excess of $100,000 per year 
on agricultural shipments. Would that give us an estimate? 

Mr. Huptiorr. I would have to say, Mr. Chairman, and Mr. 
Counsel, that that would be a basis for making a calculation. I do 
not know whether it would be precise, but it would be a method that 
could be adopted in establishing approximately what was paid to the 
freight forwarders. 

Mr. Warren. Mr. Chairman, that indicates the size of the problem 
as to the amount of brokerage paid on agricultural shipments. 

Mr. THompson. Does the Department of Agriculture receive any 
report from carriers as to the amounts freight forwarders are paid, or 
when these amounts are paid? 

Mr. Huptiorr. No, sir; we do not. 
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Mr. Tuompson. How can it be ascertained whether the carriers 
actually pay the 1% percent of the actual freight charges involved in 
any particular shipment? 

Mr. Huptiorr. I don’t believe, Mr. Chairman, that you can make 
a flat statement and say that they are paid in all instances. 

Mr. WarrEN. My assumption was predicated upon the fact that 
they did pay it. The only way of ascertaining if the carriers pay it 
would be to contact them directly. We would then be dealing with a 
host of carriers which would be impracticable. 

Mr. Tuompson. I think the record should show at this point the 
statement that was made earlier today by a witness from the Depart- 
ment of Defense, wherein he stated that the average charges would 
amount on their shipments to between 8 and 10 percent. The figures 
that you have given, Colonel, would indicate that your freight charges 
average only 5 percent. I think perhaps the nature of the cargoes 
would have a lot to do with that. Nevertheless, it should be pointed 
out so that we can survey this further to see if their figures were 
proper and correct. 

Mr. Warren. The 10 percent figure was based upon an estimate 
by ICA officials and was not intended to be accurate, but an average, 
Mr. Thompson. 

Mr. TuHompson. The average here would be 5 percent, considerably 
less. I wonder if you would have an opinion as to the nature of the 
cargoes? 

Mr. Huptiorr. It would be difficult for me, since I am not 
thoroughly conversed with the Army’s side of the picture, I really 
couldn’t make a factual statement as to just what would be responsible 
for this differential. 

Mr. Warren. Colonel, I understand the Department’s position is 
that freight forwarders under the Bland Act or General Order 70 are 
not required to be used by it. However, the Department uses such 
forwarders when it deems they are necessary and practicable. Is that 
a correct position? 

Mr. Hupriorr. I think we should restate that and say that they 
are required under the Bland Act if they are necessary. 

Mr. Warren. If they are necessary? 

Mr. Huptiorr. Yes. 

Mr. THompson. What is the yardstick, Colonel, as to when a 
forwarder is necessary or is not necessary? 

Mr. Huptiorr. Well, as I have indicated in the statement, Mr. 
Chairman, the services that are to be performed, in other words, 
when those services are to be performed, we conclude that they are 
necessary. 

Mr. Tuompson. And you have no staff available for the performance 
of those services. I am sure you consider that, too. 

Mr. Hupt.orr. That is correct. 

Mr. THompson. Do you normally maintain staffs at any particular 
points for such services? 

Mr. Huptiorr. We do not, Mr. Chairman. 

Mr. Tuompson. At any point? 

Mr. Huptiorr. We do have a representative operating out of the 
Dallas office, in Galveston and Houston. 

Mr. THompson. When this representative engages in work that 
has to do with forwarding, do you then supplement the work of a 
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freight forwarder by his endeavors, or do you in addition to his work, 
hire a freight forwarder? 

Mr. Hupt.orr. I would say this, Mr. Chairman, that his duties or 
his responsibilities are not that of a freight forwarder. He has other 
responsibilities but he is in a position, I would say, where possibly 
that could be done. 

You asked the question, I believe, of whether we have any repre- 
sentatives at any of the ports where they could possibly perform that 
service. I wanted to qualify that and say that we had this one 
individual. 

Mr. THompson. I am trying to arrive at this: Where you do have 
this individual, does he spend most of his time telling the freight 
forwarder what you want done specifically, or does he actually per- 
form the functions that a freight forwarder would normally perform? 

Mr. Huprttorr. I don’t believe he does either one, Mr. Chairman. 

Mr. Tuompson. It has come to my attention that during the 
consideration of docket 719, a freight forwarder whose name is a 
matter of record, R. W. Smith, of Houston, Tex., proceeded thusly: 


Question. Although you handled shipments for the Department of Agriculture 
you receive nothing at all from the Department of Agriculture? 

Answer. Never. 

Question. What would you say was the volume of material that you handled 
for the Department of Agriculture? 

Answer. Last year I would, just an estimate, without reference to records, | 
would estimate that we handled for them at least 10,000 tons. 

Question. Is any effort being made by your or the members of the association 
to correct the situation and to require the Department of Agriculture to recognize 
this obligation? 

Answer (by the freight forwarder). What obligation? 

Question. Well, don’t you consider that the Department of Agriculture has 
an obligation to you? 

Answer. No, sir. 

Question. You do not? 

Answer. No, sir. 

Question. Do you figure that you can do the work for the Department of 
Agriculture for nothing, and charge your shipper for all equipment? 

Answer. The Department of Agriculture delivers their cargoes to the vessel, 
and they booked it, and I simply prepared the documents and followed up in 
general, but the primary service we rendered was seeing that it was all there. 
We didn’t have to deliver it, and getting the necessary papers signed, but the De- 
partment of Agriculture delivered to the vessel and that took the burden of work 
off us. 

Question. So you don’t think that there is anything improper or inequitable in 
charging the oil well tool manufacturer a charge for your service, and making no 
charge for services whatever they may be on behalf of the Department of Agri- 
culture? 

Answer. We didn’t render enough services to the Department of Agriculture to 
render a bill. 


Someone in the Departme nt of Agriculture must have taken it on 
themselves if it isn’t your policy to “conduct those services for your- 
selves. Someone in your employ must have taken it on himself to do 
these services. 

Do you have any comment? Is that a prevalent situation? 

Mr. Huptuorr. No, for instance I think it would boil down then, 
Mr. Chairman, as to what are the responsibilities of the freight for- 
warder. But we have indicated in the statement that was made, those 
functions which are presently being performed for us by the freight 
forwarder. 

Mr. THompson. What do they do for you presently, sir? 
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Mr. Huptiorr. They report to us on the basis of the cars that arrive 
at the port. 

Mr. THompson. Do you consign these shipments to the forwarder? 

Mr. Huptr.iorr. No, sir, they are consigned to the consignee 

Mr. Toompson. Now, we have a letter from a freight forwarder 
who was complaining about a canceled contract. He complained 
that your goods were already consigned to him, and yet you changed 
freight forwarders. He felt that he had done sufficient work to have 
a claim against the Department. 

Mr. Hupriorr, Mr. Chairman, may I correct the record on that? 

Mr. THompson. Please do. 

Mr. Huprviorr. | understand that they are consigned to the United 
States Department of Agriculture, in care of the freight forwarder. 

Mr. THompson. I wanted that clarified because I did know of a 
case. As to this other case that came to us as a point of information, 
you were stating which services the forwarder normally rendered 
your Department. 

Mr. Hupruorr. As | indicated before, Mr. Chairman, No. 1 was the 
report on car arrivals at port, and No. 2 was to advise us of any 
changes in the vessel sailing schedule, and No. 3 was to prepare the 
export declaration and file the declaration with the collector of cus- 
toms at the port of export, and No. 4 was to prepare consignee’s 
receipts, and where necessary, overages, shortages, or damages, if 
they occurred, and to represent in gene eral, CCC's. eacliah: 

Mr. Tuompson. Are those the duties? 

Mr. Hupriorr. And there are two others. One is to prepare 
onboard bills of lading and distribute the copies in accordance with 
instructions, and No. 6 is report vessel sailing information to the 
CSS commodity offices. 

Mr. THompson. You prepare no bills of lading whatsoever? 

Mr. Hupriorr. That is right, sir. 

Mr. THompson. And the forwarders do that? 

Mr. Hupt.iorr. Yes. 

Mr. THompson. Do you book your own shipments? 

Mr. Huptuorr. Yes, sir, we do. 

Mr. Tuompson. Then, it would seem that most of the functions 
the forwarder performs for you are of direct benefit to you as a shipper. 
The brokerage would be primarily for the benefit of the carrier, and 
these other functions would be for the benefit of the shipper. In 
effect, by doing your own booking, you are taking that part of the 
obligation that “would be the forwarder’s. 

Most of the services he performs for you are in the nature of what 
would be classed as freight forwarding performed for the shipper. 
Would you agree to that? 

Mr. Hupriorr. Well, I believe that the forwarder generally in 
addition to booking the cargo, probably carries on the very functions 
that I have enumerated right here. 

Mr. Tuompson. There is a distinct line of demarcation of what is 
for the benefit of the shipper and what is for the benefit of the carrier. 

Mr. Warren. Are these services performed for the Department of 
Agriculture, or are they performed for ocean carriers, Colonel? 

Mr. Hupriorr. I would say probably in certain cases they are 
performed for both of us. 

Mr. Warren. They may benefit both, is that what you are saying? 

Mr. Hupriorr. Yes, sir. 
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Mr. Warren. Are you stating it is the responsibility of the carrier 
to perform these functions? Are you saying that? 

Mr. Huptiorr. No, I am saying that he probably would benefit 
from the work that was done by the forwarder, as well as the Depart- 
ment of Agriculture. 

Mr. Warren. Whose responsibility is it to perform these functions 
for the Department of Agriculture? Is it the carrier or the forwarder 
whom you designate? 

Mr. Huptiorr. We have assumed it is the forwarder’s function, 
since these are the functions that he does perform. 

Mr. Warren. Then you acknowledge that the services are per- 
formed as a responsibility pursuant to the agency with the forwarder, 
is that correct? 

Mr. Hupt.orr. Yes, that is correct, to the extent that I would say 
that there are several that benefit. We benefit as well as the carrier, 

Mr. Warren. Colonel, vou have mentioned several services that 
forwarders perform for you. The General Accounting Office, as you 
know, has stated that for the most part forwarders merely file and 
prepare the ocean bill of lading and the export declaration, and make 
a general distribution of the documents involved. In addition to that, 
you have enumerated six functions which the forwarder may perform 
on agricultural shipments. Are these functions mandatory on every 
one of your shipments? Which are permissive and which are manda- 
tory? 

Mr. Huptriorr. Mr. Chairman, the items which I have enumerated 
here are mandatory on the part of the private freight forwarder. This 
information was obtained from our commodity offices who actually 
are the ones who appoint the forwarder, and they in turn see that 
these responsibilities are carried out. This information was obtained 
from our commodity offices very recently. 

Mr. Warren. My point was, Colonel, do you agree that it is 
mandatory on every export shipment to file an export declaration? 

Mr. Hupruorr. Yes, sir. 

Mr. Warren. Do you agree that it is mandatory on every export 
shipment to file and prepare an ocean bill of lading? 

Mr. Hupt.orr. Yes, sir. 

Mr. Warren. In regard to advice on changes in sailing vessel 
schedules, do you agree that such service need not occur on every one 
of your shipments? 

Mr. Hupt.orr. That is correct, sir. 

Mr. Warren. But, if there are any changes, this is one of the 
duties a forwarder must perform? 

Mr. Huptuorr. Yes, sir, that is right. 

Mr. WarREN. My question was directed to determine which of 
these functions had to occur absolutely on every shipment. 

Colonel, you have stated that the Departme nt of Agriculture 
believes that the Bland Act does not require the unnecessary use of 
forwarders. The GAO takes the contrary position, and states that 
regardless of whether or not they are unnecessary, the Department is 
laboring under the impression that it has to use them. 

I quote from testimony given in dockets 718 and 719, by Mr. 
Henry Cockrum, on behalf of the Department of Agriculture: 


May it please the Board, I, of course, represent the Secretary of Agriculture 
today in these two complaint proceedings. 
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Under General Order 70, effective June of 1949—I believe issued by the Com- 
mission, your predecessor—pursuant to the Bland Act, the Federal agencies, 
including the Department of Agriculture, are required to use the facilities of 
private freight forwarders in exporting shipments under the Foreign Assistance 


Act of 1948 and other statutes providing for the relief and rehabilitation of foreign 
countries. 


With that order, of course, the Department of Agriculture has always fully 
complied, 

Do you have any comment on that statement, Colonel? 

Mr. Huptiorr. No, I believe that is in agreement with the state- 
ment that we have made in our testimony. 

Mr. WarrEN. The statement that you have made? 

Mr. Hupttiorr. Yes. 

Mr. Tuoompson. I would like to ask a question of the Colonel at 
this point. I note that item 4 of the functions a forwarder normally 
performs for your Department states that he “represents CCC’s 
interest where overages, shortages, or damages occur.” 

Now, isn’t it true that you have representatives available at the 
point of lift to inspect and make reports on damages, tonnages, and 
things of that sort? 

Mr. Huptiorr. At the point of lift, you mean? 

Mr. THompson. Yes; certainly you couldn’t expect a forwarder to 
be an expert on checking grain? 

Mr. Huptr.orr. No, sir; I don’t believe we do, Mr. Chairman. 

Mr. THompson. You have no inspectors at elevators at points of 
lift? That is, where a shipment is being sent overseas, or where grain 
is being sent overseas. 

Mr. Hupriorr. Can you restate your question, Mr. Chairman? 

Mr. Tuompson. I am asking you, do you not also have a repre- 
sentative at the point of lift, at some port where you maintain or 
lease an elevator? Does the forwarder inspect for damages at that 
point or do your representatives do it? 

Mr. Hupriorr. Well, I think the question that you raise breaks 
down into two parts. 

In other words, where you have a bulk commodity such as grain, 
you have an entirely different set of circumstances. 

In the case of a processed commodity where you have packaged 
goods, in that instance we don’t have any inspection. 

In the case of grain, we do have an inspection of grain. 

Was that your question? 

Mr. Tuompson. I was thinking of grain, of course, because packaged 
commodities can be inventoried and it is obvious to the layman 
whether or not damage is done. But, in the matter of shipments of 
grain, and that is sizable of our shipments, as I understand it——— 

Mr. Hupriorr. It is; yes, sir. 

Mr. THomprson. Then, you do have your own representatives there 
to make evaluations of overages, shortages, and damages, if any? 

Mr. Hupriorr. No, they do not. They have the one function to 
perform, Mr. Chairman, and that is to inspect or give us an inspection 
certificate on the quality of grain that goes abroad ship. They do 
nothing more than that. In other words, that is their responsibility. 

Mr. THompson. Proceed, Mr. Warren. 

Mr. Warren. In regard to inspection of overage and shortage what 
does this require? Does it require the presence of a forwarder at the 
pier to inspect? 
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Mr. Huptiorr. Well, it could take place through his presence at 
the pier or it could take ‘place as a result of reports that he would get 

Mr. Warren. It is not necessary that he be on the dock to carry 
out this function? 

Mr. Huptiorr. That is right. 

Mr. WarREN. It can be efficiently carried out without being on the 
pier. Is that the usual case? 

Mr. Hupttorr. I believe in many instances, that is the case, sir. 

Mr. Warren. Are there instances in which that isn’t the case? 

Mr. Huptiorr. Yes; there would be instances where that could not 
be carried out. 

Mr. Warren. I read from a brief of counsel of the New York 
Freight Forwarding & Brokers Association: 


It is never his job— 
speaking of the freight forwarder— 


to stand at the dock to supervise the loading of the shipments. He is a coordi- 
nator and he is paid for his skill and experience in arranging for the movement of 
cargo through the port area by other people. 

Do you find an inconsistency in what counsel for this association 
has stated and in what you have stated? 

Mr. Hupttorr. I would say that the situation as described by the 
freight forwarder from New York could be true. I could also envisage 
where there would be circumstances where that could not be true. 

As a specific illustration, I might cite the case of where a cargo of 
meat is shipped, and it might arrive in port in a softened up condition 
which would be necessary to take certain very definite steps at that 
time. In that case it would be highly desirable for the freight forwarder 
to be there in person. 

Mr. WarrEN. You have stated that the Department believes 
that forwarders can render a necessary service. You have further 
stated that there are no unnecessary instances in which forwarders 
are presently used. I understand that the Department of Agriculture 
is making certain shipments to the territories under what is called 
the free-lunch program. 

Are forwarders used in these instances? 

Mr. Huprttiorr. No, sir; they are not. 

Mr. Warren. Why not? Aren’t they necessary in these instances? 

Mr. Hupttiorr. Let me say, Mr. Counsel, that first they are not 
required, and secondly, we don’t feel that they are necessary. This 
particular program has been going on for a number of years. The 
type of cargo that is shipped under that program has been about the 
same during that long period of time. We in that instance are both 
the consignee and the consignor. The shipping companies that 
handle them are usually the same shipping companies and they are 
very familiar with it, and i in those instances we don’t believe that a 
private freight forwarder is necessar y: 

Mr. WarrEN. Does the Department do its own forwarding in 
those cases? 

Mr. Hupttiorr. No, sir, the small amount of documentation that is 
required is done by the ship’s operators. 

Mr. WarrEN. What is the difference in the forwarding functions 
required for that type of shipment and the functions required for 
normal export shipments under the rehabilitation programs? 

70668—56——8 
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Mr. Huptiorr. Well, I believe they are quite different. As I 
indicated to you under the school-lunch program, the Department of 
Agriculture is the consignee and the consignor, and there isn’t a great 
deal of document distribution to do. 

Mr. Warren. It is necessary to call the cargo forward, and it is 
necessary to put it on a ship. 

Mr. Huptiorr. That of course our own offices do, and we call after 
the booking arrangements have been made. It is coordinated with 
the commodity offices in calling the cargo forward. 

\ir. Tuompson. If there is no requirement in the case of school-lunch 
shipments, Colonel, because you are both consignee and consignor, 
and the carrier performs whatever functions are necessary, as to the 
duties of declaring overages, shortages, and damages, do you rely 
entirely on the carrier to state to you that the shipment has been 
placed aboard intact, and that you are shipping everything that was 
supposed to have been shipped? 

Mr. Hupriorr. Yes, sir, that is done largely through a reporting 
system. 

Mr. THompsown. But you do rely on persons other than your own 
agents or representatives to tell you that that quantity has reached 
the ship in good condition? 

Mr. Huptiorr. That is right. We do get it on the outturn at the 
other side, of course. 

Mr. THompson. That is right. 

Mr. Warren. You state in connection with the free-lunch program 
that the functions as enumerated in your statement are necessary 
and important. Why areu’t they just as necessary under the free- 
lunch program regardless of whether or not they are required under the 
Bland Act? 

Mr. Huptiorr. Well, as I have tried to point out, I believe that 
there is a very material difference in the nature, in the very nature of 
the two programs. 

Mr. Warren. While there might be a difference, and you know 
certainly more about that than I do, are not the same functions 
required in connection with forwarding services to get those shipments 
out of the country? 

Mr. Hupruorr. Yes, there are, except that in one case the mech- 
anism has been well established, that is in the case of our school-lunch 
program, and there your documentation has been established, whereas 
in the instance of foreign relief programs, that is not as clear. 

Mr. Warren. In connection with the booking, you have stated 
that the Department prefers and does the booking. Reading further 
from counsel’s brief for the New York Forwarders and Brokers Asso- 
ciation: 

In other words, if Agriculture were to eliminate itself completely from the 
forwarding operations, and were to allow the forwarder to take over the entire 
forwarding function, the fee received would not in all likelihood be out of line. 

However, when the Government insists on keeping its fingers in the pie, in trying 
to direct a part of the forwarding work from Washington, thus preventing the 
forwarder from doing a real honest job, then the brokerage fees received in bulk 
shipments may appear to be excessive. 

But the fault, we submit, is not on the part of the forwarders who stand ready, 


willing, and able to do the complete job, but lies within the Government. per- 
sonnel who insist upon maintaining their own little sphere of influence. 





FOREIGN FREIGHT FORWARDERS AND BROKERS 109 


Colonel, why does the Department insist upon booking the cargoes? 
Second, do vou have any comment on the statement | have just 
read? 

Mr. Hupttorr. First, Mr. Chairman, and Counsel, let me say that 
we consider chartering and arranging for ocean space a very, very 
important function. 

As has been pointed out in the statistics which were given, a very 
substantial amount of money is involved in this transaction. For 
the Government to give up that contracting obligation to a third 
party, and let him develop the best prices that he can, we just don’t 
feel that that is the proper thing to do. 

Mr. THompson. Would the 50-50 policy, and records of the pro- 
cedures pursuant to it, have anything to do with your feeling on that? 

Mr. Huptuorr. Yes, that would be a factor, too. But I mean 
more important than that would be the fact that these are negotia- 
tions that take place that involve, as you know, millions and millions 
of dollars. To turn that over to a third party, to let them do that, 
we don’t feel that that is the proper thing to do. That is any more 
than any other contracting responsibility should be turned over to a 
third party. 

I have no further comments on that statement. 

Mr. Warren. Colonel, the GAO report has indicated that com- 
pensation is excessive on Agriculture shipments. 

Is brokerage usually large by the nature of your shipments? Are 
there many cases in which brokerage is small? 

Mr. Hupttiorr. Well, first of all I don’t believe that that is some- 
thing over which we have control. The brokerage fee has been estab- 
lished in the various carriers’ tariffs. 

Mr. WarreENn. I realize that. 

Mr. Huptviorr. The fee with respect to brokerage on tramp opera- 
tions, of course, are set up as a result of agreements with the ship’s 
broker. 

Mr. WarrEN. Are brokerage fees usually high on agricultural 
shipments? 

Mr. Hupriorr. Well, first the information that we would have, 
we wouldn’t have the exact figures; however, we could tell that the 
fee, was, we will say, we would calculate it on the basis of one and 
a quarter percent of the freight charge. 

Mr. Warren. My question was directed in reference to an asser- 
tion of the General Accounting Office that normally, on Agriculture 
shipments, brokerage fees are “high because of the vast amount of 
tonnage involved per shipment. 

I read from the report on page 13: 

A report of the Department of Agriculture on ocean-shipping activities for the 
6-month period of October 1952 through March 1953 provides a good illustration 
of the foregoing. 

This report shows that during this period, 36 berth-termed shipments totaling 
113,778 tons were made to Greece. Each shipment averaged almost 3,000 tons. 
Most of these shipments consisted of bulk wheat, and the tariff rate for wheat 
during this period was approximately $13 a ton. The average ocean freight on 
each shipment therefore was $39,000. The brokerage fee the forwarder received, 
144 percent of $39,000, was $497.50 for each shipment. 


Considering the services rendered on your shipments as you have 
described them, do you believe that that figure constitutes excessive 
compensation? 
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Mr. Hupttorr. | believe, Mr. Chairman, that that is a condition 
over which we have no control. The 1% percent has been established. 

Mr. Warren. Granted that you have no control over the matter. 
If you had to pay it, in your opinion as Chief of Transportation for 
the Department, for the services that you have enumerated, would 
you consider that to be a reasonable fee? 

Mr. Hupt.orr. Let me answer that in this way, and say that if 
the Department were paying for that service, undoubtedly we would 
put it out on a competitive bid basis, and establish a price on that 
basis. 

Mr. Warren. As a matter of fact, Colonel, did you not do that 
very thing prior to docket 657 in connection with the Pacific coast? 

Mr. Hupriorr. Yes, sir; we did. 

Mr. Warren. Do you know the amount of compensation that was 
granted on a ton basis, under the bidding arrangement? 

Mr. Huprvorr. As I recall, depending upon the nature of the cargo, 
it ran from 2 to 6 cents, I believe, a ton. 

Mr. Warren. In cases where brokerage was payable at that time, 
on the same type of shipment for the same services rendered, how 
much were ocean carriers paying a ton? 

Mr. Huptiorr. It was more than that. 

Mr. Warren. More than that? 

Mr. Hupriorr. Yes. 

Mr. Tuompson. I want to find out this, Colonel: You have had 
experience in developing these services through competitive bids. 
Now, assuming that the figures that counsel stated, $485 for X number 
of tons of wheat shipped, under the 1\-percent computation, what 
was the difference in the amount arrived at by competitive bidding 
for similar shipments? Was it cheaper, higher, or what? 

Mr. Hupruorr. I think, Mr. Chairman, on the basis of actual 
experience that the rates were cheaper. 

Mr. Tuompson. Through competitive bidding? 

Mr. Hupriorr. Yes, sir. 

Mr. THompson. How much cheaper? 

Mr. Hupriorr. This report here would seem to indicate that it 
was approximately five times. 

Mr. THompson. | don’t know; I didn’t see the figures. Certainly 
you would have evaluated that. 

Mr. Huptiorr. I would say it was higher, but just how much it 
was, I wouldn’t be prepared to state. 

Mr. TuHompson. You never evaluated that difference in connection 
with the expenses of vour Department? 

Mr. Hupriorr. No; we really haven’t. We have felt that these 
were fees that were established under the tariffs, and that that is 
how these people were going to be paid, and therefore it was a fixed 
thing. 

Mr. THompson. Even though under competitive bidding, the freight 
forwarder who was successful in getting the work was compensated 
properly and adequately? 

Mr. Hupriorr. I assume that he must have been, or he wouldn’t 
have accepted the business. There could have been other facts 
involved, but I am not prepared to say. I don’t know what they 
were. 
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Mr. Tuompson. If you assume he was adequately compensated, 
surely you must have an opinion as to whether the 1% percent is 
excessive in cases of bulk shipments? 

Mr. Huptiorr. Well, they are higher or they would evolve into 
higher rates that we pay under competitive operations. 

Mr. THompson. You feel that they are excessive and more than 
would be charged under competitive arrangements? 

Mr. Huprtviorr. I don’t believe we could say that they are excessive, 
since they are established by a third party. 

Mr. Tuompson. You must have an opinion. You have said that 
they were adequately paid under a competitive system, where they 
received 4 or 5 times less than the amount determined if paid 1% 
percent. Don’t you have an opinion as to whether the figure five 
times higher is excessive? 

Mr. Hupriorr. You would have to come up with that conclusion, 
I am sure. 

Mr. Warren. Mr. Chairman, in response to your question, I refer 
to page 14 of the General Accounting Office report, which reads- 
this is about five times more than the average amount received by forwarders 
who were compensated on the basis of competitive bidding. 

Colonel, you have stated that the Department does not pay a 
forwarder for the services he renders. Also, you have acknowledged 
that it is the responsibility of the forwarder you designate to render 
such services. Yet, you have pointed out that such services benefit 
both parties. Even though it may not be the legal responsibility of 
the Department to pay forwarders for the services rendered, do you 
think this is a good practice? Is there anything wrong with it? 

Mr. Huprt.iorr. Our solicitors indicate to us that there is nothing 
objectionable to it. 

Mr. Warren. Is there anything that is morally objectionable? Is 
there any reason that the Government should be in a special category 
in this instance? 

Mr. Hupt.orr. No; I don’t believe there is. However, I do believe 
this, Mr. Warren, that should the Department take it upon itself 
to pay these freight forwarders, it would simply be adding to the overall 
expense since I don’t believe that there would be any compensating 
reduction in the freight charges that we now pay. 

Mr. Warren. You are stating that the steamship lines aren’t 
going to reduce their rates and this would constitute additional 
expense to the Government? 

Mr. Hupr.orr. That is correct. 

Mr. Warren. Yet, you have acknowledged that you designate a 
forwarder, and he has a responsibility to perform certain functions. 
But, you are not paying him? 

Mr. Huprviorr. That is correct. 

Mr. Warren. The General Accounting Office has suggested that 
other Government agencies which maintain offices at ports, such as 
the Federal Supply Service and the United States State Department 
Despatch Agency, could perform forwarding functions for other agen- 
cies to the advantage of the Government. 

Do you have any opinion on that? 

Mr. Huptriorr. Well, I believe, Mr. Warren, that that possibility 
could be studied and possibly something of that kind could be worked 
out. 
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Mr. Warren. But you don’t know whether it would be of advantage 
to the Government? 

Mr. Hupriorr. That is right. It would have to be studied. 

Mr. Warren. The GAO has stated that on berth-term shipments 
that grading contractors employed by the Department could perform 
the necessary documentation and freight-forwarding functions that 
you have indicated. 

Do you have any opinion as to whether your employee, a grading 
contractor, could in instances perform these services in place of freight 
forwarders to the advantage of the Government? 

Mr. Hupriorr. I don’t know whether or not your terminology is 
quite right. You say a grading inspector. Wouldn’t he be a grain 
inspector? Is that what you are talking about? 

Mr. Warren. That is right. 

Mr. THompson. You mentioned a grading contractor. Is that a 
proper terminology? 

Mr. Warren. I would like the record corrected to grain inspector. 

I think the General Accounting Office referred to a grading con- 
tractor. 

Mr. Hupruorr. | think what you have in mind is a grain inspector, 
the one who actually establishes the quality of the grain that goes 
aboardship. 

Mr. Warren. That is correct. 

Mr. Hupriorr. Let me say that the inspection service is a regula- 
tory function which does not take place within the Commodity 
Stabilization Service. It is within the Department; it is over in the 
Agricultural Marketing Service. Again that would have to be 
studied to see whether that person could take on the additional re- 
sponsibility which you have in mind, of prescribing under your sug- 
gestion. That is of performing the functions that are now being 
performed by the foreign freight forwarder. 

Mr. Warren. Along that line, the Department has commodity 
offices located in certain ports of the United States. Do you follow 
the same line of reasoning that that situation might be studied as to 
whether or not the personnel in these offices might perform forwarding 
functions to the advantage of the Government? 

Mr. Huptiorr. Yes. We do have offices that are located in port 
positions, such as New Orleans and Portland. 

Mr. THompson. | might interject here to clarify the conversation 
about grading contractors. The GAO report mentions that the 
contractor engaged by the Department to grade the grain at the port 
of exit could handle the export declaration, and that the steamship 
line could prepare the ocean bill of lading. I think that is where 
this grading contractor came in. 

So, you do hire a man to be there to grade grain? 

Mr. Huptiorr. That is correct. 

Mr. Warren. Do Department personnel call the cargo forward? 

Mr. Hupt.orr. Yes, sir; they do. 

Mr. Warren. Why isn’t it feasible to allow forwarders to call the 
cargo forward? 

Mr. Hupriorr. That entire operation is such an integral part of 
the total price-support program, which includes acquiring the com- 
modity in the first instance, and warehousing it, anit transporting it 
and disposing of it, and it is such an integral part of one operation 
that you couldn’t separate one from the other. 
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Mr. Warren. The Department is receiving services free of charge. 
Can you advance a reason why forwarders are not charging the 
Department? 

Mr. Hupriorr. Well, I wasn’t in this particular operation when 
this started back in 1947; as to what the circumstances were at that 
time, I really do not know. 

Mr. Warren. Colonel, you are aware of the fact that ocean carriers 
are paying forwarders brokerage and you have stated that the De »part- 
ment does not charge forw arders for their services. My question 
was, can you think of a reason why freight forwarders are not charging 
the Government on your shipments? 

Mr. Huptiorr. No, I don’t believe so. 

Mr. WarREN. Do you believe that brokerage is taken into con- 
sideration by the forwarder when he fails to charge a fee? 

Mr. Hupriorr. That could be a factor. It could be a factor. 

Mr. THompson. Wouldn’t it be the only factor, as a matter of 
fact? Why otherwise would they give you a service for nothing? 
They have to be compensated. Wouldn’t it be the only factor, 
instead of ‘‘a’”’ factor, in your opinion? Were it not for the brokerage 
fee, what reasons can you give for a forwarder offering services to you 
for nothing? 

Mr. Huprvorr. I think that is right. 

Mr. TxHompson. So, it would be a major factor in your opinion? 

Mr. Hupruorr. Yes. 

Mr. TuHompson. And probably the only factor? 

Mr. Huptuiorr. That is right. 

Mr. Warren. Colonel, you have stated that one of the duties of a 
forwarder is to report an overage or shortage. Assume that there 
is a shortage, but the forwarder did not report it. Would he be 
legally responsible to the Department for not performing his function? 

Mr. Hupriorr. Well, I think we would have to refer that to our 
lawyers, and I wouldn’t be prepared to say whether he was or not. 

Mr. Warren. You have stated that this is one of his responsibilities. 

Mr. Hupt.iorr. That is right, and that is one of the things we 
would normally require him to do. As to whether or not it would 
be a legal responsibility that he didn’t fulfill, | think we would refer 
that question to our lawyers. 

Mr. Tuompson. Have vou ever had such a case where you did have 
a shortage? 

Mr. Huptiorr. To my knowledge | couldn't answer that question, 
and I would have to refer it to the C.S.S. C ommodity Office where 
the forwarder reports. 

Mr. Warren. You have stated that he is responsible to you as 
your agent to perform these functions. On what theory is he re- 
sponsible? Is there any consideration creating the legal liability? 

Mr. Hupriorr. Well, he does get a set of instructions which pre- 
scribe pretty much the responsibilities which I have pointed out in 
my statement. 

Now, as to whether or not that would constitute consideration, | 
believe again that would be a legal question. 

Mr. Warren. Is he rendering those services gratuitously? 

Mr. Huptiorr. Again we have referred that matter to the Solicitor, 
and there is no objec tion on the part of the Department to accept the 
service. 
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Mr. Tuompson. To clarify one point, and this is getting a little 
involved, do vou feel that forwarders are necessary in your operation? 

Mr. Huptriorr. Yes, I do. 

Mr. THompson. Is there a meeting of the minds in your own Depart- 
ment about that? 

Mr. Hupt.Lorr. Yes, sir; the paper which was presented here, the 
statement presented to the committee gives the position of the Depart- 
ment, in which we indicate that the services of the forwarder are 
necessary in our operations. 

Mr. THompson. Why would there be? It has been represented to 
us in the GAO report, and I quote from it: 

Officials of the Transportation and Warehousing Branch of the Department 
of Agriculture state that freight forwarders, private freight forwarders are not 


needed in all export shipments. These officials state for example that in most 
berth-term shipments of grain, they would not need a forwarder. 


Mr. Hupriorr. | think it is unfortunate, Mr. Chairman, that the 
General Accounting Office 

Mr. THompson. We are trying to get a meeting of the minds to 
help you, the forwarders, and every segment of the maritime industry. 
While we are not trying to put you on the spot, we are trying to 
develop something that we can follow as a guide on what would be 
practicable for this group to do to clarify existing laws, if they need 
clarification. These things are very confusing, you must admit. 

Mr. Hupriorr. That is right. I think it is unfortunate that the 
report was not cleared with the officials in the Department who are 
in a position to establish a position for the Department. 

Now undoubtedly, that is the opinion of possibly an individual. I 
will say that the Department has gone over this question rather 
thoroughly, and we are convinced that there is a service there that 
must be performed. 

Mr. Tuompson. Then, do you know which officials of the Depart- 
ment gave out statements of their feelings? 

Mr. Hupriorr. Well, I presume that they were men in my shop. 

Mr. Tuompson. I think that that is a very important point. 

Mr. WarREN. Were you consulted? 

Mr. Hupriorr. No, sir, I was not. 

Mr. Warren. The GAO never consulted you? 

Mr. Huptiorr. Not with respect to the details of what we are 
talking about. 

Mr. Warren. Did he clear through you? 

Mr. Huptiorr. No, sir; not on the basis of the finished report. 

Mr. Warren. But, did he clear with you initially? 

Mr. Hupruorr. I believe he did. 

Mr. Warren. Did you give him authority to examine people in 
your shop, and did he state to you the purpose of his investigation? 

Mr. Hupriorr. My memory or my recollection is hazy on that 
point, as to whether or not he contacted me originally, or not. As 
I say, I presume that he did, but to answer your question specifically, 
1 cannot do that. 

Mr. Tuompson. It is a far-reaching question. It seems there could 
be some policy developed that would be adhered to down the line. 
These officials, and I quote from the GAO report— 


advise that were it not for the Bland Act, and General Order 70 of the Maritime 
Administration, which compel the use of forwarders, the Department could do 
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without services of private forwarders to a large extent and with little or no 
additional inconvenience or cost to the Government. 


That statement is derived from officials in their terminology of your 
shop. 

Has the Department changed its policy since the letter from the 
Maritime? 

Mr. Hupt.uorr. No, sir, and we indicated in our statement, Mr. 
Chairman, that we have always been of the opinion, and this was an 
administrative decision when we first made it, that under the Bland 
Act we were required to use them. But we also came up with the 
conclusion that there was a necessary service that they had to perform. 

Now, after we got the report here, the investigation prepared by 
the General Accounting Office, then we said ‘‘We reviewed our posi- 
tion,’’ and said ‘“‘Now let us take it to the General Counsel and ask 
him whether or not it is a legal requirement.”’ 

He came back, and he said, ‘Yes, it was.” 

Mr. Tuomrson. Did you check to see what other department 
chief counsels had determined on the same consideration? 

Mr. Huptiorr. No, I will say this, that prior to the time this 
report came out, I think it was a general understanding among those 
agencies who were in a position or who actually had to engage the 
services of a private freight forwarder that they were required or it 
was a mandatory thing legally required under the Bland Act. | 
think it was generally understood by all of the Government agencies 
that that was a requirement. At least that was my impression. 

Mr. THompson. Although it was stated by Maritime that they 
should be used except where it is impracticable or inconvenient? 

Mr. Huptiorr. The Maritime Commission changed its position 
on that, too. The first time they came out, there was more emphasis 
on “you shall use them,” and then I believe that that was watered 
down as we went down the road. 

Mr. THompson. That is a good term. I am inclined to agree that 
that was watered down slightly. 

When did you receive a copy of the General Accounting Office 
report? 

Mr. Hupt.orr. I believe it was transmitted to us with Mr. Bon- 
ner’s letter back in April or May of this year. I can give you the 
exact date. 

Mr. THompson. Approximately April or May? 

Mr. Huptworr. April 21, 1955. 

Mr. Tompson. In view of the statements given to their investiga- 
tors by your officials, what action did you take when you noted 
these thoughts were stated? Did you take any action to determine 
whether or not GAO got the proper information? 

Mr. Huptvorr. I did, sir. 

Mr. Tuompson. What did you do and determine? 

Mr. Hupttorr. I talked to my people as to who made these state- 
ments, and they were of the opinion, and I was so advised, that possibly 
some statements of a nature were made but they didn’t believe that 
they were quite as severe as they were siated in this report. 

Mr. Tuompson. Then what did you do? 

Mr. Hupriorr. Again I reiterated what the position of the Depart- 
ment was. 

Mr. THompson. To whom? 
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Mr. Huptiorr. To these people. 

Mr. Tuompson. To the General Accounting Office? 

Mr. Hupr.orr. To our people. 

Mr. THompson. But what did you do in reference to this report 
which no doubt you knew was coming out and would be of great 
interest to a lot of people? Did you take any action to ask the 
General Accounting Office to clarify or correct your position, if it was 
erroneously stated? 

Mr. Huprt.orr. No, sir; we did not. 

Mr. Tuompson. That would seem to me to be unfortunate, Colonel, 
because the impression is clear that either the policy change has taken 
place, or some unqualified person spoke to the General Accounting 
Office, in the name of the Department. That causes a great loss of 
time, and frankly, it concerns me greatly. 

Mr. Warren. Colonel, you have stated that forwarders are neces- 
sary and render an important service to the Department. Suppose it 
were decided that the Department of Agriculture had to pay for these 
services. Do you believe that, as Chief of Transportation, you would 
use them and pay for their services? 

Mr. Huptiorr. Yes, I do. I don’t believe that we would pay for 
it on a flat fee basis, I believe we would go out on a competitive basis 
and get the services we wanted. 

Mr. Warren. Colonel Hudtloff, I am reading from an article 
which appeared in the Times-Picayune, Tuesday, October 7, 1952, at 
New Orleans, in a letter to the editor: 

The Department of Agriculture announced that its Production and Marketing 
Administration in New York will act as its own grain-forwarding agent at the port 
of New York resulting in the termination of the use of commercial forward- 
ing services there. The spread of this socialistic practice to the gulf ports of 
New Orleans, Houston, and Mobile was nipped in the bud by the fast and aggres- 
sive action of the Forwarding Agents and Freight Brokers Association and others. 
In cooperation with the American Association of Small Enterprises— 
and it is signed by ‘Joseph D. Henderson.”’ 

Do you have any comment regarding this release? 

Mr. Hupriorr. I am thoroughly unfamiliar with that, Mr. Warren. 

Mr. Warren. You have stated that forwarders do not book or 
secure cargo on Department shipments, and you have stated the 
reason why they do not. In the light of a Federal Maritime Board 
decision which has been referred to as defining brokerage as compensa- 
tion for securing or booking cargoes, do you ‘believe that brokerage is 
earned on Department shipments? 

Mr. Huprvorr. If the definition that you speak of defines “broker- 
age’’ as services performed in connection with securing the cargo 
for the ship and that it is exclusively that, then there ‘would be a 
question, I presume, as to whether or not they would be entitled to 
this fee. 

Mr. Warren. [ understand that certain conferences on the Pacific 
coast have incorporated in their section 15 agreements a stipulation 
that it is necessary for the shipper to authorize and designate a freight 
forwarder to book the cargo. The Federal Maritime Board has 
indicated that this stipulation might be one of the reasonable rules 
which a conference can make concerning brokerage. Have you had 
any complaints from forwarders that they are not being paid brokerage 
on the west coast pursuant to these rules to which I have referred? 
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Mr. Hupriorr. Mr. Warren, I believe that up until September of 
1954, the rule to which you refer, namely, that the foreign freight 
forwarder could not be paid the brokerage fee unless he actually 
booked the cargo, was modified insofar as it related to the Department 
of Agriculture and that provision has been waived and we now are not 
held to that rule. 

Mr. Warren. Thus, the Department does not now have to certify 
a booking with those conferences? 

Mr. Hupriorr. That is correct. 

Mr. Warren. Is that correct? 

Mr. Hupitorr. That is correct. 

Mr. Warren. And brokerage, according to your understanding, is 
payable regardless? 

Mr. Hupruorr. It can be paid. 

Mr. Warren. Does the Department have authority to disqualify 
an inefficient forwarder, and, if so, has it ever exercised such authority? 

Mr. Hupriorr. Yes, the Department does have the authority to 
disqualify a foreign freight forwarder. 

Mr. Warren. Has it ever exercised it? 

Mr. Hupriorr. I could not answer that question. I can obtain 
the answer for you by contacting our commodity offices and I would 
be glad to incorporate it into the record if you so desire. 

Mr. Warren. What is the procedure of the Department in selecting 
forwarders? Is it on a tonnage basis or is it on a monthly basis? 


Mr. Huprvorr. It is done both ways. It is done on a period basis 
and on a tonnage basis through the selection from a listing that has 
been given to them as furnished to the Washington office and they in 


turn rotate them on the basis of either tonnage or on the basis of time. 

Mr. Warren. Why are there two methods? 

Mr. Huptiorr. We have not prescribed a formula for it. We just 
said that they had to be rotated. Some felt that it could be done more 
equitably on the basis of a tonnage basis and others felt that it could 
be done more equitably on .the basis of a time and we have not seen 
fit to disagree with them. 

Mr. THompson. Do you, in that connection, issue a formal contract 
to the forwarder? What is his notification that he has been desig- 
nated? Do you ever designate any forwarder for a specific job? 

Mr. Hupriorr. We do, Mr. Chairman. We inform him on Com- 
modity Credit Corporation Form 17 as it is known with us which sets 
forth the terms and conditions under which he is operating. 

Mr. THompson. And you do at times appoint a forwarder for a 
specific shipment? 

Mr. Hupriorr. Yes, sir. 

Mr. THompson. Is that done normally or occasional] vy? 

Mr. Hupriorr. No, it is done normally. 

Mr. Tuompson. On what form would you appoint a forwarder at a 
specific point on a monthly basis? 

Mr. Hupriorr. This same form could be used on the basis of a 
monthly basis notifying him of individual shipments or it could be 
used on the basis of specific shipments. 

Mr. Thompson. When you appoint a forwarder on a monthly basis, 
do you appoint him to handle all shipments at a certain shipping point 
within that period? 

Mr. Hupriorr. Yes, that is right. 
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Mr. THompson. Then if you have an extremely large individual 
shipment during that month, would it be possible that you would 
appoint another forwarder for this particular shipment, or would that 
forwarder who had the monthly contract handle everything? 

Mr. Huprworr. I believe, Mr. Chairman, that he would probably 
handle everything. 

Mr. THompson. Do you ever cancel authorization to a forwarder 
on form 17, after consignments have begun to be shipped in his care, 
and appoint another? 

Mr. Hupriorr. To answer your question specifically, Mr. Chair- 
man, I really do not know. I would have to obtain that information 
from the field but I would be inclined to say that I do not believe that 
we do. 

Mr. THompson. If you issued a form 17 to a forwarder and after 
some percentage of the shipments were received the forwarder having 
performed the ‘duties expected of him, and then you canceled his form 
7 for that shipment and began to look for another forwarder, would 
you have any obligation to reimburse the original forwarder who has 
suffered a loss of time and money? 

Mr. Hupriorr. Well, I think it would depend upon the circum- 
stances under which the change was made, but I believe that we 
probably would. 

Mr. Tuompson. If there is no cause and a matter of your 
termination? 

Mr. Hupriorr. Surely. 

Mr. Tuompson. Are you familiar with one, J. Ashton Greene, in 
the city of New Orleans? 

Mr. Hupriorr. Yes, sir. 

Mr. THompson. What were the circumstances involved in the case? 

Mr. Hupriorr. You would have to recite cases. I would have to 
bring my file. There have been so many cases that I would not 
begin to isolate one and give you the facts. 

Mr. Tuompson. Will you furnish the circumstances involved in a 
recent case involving Mr. J. Ashton Greene? 

Mr. Hupriorr. Yes, sir. If you will let me have the circumstances, 
I will be glad to furnish you the complete facts. 

Mr. THompson. Counsel has the letter. 

I would like to incorporate that into the record. 

(See appendix printed as supplement to the hearings.) 

Mr. THompson. That is all. 

Mr. Warren. During the last several fiscal years, how many 
individual forwarding concerns were designated on Department 
shipments? Also, how many of those registrants participated during 
a single year on more than one shipment? Do you have that 
information? 

Mr. Hupr.orr. No, sir, I do not, but I will be very glad to obtain 
it from our commodity offices and furnish it for the record. 

Mr. Warren. Mr. Chairman, I suggest that it be incorporated in 
the record. 

Mr. THompson. Without objection, it will be. 

(See appendix printed as supplement to the hearings.) 

Mr. THompson. Do you have questions, Mr. Chase? 

Mr. Coase. No questions. 
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Mr. THompson. Gentlemen, thank you for coming. We hope we 
have not burdened you. The information has been enlightening, and 
we will probably confer with you from time to time as the hearings 
develop. 

Tomorrow morning at 10 o’clock we will hear witnesses from the 
General Services Administration and the Bureau of Public Roads. 

Thank you very much. 

The meeting is adjourned. 

(Whereupon, at 4:20 p. m., the hearing was adjourned until 10 a. m., 
Friday, October 28, 1955. 








INVESTIGATION INTO THE ACTIVITIES OF FOREIGN 
FREIGHT FORWARDERS AND BROKERS 


FRIDAY, OCTOBER 28, 1955 


House oF REPRESENTATIVES, 
SPECIAL SUBCOMMITTEE ON 
FREIGHT FoRWARDERS AND BROKERS OF THE 
CoMMITTEE ON MeErcHANT MARINE AND FISHERIES, 
Washington, D. C. 

The subcommittee met at 10 a. m., pursuant to recess, in room 219 
of the House Office Building, Hon. T. A. Thompson (chairman of the 
subcommittee) presiding. 

Present: Representatives Thompson and Chase. 

Present also: Charles F. Warren, chief counsel to the subcommittee. 

Mr. THompson. The subcommittee will come to order. This 
morning, we have the General Services Administration representative, 
Mr. Wildberger, the traffic officer of the General Services Adminis- 
tration. Will you come to the witness chair, please, sir, and identify 
yourself to the stenographer? 


STATEMENTS OF ARTHUR G. WILDBERGER, FREIGHT TRAFFIC 
OFFICER, TRANSPORTATION AND PUBLIC UTILITIES SERVICE; 
THOMAS A. KENNEDY, ASSISTANT GENERAL COUNSEL; AND 
JOHN REGAN, ATTORNEY, OFFICE OF THE GENERAL COUNSEL, 
GENERAL SERVICES ADMINISTRATION 


Mr. WILpBERGER. [I am Arthur G. Wildberger, freight traffic officer, 
Transportation and Public Utilities Service, General Services Admin- 
istration, and I am accompanied by Mr. John Regan, GSA counsel’s 
office. 

Mr. THompson. You may proceed, sir. Please sit down. If you 
have a prepared statement, we will be glad to hear it, and then counsel 
will ask a few questions. 

Mr. Witpsercer. Mr. Chairman, counsel, and committee mem- 
bers: I am Arthur G. Wildberger, freight traffic officer, Transporta- 
tion and Public Utilities Service, General Services Administration, 
designated to testify before the special subcommittee, on the report 
of the General Accounting Office, dated March 1955, entitled ‘Report 
of Investigation on the Use of Private Export Freight Forwarders by 
Departments and Agencies of the United States.”’ 

Our comments relative to the salient points in the report are as 
follows: 

We concur in the statement that there is no legal requirement for 
Government agencies to use private freight forwarders when their 
services are not needed. However, in many instances, GSA considers 
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such services necessary and desirable. Accordingly, under the Bland 
Forwarding Act (46 U.S. C. 1127) and General Order 70 of the Mari- 
time Administration issued thereunder (46 CFR 243), GSA uses the 
services of private freight forwarders for the forwarding of materials 
exported under the foreign-aid programs in accordance with ordinary 
commercial practice. In most instances it has been found more 
economical and is in the best interest of the Government for GSA to 
utilize the services of these private freight forwarders than to under- 
take the services ourselves. 

It has been our practice to deal with private freight forwarders at 
the United States ports on a large part of GSA shipments. They 
perform services at no charge to the Government, but with the under- 
standing that a fee will be received by them direct from the ocean 
carrier. The fee is computed on the basis of 1% percent of the gross 
freight revenue shown in each ocean bill of lading. 

Since July 1, 1954, freight forwarders have received payment from 
GSA for overseas postage ‘for the mailing of ocean shipping documents 
to the consignees, Federal and foreign Government officials, and others 
located in the foreign countries. For transmission of ocean sailing 
information, forwarders are supplied with franked or stamped air- 
mail envelopes. Also since January 21, 1954, when an emergency 
situation arises in lieu of sending ‘collect’? telephone or telegraph 
messages via commercial lines, forwarders have been given per- 
mission to use GSA telephone and telegraphic facilities for the dura- 
tion of the work assigned by us. 

In regard to freight forwarders receiving compensation in excess 
of the value of their services, a spot check of foreign aid shipments 
exported through the ports of New York and Baltimore for the months 
of January and February 1955 reveals that they received from the 
ocean carriers an average fee per shipment of approximately $2.73 
on 309 shipments handled at New York and approximately $10.71 
per shipment on 69 shipments handled at Baltimore, details of which 
are indicated in the attached exhibit A. 

At that point, I might say that the reason the fee at Baltimore is 
higher is because there were some large shipments of DDT and fer- 
tilizer and, by reason of that, the total amount of revenue was 
increased. 

If you look at the statement, the 45 shipments in Baltimore 
amounted to $52,336.86, whereas for the similar month New York 
had 172 shipments with freight revenue amounting to $38,086.33. 

On full cargoes of coal, the forwarders absorb all communication 
expenses and receive no compensation from GSA. They are paid a 
brokerage fee of $150 per vessel by the ocean carrier. 

The fee received by forwarders on these shipments, in our opinion, 
is not excessive especially when the amount of detail to be followed 
on each shipment is taken into consideration For instance to insure 
timely delivery of materials to the vessel or to the ocean carrier’s 
pier their services include: 

Maintain close followup with materials contractor and/or domes- 
tic carrier as to movement of the materials and the transmission of 
requisite shipping documents. 

Arrange at the port for drayage to the vessel or ocean carrier’s 
pier in instances where the delivery terms under the material con- 
tract do not specify f. a. s. delivery, or where the common carriers do 
not absorb drayage costs or cannot perform such services. 
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3. Prepare and obtain dock receipts on f. a. s. shipments. 

4. Prepare and execute shipper’s export declaration (includes 
handling with Bureau of Customs). 

5. Prepare and deliver ocean bills of lading to carrier. 

6. Distribute ocean bills of lading and related shipping documents. 

7. Furnish sailing information to our central transportation service 
for preparation of weekly report of shipments to be sent to the 
foreign missions. 

8. Issue orders to lighterage agents, when required. 

9. Prepare loss and damage reports, when required. 

As to some freight forwarders receiving a fee amounting to more 
than the value of their services, there have been a few isolated in- 
stances where a freight forwarder has proven to be incompetent or 
has failed to show the proper interest or attention to his duties. 
To be more specific, there was evidence in such instances of negli- 
gence in the performance of the followup services on shipments to 
insure timely arrival and/or apparent failure to dispatch shipping 
documents to the overseas office. Those forwarders were removed 
from our rotation list, thus precluding any further participation in 
our work. 

In regard to compensation or brokerage payments having a tend- 
ency to increase ocean freight charges, it has been recognized in the 
maritime industry for a considerable period of time that the 14 percent 
brokerage has been paid by ocean carriers of general cargo to freight 
forwarders for their effort in solicitation of freight and the processing 
of export documents. As a matter of fact, the Maritime Commis- 
sion refused to approve a proposed agreement of the Pacifie West- 
bound Conference of Ocean Carriers which would have prohibited 
the payment of brokerage on a large segment of its members traffic 
(2 USMC 775). 

Should GSA in the future find it more economical to perform its 
own freight forwarding services it would appear very doubtful that 
ocean carriers or their conference would agree to a shrinkage of their 
cargo rates in an amount equivalent to the present 14 percent broker- 
age fee. 

With regard to the suggested integration or consolidation of export 
shipments at the three U. S. A. ports where the U. S. Despatch 
Agency and GSA have offices, it is our opinion that any possible 
saving which could be accomplished by consolidation of small ship- 
ments would be offset by the extra clerical expense incurred by the 
accounting and operating personnel in the Government offices 
handling the documents. 

Also, should small f. a. s. shipments be sent to a warehouse located 
within the port area for consolidation instead of being delivered free 
to the vessel, in accordance with the terms of the usual material pur- 
chase contract, extra drayage and handling expense would be inevita- 
ble. 

If shipments were consolidated, ocean documents showing articles, 
markings, codifications, et cetera, of several Government agencies 
would cause and create administrative problems in the foreign offices 
where the personnel on duty, as a general rule, have not been trained 
in the handling of transportation matters. Furthermore, when a 
letter of credit is established on our foreign aid shipments, any docu- 
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ments showing extraneous information are not acceptable to the 
banks processing the letters of credit. 

In conclusion, since GSA at the present time is not paying private 
freight forwarders for their services except for communication ex- 
penses, and in view of the fact no substantial amount of brokerage 
fees is involved on our shipments, it appears there is no present neces- 
sity to make a change in our administrative procedures or policy. 

(Exhibit A referred to is as follows:) 


Exnisir A.—Statement showing performance of freight forwarders in ports of New 
York and Baltimore during the months of January and February 1955 


Month Port Number of Net Amount of 


Average fee 
shipments tons ‘ocean revenue 


,| Total fees per shipment 


January New York 172 1, 480 $38, 086. 33 $476. 08 $2. 76 

February do 137 448 29, 739. 85 371.75 2.7 
Total 309 1, 928 67, 826. 18 847.83 

January Baltimore 45 3, 096 52, 336. 86 654. 21 114.53 

February ao 24 185 6, S08. 13 85. 10 3. 54 
Total 69 3, 281 59, 144. 99 739. 31 


! This fee is higher because there we re some large shipments, namely 1,561 tons of DDT and fertilizer. 
i : 


Mr. Thompson. Thank you, Mr. Wildberger. 

Counsel would like to ask you some questions. 

Mr. Warren. Mr. Chairman. ] suggest that the official briefs of the 
freight forwarding associations in answer to the General Accounting 
Office report and legal memorandums be incorporated into the record 
but not to be printed into the record. 

Also, in reference to the unsigned statement referred to at the hear- 
ings yesterday afiernoon, I suggest that this statement be stricken 
from the record in the interest of fair play, and that the parties be 
heard individually in forthcoming proceedings before this inquiry. 

(This statement refers to an unsigned statement attributed to a 
former Government official, and read into the record on the previous 
dav at the afternoon session.) 

Mr. THompson. If there are no objections, the Chair rules that this 
memorandum and comments pertaining thereto be stricken from the 
record in the interest of fair play in order that these hearings may be 
based on either direct statements or signed statements considered 
proper in this type of hearing. At a later date, there v ill be witnesses 
appearing in regard to this subject. 

You may proceed with your questions. 

Mr. Warren. I further suggest, Mr. Chairman, that a letter 
addressed to the chairman of the full committee from the Adminis- 
trator of the General Services Administration be made a part of the 
record. Also, a letter addressed to the Administrator, General 
Services Administration, from the Secretary of Commerce. 

Mr. THompson. Without objection, so ordered. 

(See appendix printed as supplement to the h arings. ) 

Mr. Warren. Mr. Wildberger, I understand that. the General 
Services Administration does not compensate freight forwarders. 

Mr. Witpsercer. That is right. 

Mr. Warren. Am I correct? 
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Mr. WitpperGer. That is correct, sir. 

Mr. WarreEN. I notice in your statement, in apparent justification 
of this procedure of not paying for these services, the following 
language: 

In regard to compensation or brokerage payments having a tendency to increase 
ocean freight charges, it has been recognized in the maritime industry for a con- 
siderable period of time that the 1}4-percent brokerage has been paid by ocean 
carriers of general cargo to freight forwarders for their effort in solicitation of 
freight and the processing of export documents. 

I take it that this is a statement which is made in apparent justifica- 
tion for not paying freight forwarders. Is that correct? 

Mr. WitpBerGeER. Yes; I think that is substantially true, that is 
right. 

Mr. Warren. And, [ note that you state that the well-recognized 
practice is to pay 1%-percent brokerage for the solicitation of freight. 
On that point, are freight forwarders soliciting freight for your 
Administration? 

Mr. WiLpBERGER. NO, sir. 

Mr. Warren. If this statement is in justification of the fact that 
the Administration does not compensate forwarders, do you believe 
that the payment of brokerage is a valid reason for not doing so? 

Mr. WitpserGcer. Well, | might say that we accepted the practice 
of industry. This 14 percent, I understand, has been in effect for 
over 100 years. 

Mr. Warren. I understand that, Mr. Wildberger. 

Mr. WitpserGcer. | have here, and if you permit me to, I will 
read an excerpt from a letter written to GSA back in 1949 soliciting 
our business on a free basis. 

Would you like to hear that, sir? 

Mr. WarreEN. Please proceed. 

Mr. WitpperGcer. Of course, I could have brought more but I 
just brought the one. Shall I omit the name of the company? 

Mr. Warren. Use your discretion. 

Mr. WitpperGcer. R. G. Hobelmann & Co. They are located at 
410 National Marine Bank Building, Baltimore, Md. It was written 
on June 16, 1949, addressed to Mr. J. E. Salisbury, then the Chief 
of Shipping and Storage Branch of the Bureau of Federal Supply. 

In the next to the last paragraph or the fourth paragraph, it says: 

As you are no doubt aware there are no charges assessed against the Govern- 
ment for the utilization of our services since we derive our revenue from other 
sources. This has been our standard practice in connection with the movement 
of all Government business regardless of agency. 

Now, that is the prevailing thing that has taken place throughout 
the country with the exception of the west coast. 

Mr. Warren. You have stated that freight forwarders neither 
solicit nor book cargoes with respect to GSA? 

Mr. WivpBerGer. That is correct. 

Mr. Warren. You have further attempted to justify this by 
stating that this is recognized practice on the basis that forwarders 
are paid brokerage for solicitation of freight. 

I again ask the question: Do you feel that this reason applies in 
your particular case? 

Mr. WiipBercer. | would say yes. 
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Mr. Warren. Yet you fully acknowledge that they do not solicit 
freight for your Administration. 

Mr. Witppercer. That is true. 

Mr. Warren. Do you interpret the Federal Maritime Board 
brokerage decisions as compensation ‘‘for securing or booking cargoes,” 
or do you interpret them as compensation “for services of benefit to 
ocean carriers’’? 

Mr. WiipserGcer. Would you mind restating that, please? 

Mr. Waxnren. The Federal Maritime Board has defined brokerage 
as “compensation for securing or booking cargoes.’”’ Do you interpret 
that decision as being limited to the solicitation of freight, or as going 
beyond that premise? 

Mr. WitpperGer. I think it goes beyond that for the same simple 
reason that there are other things that a freight forwarder must do. 
As far as solicitation of freight is concerned, I imagine that when that 
was first put into effect we did not have the up-to-date methods we 
have today and solicitation of freight was one of the primary things. 

I think, as we go on and progress, a freight forwarder being an 
essential cog in the transporting of initia overseas, has kind of 
been accepted. 

Mr. Warren. So you are stating that there are other essential 
services of benefit that a forwarder performs? 

Mr. WitpBerGeER. Definitely. 

Mr. Warren. Do you believe that these additional services are 
services that forwarders must render for their principals as a matter 
of legal responsibility? 

Mr. Witpsercer. Well, as I see it, I would say there that as far as 
a legal responsibility is concerned, there is no written contract 

Mr. Warren. There is no contract? 

Mr. WitpBerGer. There is no contract, no. It is just a mutual 
understanding that they would perform these services free. 

Mr. Warren. Mr. Wildberger, when a forwarder prepares an ocean 
bill of lading or an export dec laration and makes a distribution of the 

rarious documents involved, is he acting for GSA? 

Mr. Witpsercer. As a type of agent, yes, in a special capacity, 
we would say. 

Mr. Warren. Then, you must acknowledge also that the agency 
arises out of a contract? 

Mr. WitpsperGcer. Well, that is not a contract reduced to writing, 
of course. 

Mr. Warren. Well, does a contract have to be reduced to writing? 

Mr. WitpserGer. No. The answer is “No.’ 

Mr. Warren. Then you are acting pursuant to a contract, are you 
not? 

Mr. WiLpBerGER. Yes. 

Mr. Warren. Did you answer that question? 

Mr. WitpperGer. Yes. I should again state that these views of 
our contractual relationship are my personai observations and may 
not reflect the views of the administration. These questions have 
not been proposed for opinion to our General Counsel. If desired, 
we could request the views of our General Counsel and submit them 
for the record. 


Mr. Warren. Is your relationship with a forwarder under a con- 
tractual basis? 
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Mr. WitpBerceErR. Well, I would have to say “Yes.” 

Mr. Warren. If that is true, do not certain responsibilities arise 
out of that contract? 

Mr. Wivpsercer. Yes; that is true. 

Mr. Warren. Then, if you acknowledge that there are certain re- 
sponsibilities, the functions which you have instructed freight for- 
warders to perform must necessarily be a part of that responsibility; 
is that correct? 

Mr. Witpsercer. That is correct. 

Mr. Warren. And these services are being performed free of 
charge? 

Mr. WitpperGer. That is right. 

Mr. Warren. Mr. Wildberger, I note that you have referred to 
shipments that have been directed to New York and Baltimore, and 
you stated that the brokerage received in the case of New York aver- 
aged $2.73 per shipment. Are these ports representative of the ton- 
nage involved in your shipments? 

Mr. Witppercer. Yes. You say in tonnage? 

Mr. Warren. Yes. Are the ‘re ports to which you direct shipments 
where the tonnage is greater? 

Mr. WILDBERGER. ‘Tonnagewi ise, it might be; yes. 

Mr. Warren. Would it not then follow that brokerage would be 
higher at such other ports? 

Mr. WiLpBERGER. It depends upon the rate assessed to the cargo. 
For instance, some articles are rated almost $100 per weight measure- 
ment-ton whereas other freight could be as low as $16 a ton so that 
tonnage is really sometimes a good yardstick and other times it is not. 

Mr. Warren. Mr. Wildberger, do you feel that these two examples 
are representative of GSA shipments in terms of the receipt of 
brokerage? 

Mr. WiupserGcer. I would say yes. 

Mr. Warren. Would you say that most of your shipments are 
large or small? 

Mr. WixpserGer. Most of them are small shipments. They are 
grocery store items. You might put them in that category. 

Mr. Warren. Then, brokerage is usually small on GSA shipments? 

Mr. WitpBerGcer. Yes. I might also add that on our full-cargo 
shipments of coal in 1955, there were 76 vessels chartered and was 
paid by the ocean carrier which amounts to $11,400, 760,000 tons 
of coal approximately. That is equivalent to 1}; cents per ton. 

Mr. Warren. In respect to the figure, $2.73, has the Administra- 
tion ever considered dispensing with the Federal Supply Service and 
allowing freight forwarders to function at this rate? 

Mr. WitpperGer. Yes; that is under study right now as to whether 
we can do it this cheaply, but it appears that—I doubt that we can 
do it this cheaply, but I would prefer to withhold comment until we 
have had a chance to study the matter. 

Mr. Warren. Mr. Wildberger, do you feel that if this figure is 
representative, that it would be fair compensation to a forwarder for 
the services rendered for you? 

Mr. WiLpBeERGER. I would say that that is rather small, yes, in my 
opinion, in the present day. 

Mr. Warren. In the port of Baltimore, where tonnage is larger, 
the average fee per shipment is $14.53. T here is variance. 
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Mr. WitpserGER. Yes, but $14.53 is the average for January, 
whereas it is $3.54 for February. 

Mr. Warren. Freight forwarders have, as I understand it, taken 
the position that they will take the good along with the bad. 

Mr. WitpserGcer. That is right. 

Mr. Warren. Thus, it should equalize. The General Accountin 
Office made a statement that if this is true it is purely coincidenta 
since brokerage has no relation to the reasonable value of services 
rendered. Do you care to comment on the General Accounting 
Office’s statement? 

Mr. Wi.tpserGcer. Well, the General Accounting Office have recog- 
nized sort of a missing link between inland shipping and ocean ship- 
ping, and, of course, ‘with this intermediary, the freight forwarder, 
there is an interruption in the chain of title. He is performing a 
service there. It would seem to me that if carriers have been paying 
a cent and a quarter, they recognize that as a necessary essential part 
of the service, and we should accept the same thing. If that rate is 
inadequate, that is something that would have to be looked into by, 
I would say, the Federal Maritime Board. 

Mr. Warren. Mr. Wildberger, I have before me the Federal Prop- 
erty and Administrative Services Act of 1949, as amended, and I refer 
to section 201 (a) (1). I request your opinion or the opinion of your 
counsel as to how the Administrator has interpreted this section? 
What does it encompass? I have specific reference to the section 
which refers to transportation and traffic management. 

Mr. Ree@an. I am sorry, Mr. Counsel, but I am not able to under- 
stand the points on which you wish discussion on this section. 

Mr. Warren. I will read from the section for clarification: 

The Administrator shall in respect of executive agencies and to the extent that 
he determines that so doing is advantageous to the Government in terms of 
economy, efficiency, or service, and with due regard to the program activities of 
the agencies concerned- 

(1) preseribe policies and methods of procurement and supply of personal 
property and nonpersonal services, including related functions as contracting, 
inspection, storage, issue, property identification and classification, transporta- 
tion and traffic management, management of public utilities services * * * and 
repairing and converting; * * * 

How has the Administrator interpreted or acted pursuant to this 
section? Does it impose any responsibility upon the Administrator 
to make a determination as to whether or not GSA will do all of the 
freight forwarding for the United States Government, excluding the 
foreign and relief programs under the Bland Act? 

In further clarification, I note that the State Department is oper- 
ating a freight forwarding agency called the United States Despatch 
Agency, and I understand that the Federal Supply Service is perform- 
ing certain forwarding functions for the Government. 

Mr. WitpserGer. Could I explain the freight forwarding service 
of FSS in New York? 

Mr. Warren. | would like an answer to the question? 

Mr. Kennepy. My name is Thomas A. Kennedy, Assistant General 
Counsel, GSA. 

With respect to the question that you have posed in connection 
with section 201, this section under Title Il, Property Management, 
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outlines the role which GSA was given by the Congress, subject 
to certain limitations. 

This section is subject to the proviso in section 201 stated below 
which states that— 
the Secretary of Defense may from time to time and unless the President shall 
otherwise direct exempt the National Military Establishment from action taken 
or which may be taken by the Administrator under clauses 1, 2, 3, and 4 above 
whenever he determines such exemption to be in the best interest of national 
security. 

In view of the volume of D. of D. traffic that the Secretary of 
Defense controls, it would be important to state that the Secretary 
of Defense has made such a determination under this proviso which 
has completely, therefore, as far as traffic management is concerned, 
removed Department of Defense from the effect of section 201. 

Further, this section is subject to the provisions of section 602, 
which lists a number of wholly exempt and partially exempt agencies 
in the executive branch. 

Mr. Warren. Mr. Kennedy, has the Administrator made a deter- 
mination that the United States Despatch Agency operating for the 
State Department should, in the interest of the Government, perform 
its own forwarding, or that GSA should do it for all of the Govern- 
ment except the military? 

Mr. Kennepy. I know of no such determination by the Adminis- 
trator with the possible exception outlined in exhibit No. 15 of the 
GAO report. I do not believe that he could come to a determination 
of that nature except with respect to finding that it would be advanta- 
geous to the Government in terms of economy, efficiency, or service, 


and with due regard to the program activities of the agency concerned 
and it would, therefore, necessitate an executive agreement between the 
State Department and the General Services Administration, which 
would certainly be of record. 

The broad provisions of section 201 apply across the board in indicat- 
ing that GSA is subject to the qualifications of the proviso in section 
602: 


A service agency which will prescribe the policies with respect to personal and 
nonpersonal services and the outline of contracting, inspection, storage— 
and so forth, was included in the act at that point to be a form of 
classification which would enable you to understand what was included 
in these categories. 

You will note that it says, “such as,” so it is not just limited to 
traffic management. GSA has a responsibility in implementing 
the transportation and traffic management features by holding a 
discussion with the agency concerned. 

Mr. Warren. | thank you, Mr. Kennedy. 

Mr. Wildberger, I note on the first page of your statement: 

However, in many instances, GSA considers such services necessary and 
desirable. 

I refer to the phrase “‘in many instances.”’ Are there some instances 
in which their services are not desirable where GSA now uses them? 

Mr. Witppercer. No. 

Mr. WARREN. You did not intend to infer that? 

Mr. WiipBerGcer. No; I intended that to cover the FSS shipments of 
which I have cognizance. 
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Mr. Warren. Then you further state: 


In most instances it has been found more economical and is in the best interest 
of the Government for GSA to utilize the services * * *. 


Mr. Witpsercer. That is right, because we are getting it free. We 
are not going to expend public funds when we can get it done for 
nothing. 

Mr. Warren. Do you see anything wrong with this position? 

Mr. WitpnerGcer. How do you mean that? 

Mr. Warren. I am sorry. 

Mr. WitpserGer. | say, how do you mean that? 

Mr. Warren. | wondered if you believed the acceptance of free 
services Is wrong? 

Mr. WitpserGer. So far, there has been no opinion rendered by 
the Federal Maritime Commission as to accepting free services. 

Mr. Warren. Mr. Wildberger, it has been testified before this sub- 
committee that the Chairman of the Federal Maritime Board has 
indicated to Government agencies that it might involve a violation 
of the Shipping Act of 1916 for the Government to be accepting free 
services. 1 will read to you what the Secretary of Commerce, Mr. 
Sinclair Weeks, has stated to the Administrator of the General Serv- 
ices Administration. 

Mr. Wi_pperGcer. Counsel, may I ask if the letter is included in 
the report? 

Mr. Warren. No; this letter is not included there. I quote from 
the letter dated August 12, 1955. 

Mr. WiitpsperGer. When is that, please? 

Mr. Warren. August 12, 1955: 


The General Accounting Office report states that generally forwarders perform 
services on Government export shipments at no charge to the Government in 
consideration of brokerage paid to them by steamship companies carrying the 
shipments and that the brokerage payment frequently exceeds the value of the 
forwarding services. As stated in the report, the Federal Maritime Board has 
gone on record that Government agencies should pay the forwarders for services 
performed for them as shippers and the Chief, Regulation Office, Federal Maritime 
Board, has called attention to the fact that it might be a violation of section 16 of 
the Shipping Act of 1916 for a private shipper to obtain forwarding services 
without compensation or at a reduced rate as a result of the brokerage fees paid 
to the forwarder by steamship lines. 

Whether or not it would be a violation of section 16 of the Shipping Act for the 
Government to obtain forwarding services without compensation or at reduced 
rates in consideration of brokerage fees paid to the broker by the steamship line is 
a question upon which I express no opinion, but it presents a question of policy 
which I trust will be given careful consideration by your Administration. 


While Maritime has not expressed an opinion on the subject, I refer 
to the statement: 


As stated in the report the Federal Maritime Board has gone on record that the 
Government agencies should pay the forwarders for services performed for them 
as shippers. 

Obviously they must predicate this upon the Shipping Act of 1916. 

Mr. Kennevy. Mr. Warren, if I might interject a thought at 
this moment, we are asked to comment on a letter which contains 
obviously more than one paragraph. 

| do not know exactly what I could advise Mr. Wildberger with 
respect to it, without knowledge as to the remainder of the letter. | 
glean from your reading that a division in the Federal Maritime Com- 
mission had indicated that there might be an apparent. violation. 
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That tentative conclusion obviously was not weighty enough for the 
Federal Maritime Commission to end up by a propounding of policy 
on their part. Maritime Commission has accordingly referred it back 
to each of the agencies to examine their own policy considerations. 

I think we could only advise the Administrator that you have an 
interest in this particular. 

Mr. WarreEN. You state that Maritime has not found this to be a 
matter of importance. Do you know this to be a fact? 

Mr. Kennepy. No, sir. I just gathered that from your reading. 

Mr. THompson. Have you ever been asked for an opinion as to the 
legality of receiving these services without paying for them? Have 
vou ever been asked by the Administrator to state a position or 
opinion? 

Mr. Krennepy. No, sir. 

Mr. Tompson. So nothing was generated by this letter from 
Secretary Weeks? 

Mr. Kennepy. Nothing in the Office of General Counsel at this 
time. If Mr. Wildberger was solicited for an opinion, he would have 
to answer that. 

Mr. THompson. Despite this letter, which was sent to the Ad- 
ministrator from Secretary Weeks, you were not asked by the 
Administrator for an opinion on this matter? 

Mr. Recan. Mr. Chairman, I might say that the letter is in the 
Transportation and Public Utilities Service of General Services 
Administration for reply, and the reply has not yet been made to 
that letter. We do not have the letter here with us. 

Mr. Tuompson. It is dated August 12. Of course, this suggests 
that your agency give the matter careful consideration. They also 
ask that your conclusions be forwarded to them, including any 
comments in regard to General Order 70. From August 12 to date 
no action has been taken? 

Mr. Recan. It is my understanding, Mr. Chairman, that the 
General Services Administration, at least in the Transportation and 
Public Utilities Service, desired to have the advantage of whatever 
information might be developed at this hearing in its consideration 
of the question raised by the Maritime Administration. 

Mr. Kennepy. I might add also that in order to formulate any 
policy pursuant to section 201, which is our responsibility, we would 
not prepare a reply for the Maritime Administrator without discussions 
with other agencies. 

Mr. Tuompson. Do you collaborate with other agencies in other 
legal opinions? 

Mr. Kennepy. Yes, sir. 

Mr. Tompson. I think that is a good procedure. 

Mr. Warren. You have not collaborated with other agencies on 
this particular point? 

Mr. KENNEDY. No, sir. 

Mr. WarrEN. Getting to another subject, Mr. Chairman. You 
have stated, Mr. W ildberger, that you do not believe the compen- 
sation to be excessive in cases involving GSA shipments. Am I 
correct? 

Mr. Witpsercer. That is right. 

Mr. Warren. | refer to the Moylan case mentioned in the General 
Accounting Office report. 
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As I understand that case, the Administration contracted with 
Mr. Moylan, a freight forwarder, on the Pacific coast, under a bid 
arrangement at 6% cents per ton for a given amount of shipments. 
This contract expired after docket 657 brokerage began to be pay- 
able on the west coast. No new contract was entered into. Because 
of a conference rule of the Pacific Westbound Conference, GSA 
could not certify that Mr. Moylan had actually been authorized to 
book or that he had booked the cargo. Thus, the carriers refused 
payment of brokerage. Mr. Moylan had rendered some services as 
stated in the case but he did not know where to look for compensation. 
The matter was presented to the General Accounting Office. The 
contract rate, 6% cents per ton, according to the General Accounting 
Office, would have amounted to $2,700, if the GSA, pursuant to its 
contract, had paid for this service. However, Mr. Moylan filed a 
claim for $8,475.10, which was based on what he would have been 
paid in brokerage. 

| understand that the General Accounting Office has recently 
settled this case in the amount of $1,800, which is even below the 6% 
cents per ton value if the GSA had paid it. Taking the figures, 
$2,700 or $1,800 as finally settled, and $8,475.10, if brokerage had 
been paid, which do you consider to be reasonable for the services 
Mr. Moylan rendered for GSA? 

Mr. Wiiprercer. Well, from the facts as presented, the Moylan 
case, as | remember, arose out of not having a contract. 

Mr. Warren. That is correct, a quantum meruit matter. 

Mr. WitpserGcer. There was no provision in the carrier’s tariff 
for payment of brokerage. So GSA had to go out on competitive 
bid to get bids and his contract and that of another company out 
there were in effect at the time the provision was made in the tariff 
allowing freight brokerage. It carried a certification stipulation. 

At that particular time, we referred the matter to our Legal Division 
for an opinion as to how we could operate under it. 

Mr. Warren. Mr. Wildberger, I understand, and I think we are 
in agreement with the facts of the Movlan case. My question was 
directed at the reasonableness of the compensation involved. 

Mr. WitpsperGer. I can not comment on the reasonableness of the 
case because I do not know the facts of how it was settled. I under- 
stood it was settled on a quantum meruit basis and the claim, as pre- 
sented, you say, was larger than the equivalent of the amount of 1% 
percent? 

Mr. Warren. The claim was based on what he would have received 
in brokerage. I stated further that GSA had previously entered into 
a contractual arrangement with Mr. Moylan for 6% cents a ton. 

Mr. Wi_pBerRGER. You say “previously’’? 

Mr. WarreEN. Previous to the expiration of the contract in the very 
early stages. What is the basis for entering into this type of con- 
tractual arrangement? 

Mr. WitpBerGeErR. That was the cheapest basis we could procure 
at the time, because we put it out on competitive bids. 

Mr. Warren. Did you believe that 6% cents per ton was reasonable 
for the services of Mr. Moylan? 

Mr. Witppercer. At that particular time; yes. 

Mr. WarrEN. Were the services that Mr. Moylan performed at a 
later time different? 
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Mr. WizpBercer. No; with the exception of the booking of the 
cargo. 

Mr.-Warren. Did Mr. Moylan book the cargo? 

Mr. WitpBerGER. We permitted him to book the cargo, 

We select the vessel, trying to observe Public Law 664 on the 
50-50. 

Mr. Warren. In this case, did Mr. Moylan book the cargo? 

Mr. Wiuippercer. I do not recall. That has been several years 
ago. I would have to look at the case. 

Mr. WarrREN. Speaking of booking the cargo, is it the policy of 
GSA to prefer to book the cargo? 

Mr. WILpDBERGER. Yes, we “prefer to book the cargo. Of course, 
on the West Coast, we permit the West Coast forwarders to book 
the cargo in order for them to obtain brokerage. 

Mr. Warren. Why do you prefer to book the cargo? 

Mr..WiILDBERGER. Because in the negotiation of rates we have a 
volume sufficient enough to be able to get lower rates than commercial 
interests. 

Mr. Warren. You are stating that a forwarder could not take 
advantage of the lower rate or be able to obtain it? 

Mr. WitpsercER. I do not think he would have the same weight; 
no. 

Mr. WarreEN. Is there any other reason? 

Mr. WiLpBEerGeER. Well, the observance of Public Law 664. We 
have to be sure that it is followed. 

Mr. Warren. And that law is what? 

Mr. WILpBERGER. Public Law 664. 

Mr. WarrEN. What is that law? 


Mr. WitpsperGcer. The Cargo Preference Act. 

Mr. Warren. In cases where you allow a forwarder, pursuant to 
conference rule requiring authorization to book, to make a final 
booking, do you indicate to the forwarder which carrier should be 
used? 

Mr. Witpsercer. Yes, we do. We show that on the shipping 
instructions. We use these words— 


arrange for firm booking on the above vessel; if unsuccessful follow items 2A and 
B of GSA form 473 (e). 

A copy is in exhibit No. 9 of GAO report. 

Mr. Warren. Do you feel that this type of booking is the type of 
booking envisioned by decision of the Federal Maritime Board? 

Mr. WILDBERGER. ‘Yes; I would say yes. 

Mr. Warren. Do you feel, then, that a forwarder has earned 
brokerage if he actually books the cargo in spite of the fact that you 
make a prior selection of the carrier? You have stated that tenta- 
tively you select the carrier; is that correct? 

Mr. WitpBercer. That is correct. 

Mr. WarkeEn. In spite of that, you think—— 

Mr. WitpsperGcer. That is just part of the services. 

Mr. WarREN. I request, with permission of the Chair, that we 
obtain statistics showing how many freight forwarders have partici- 
pated in GSA shipments under the Bland Act, and how many for- 
warders participated more than one time during a period of 1 year. 

Mr. Witppercer. Yes, I can get that information. 
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How soon do you want it? 

Mr. Warren. I mentioned the Moylan case. I wanted your 
opinion on the reasonableness of compensation in that case. Do you 
believe there are many cases where brokerage might be as high as 
that in the Moylan case? 

Mr. Witpsercer. No; that was an unusual case. 

Mr. Warren. It was an unusual case? 

Mr. Wiupsercer. That is an unusual case; that is right. 

Mr. Warren. Mr. Chairman, I have no further questions. 

Mr. Tuompson. Mr. Wildberger, if you were employing the 
services of a forwarder, and you personally were conducting such a 
shipment, on what basis would you attempt to hire his services? 

Mr. Wiipsercer. When you say “personally,’”’ you mean what? 

Mr. THompson. For yourself, or on account of the Government, 
or some Government agency. What would be the fair business 
practice? Who benefits from the service and how should they be paid? 
You have had a lot of experience in this. 

Mr. WitpBperGcer. The commercial shipper located, say, at Denver, 
does not have a representative at the port, and he selects a freight 
forwarder, no doubt recommended to him by someone. He naturally 
expects to pay a fee because the freight forwarder would book the 
shipment, perform the other services, such as preparing export docu- 
ments, obtaining dock receipt——— 

Mr. THompson. We are familiar with all of the things that are 
required of freight forwarders. My question is, how would you proceed 
in acquiring these services, always thinking of the best interest of your 
principal? 

Mr. WitpBercer. I would contact a freight forwarder. 

Mr. THompson. On what basis? Would you accept this 100-year- 
old figure of 14 percent because it was traditional? 

Mr. WitpBercer. I do not know what has been done commercially. 

Mr. Warren. You have stated in your report that you understand 
it to be the commercial practice to pay 1% percent. 

Mr. Witpsercer. Yes, but we are getting it done free. Isn’t 
your question asking me what is fair? 

Mr. THomrson. Yes; you know that you are not getting anything 
free, actually. The forwarders feel that they are adequately com- 
pe nsated, pe ‘haps not by you, but they are made whole. If you had 
your own interest or the interest of your principal at heart and had to 
incur an additional expense for freight forwarding, how would you 
proceed? 

Mr. WitpsercGer. I would pay a fair and reasonable price. 

Mr. THompson. What would you consider that to be? 

Mr. Witpsercer. As I understand it, the average price is $7.50, 
providing they do not prepare a consular invoice. If they prepare a 
consular invoice, it is $10. Iam told this from Baltimore, and that is 
hearsay. Ido not know what all forwarders do. 

Mr. THompson. But you would not accept the one and a quarter 
as being a proper charge without looking around to see if you can get 
it done as well at a lower price, or would you? 

Mr. Witppercer. Less than the one and a quarter would amount 
toarebate. I would not be able to do that. 

Mr. THompson. Would you proceed on the basis of competitive 
bidding, then, for forwarding services? 
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Mr. Witpsercer. Yes, I believe I would; yes, sir. 

Mr. THompson. Do you have anything further? 

Mr. Warren. No further questions. 

Mr. THompson. We thank you for coming in. 1 do appreciate your 
cooperation with the committee. We will be c ‘alling upon you or your 
agency from time to time before the hearings are closed, perhaps for 
conferences or further points that we would like discussed. 

Mr. WivtpserGer. Mr. Chairman, how soon do you want the 
number of freight forwarders who have participated and the number 
of freight forwarders who participated more than once? 

Mr. THompson. It would be helpful to the committee to have it 
as early as possible. I would say any time before the month of 
December. 

(See appendix printed as supplement to the hearings.) 

Mr. THompson. We have today Mr. Curtiss, Commissioner of the 
Bureau of Public Roads. 

Mr. Curtiss, would you be seated, sir? It is good to see you, sir, 
before this committee. Will you identify yourself and your asso- 
ciates? 


STATEMENTS OF C. D. CURTISS, COMMISSIONER, BUREAU OF 
PUBLIC ROADS; R. H. HELMINTOLLER, CHIEF, EQUIPMENT, 
PROCUREMENT AND TRAFFIC BRANCH; AND ROBERT A. KAYE, 
CHIEF, TRAFFIC SECTION, EQUIPMENT, PROCUREMENT AND 
TRAFFIC BRANCH, DEPARTMENT OF COMMERCE 


Mr. Curtiss. My name is C. D. Curtiss. | am Commissioner of 
Public Roads. I am accompanied by Mr. R. H. Helmintoller, who 
is Chief of our Equipment, Procurement, and Traffic Branch, and 
Mr. R. A. Kave, one of his assistants. I have a special statement 
that I would like to read into the record, Mr. Chairman. 

Mr. THompson. You may proceed, sir. 

Mr. Curtiss. The Bureau of Public Roads, Department of Com- 
merce, purchases and arranges transportation for roadbuilding ma- 
terial and equipment under programs of International Cooperation 
Administration, International Bank for Reconstruction and Develop- 
ment, Export-Import Bank loans, special deposits of foreign countries, 
and appropriations from Congress for specific Central American road- 
building programs. That is the Inter-American Highway. 

The export shipments of the Bureau of Public Roads are handled 
by thé Equipment, Procurement, and Traffic Branch. Approximately 
100 shipments are exported per month. At the present time 34 foreign 
freight-forwarding agents service Public Roads exports in 16 United 
States ports. The foreign freight-forwarding agents designated by 
Bureau of Public Roads serve as export agents for the Bureau and as 
such perform a variety of functions at port including booking cargo, 
calling cargo forward to port, export documentation, “and supervising 
shipment in addition to arranging for storage at port, cartage to pier, 
and effecting marine insurance in specific instances. 

Foreign freight forwarders handling Bureau of Public Roads export 
shipments are generally compensated by steamship companies on the 
basis of 14% percent of the ocean freight charges. In certain instances, 
however, where a forwarding agent is designated to handle a consider- 
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able quantity of small shipments over a period of many months under 
a specific program, a forwarding fee is paid the forwarding agent by 
the Bureau of Public Roads on the basis of a negotiated agreement. 

Insofar as the Bureau of Public Roads is concerned, the foreign 
freight-forwarding agents are performing satisfactory services and as 
such are contributing to the impleme ntation of the several foreign 
programs of the Bureau of Public Roads. The utilization of foreign 
freight-forwarding agents on Public Roads shipments is based on 
authority set forth in the Bland Act and United States Maritime Com- 
mission General Order No. 70. 

[ am not too familiar with the details of the foreign shipments but 
Mr. Helmintoller and Mr. Kaye, I believe, can answer any questions 
on those details that you or members of the committee or counsel 
care to ask. 

Mr. THompson. Judge Chase, do you have any questions? 

Mr. Cuass. I have no questions. 

Mr. THompson. Counsel, proceed. 

Mr. Warren. I suggest that the letter addressed to the Chairman 
of the full committee from the Commissioner, Bureau of Public Roads, 
be made a part of the record without reading. Also, the letter ad- 
dressed to the Commissioner from the Secretary of Commerce, dated 
August 12, 1955. 

Mr. THompson. Without objection, they will be incorporated. 

(See appe yndix printed as supplement to the hearings.) 

Mr. Tompson. Did the letter from Secretary Weeks to the Bureau 
of I ~ublic Roads cover the same subject matter as the one sent to other 
agencies? 

Mr. Warren. It did, Mr. Chairman. 

Mr. THompson. What, if any, action, Mr. Curtiss, was taken as a 
re = of the receipt of that letter from Secretary Weeks? 

Curtiss. We made a reply to the Secretary under date of 
Se a ymber 16, and I would be glad to submit that re ply for the record, 
if you wish. 

Mr. Tompson. It should be a part of the record. I should like 
to have a résumé now of your reaction to it, if we may. 

Mr. Curtiss. Our feeling in the matter is that the forwarding 
agents are rendering a necessary and satisfactory service. With 
respect to whether they should be paid by the Government or as 
they are now paid by the shipping companies, I do not believe I am 
competent to express an opinion. However, we have felt that the 
payments were not excessive, because with our shipments we have 
in addition to large shipments, numerous small shipments on which 
the forwarding agent probably sustains a loss. 

Mr. Tuompson. In cases where brokerage would not cover the 
actual expenses, do you feel that the Bureau should negotiate a 
small fee to help make the forwarder whole? 

Mr. Curtiss. Yes, sir; we have done that in the case of some 
shipments, principally to our work in Central America. 

Mr. TuHompson. What is the line of demarcation between the small 
shipment wherein you would make additional payment and the one 
in which you would not make additional payment? 

Mr. Curtiss. I will ask Mr. Helmintoller to answer that. 

Mr. Tuompson. Certainly. 





FOREIGN FREIGHT FORWARDERS AND BROKERS 137 


Mr. HeLMInTo.tueR. We have given consideration in weighing the 
business, the volume of the larger shipments, how much he has 
earned in the way of brokerage and then if the business did not amount 
to but a few small shipments along with larger shipments, we have not 
bothered to negotiate for additional compensation. The forwarding 
agents in a number of cases have agreed to go along and take what 
they term the “bitter with the sweet,” so to speak; but in any cases 
wherein evaluating the volume of business we found that it was 
unreasonable to load a forwarder up with a lot of small shipments, we 
have then considered giving him a fee and we have done that by 
negotiating the matter. 

Mr. THompson. You say that the forwarders have expressed the 
feeling that they would take the ‘bitter with the sweet,’’ and would 
not demand payment? 

Mr. Hetminrouier. That is right, they have so stated. 

Mr. THompson. But, in fairness, you have determined that they 
should be paid in cases where brokerage is a small amount. 

Mr. HeumMintTouuier. We have felt that one should not expect any 
forwarder to render service without a reasonable aggregate compen- 
sation. 

Mr. THompson. Do you have a set policy for this, or is it individual 
determination? 

Mr. HeLMINTOLLER. Generally, individual determination. 

Mr. THomprson. Who makes that determination, sir? 

Mr. HeumintTouuter. Well, the forwarding agent and we in our 
Branch. Mr. Kave and I would hear the case, for example, and 
consider the facts and from the record then we would make a de- 
termination. 

Mr. THompson. “We” means that it is finally approved by whom? 

Mr. HetminTrouier. Mr. Curtiss has delegated to me certain 
authority and responsibility to handle those details. 

Mr. Warren. I suggest that the witness furnish information relat- 
ing to the line of demarcation in making such determinations, if that 
is practicable. 

Mr. Kays. My name is Robert Kaye, Chief, Traffic Section of the 
Equipment Procurement and Traffic Branch. 

I would like to add a comment to the effect that I think what the 
chairman is pointing out is a case concerning isolated shipmenis, be it 
smaller or larger. However, there are other considerations which 
perhaps we should mention. That is that when a certain program, 
such as a special deposit program comes to our aitention from a foreign 
country and we know that it will constitute nothing but a series of 
small shipments throughout, whatever the magnitude of the program 
is, half a million dollars or whatever the figure is, and that there is 
little possibility of a forwarding agent as such, to realize over the period 
of time any compensation, therefore even before the program gets 
under way, give consideration to payment of a forwarding fee, because, 
there are other requirements under this program that we do not re- 
quire that the foreign government wants; for example, they may want 
a certain additional number of documents distributed to an additional 
number of places which is out of the routine of our operation. In 
those cases they are compensated by a fee. They may have to send 
more documents by regular airmail as opposed to the wav we might 
send them by APO, airmail. 
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Mr. THompson. That is in every case a matter of administrative 
discretion? There is no rule or minimum tonnages that you use? 
It is a matter of individual determination on each shipment? 

Mr. Kaye. On a separate program basis, Mr. Chairman. On the 
other shipments, it is not evaluated per shipment. It may be evalu- 
ated at the end of a period. 

A forwarding agent may consider how he is doing on our account? 
It may take, let us say, a renegotiation or reappraisal of the thing. 

Mr. THompson. Actually, these questions are not critical. They 
are for the purpose of finding out how freight forwarding remuneration 
is functioning. 

Do you think that it is a sound practice to contract with a for- 
warder, agreeing to certain compensation as adequate over the long 
pull, taking the bitter with the sweet, and then ask: ‘Have you made 
or lost money during a 3-month period on a certain shipment’’? Upon 
a check of the records, you pay him an amount to make him whole. 

Mr. Warren. What insures administrative equality in carrying out 
this procedure? 

Mr. THompson. That is a good question, but I would like to get 
the first one answered. 

Mr. Kaye. It may not be with the same forwarding agent that this 
special program is contracted with so to speak, and, as Mr. Helmin- 
toller pointed out earlier, in discussing the matter they come to us 
and offer the proposition to us. We are very clear and fair with them, 
indicating on what the potential is based and what we have done in the 
past. 

They understand it. They say, “‘We are willing to take it on on 
that basis.”” Many of them continue on that basis. They have not 
come back for a fee. There are certain ones that perhaps feel that 
they have had larger ideas than what we could actually support in 
volume. So, then, they may say, “We are not interested.”” They may 
say, “‘We need a certain fee to continue if you wish,”’ and so on. 

Mr. Tuompson. Do you pay this fee, then, from that point on, 
or do you pay a fee retroactively on shipments which he finds he has 
suffered a loss? 

Mr. Kayr. No retroactive payment. 

Mr. Tuompson. That clears the point. 

Mr. Warren. Mr. Chairman, | suggest that some examples of the 
services performed for such remuneration, relating to the basis for 
computing it, be furnished. 

Mr. HELMINTOLLER. Yes, sir. 

Mr. THompson. Will vou furnish several files that would serve as 
model cases to indicate the kind of adjustment forwarder requests 
for special consideration, and how you proceed to determine the fair 
and equitable amounts that should be paid? 

Mr. HeLMInTOLLer. Yes, sir; we can supply that. 

Mr. Tuompson. Please furnish a list of the forwarders that you 
presently use, including an indication of the method of their selection. 
Also, a statement as to whetber or not additional forwarders have 
requested to act as your agents and how they are selected. 

Mr. HeLMINTOLLER. Quite a few of them come to solicit us. There 
is hardly a week that we do not have several freight forwarders who 
call on us, you might say, soliciting business for themselves, not how- 
ever for a steamship line. They seem to be interested in handling 
our business as forwarder. 
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Mr. THompson. What is your method of selection of a forwarder? 

Mr. HeLMINTOLLER. Pardon me? 

Mr. THompson. How do vou proceed in the selection of a forwarder 
when services are needed? 

Mr. HELMINTOLLER. First we see that he is listed with the Maritime 
Board and that he has a number assigned to him. Then we make 
some little investigation to see how he rates and then, too, we consider 
whether or not he has interested himself in our business to the extent 
of contacting us. 

Those are the basic things which we consider in selecting a foreign 
freight forwarder. 

(See appendix printed as supplement to the hearing.) 

Mr. THompson. Proceed. 

Mr. Warren. How long has the Bureau been compensating for- 
warders? 

Mr. Heuminrouuer. I did not quite understand that, please, sir. 

Mr. WARREN. Since what period, what date, has the Bureau been 
compensating forwarders? 

Mr. He,MInTouuterR. From what date. 

Mr. Warren. Approximately. 

Mr. Hetmrntrouter. With this Inter-American shipment, we have 
been compensating or were compensating all along until they began 
to pay a brokerage which I think was about 18 months ago. Prior to 
that, we of course paid because there was no brokerage in that. 

Mr. THompson. From which ports were these shipments handled? 

Mr. HetMINTOLLER. Now, we shipped from several ports. 

Mr. THompson. Where brokerage was not paid? 

Mr. He_MInTOLLER. That is correct, from New York principally 
and also Philadelphia and Baltimore and Norfolk. That shipping 
lane, during those years, did not pay any brokerage, Mr. Chairman, 
until 1 think it was about 18 months ago. 

Mr. Kaye. I think it was May of last year. 

Mr. He_mMiIntrouuer. May of 1954. 

Mr. THompson. From which ports do most of your shipments to 
the Inter-American Highway start? 

Mr. HetMInTrouLLer. We ship from New York, Philadelphia, and 
all of these, we will say, most of the Atlantic ports down to Charleston 
and some from the Pacific coast. 

We are influenced by the point from which we get it, where we buy 
the material or the equipment. 

Mr. THompson. What is the nature of this equipment and material? 
What is the major part of the shipments? 

Mr. HetminTouier. Well, small shipments generally, but we do 
have some sizable shipments of cement and occasionally some equip- 
ment, automobiles, but they are relatively small shipments in the 
sum total. 

Would you evaluate that that way, Mr. Kaye? 

Mr. Kaye. Yes, and, as a result, the major portion of those go 
out of the port of New York because of the frequency of sailings and 
direct sailings where the cargo would flow more or less naturally to 
New York, and where it originates in the western area we would use 
west coast ports. 


70668—56——10 
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Mr. Tuompson. The Chair might state that he has a very healthy 
interest in gulf ports, and was wondering to what extent you were 
utilizing those fine facilities in his district in Lake Charles? 

Mr. Hetmrnroutier. We use New Orleans and Houston and Mobile 
and we use them in cases where the inland freight rates and combined 
freight is economical. 

Mr. THompson. I think you will find with that type of spirit you 
will be shipping more and more from the gulf ports. 

Mr. Kaye. Sir, the gulf port shipments have increased substan- 
tially in our particular program to Central America by virtue of the 
fact that a direct sailing came into that port area for the destination 
ports in which we were interested. Naturally, that is a very important 
consideration insofar as utilization of the port, and we have been able 
recently to use them to a greater extent. 

Mr. THompson. | see. Thank you very much. I was curious. 

Proceed, Mr. Counsel. 

Mr. Warren. | notice that the Bureau allows forwarders to book 
cargo, call cargo forward, and make various other arrangements. 

Kor how long have you allowed forwarders to book cargo and call it 
forward? The General Accounting Office report stated that all the 
forwarder did was to fill out the bill of lading and export declaration, 
and make a distribution of the documents for the Bureau. 

Mr. Hreuminroutuer. That is not exactly correct, or complete, I 
might say. We generally make a tentative booking. The reason we 
make these tentative bookings is that we feel we are responsible to 
comply with the 50-50 shipping law and unless we keep track of the 
volume of shipping that we send under American flag, we do not 
know that. 

Now, we may make these tentative bookings, and conditions may 
arise where it would be changed due to a ship not sailing at that time. 
We then have the forwarder confirm these bookings and in some cases 
the forwarding agent makes the complete booking but when he does 
we get the reports and record them so that we will always know how 
we stand with respect to shipments on American bottoms. 

Mr. Warren. How long have you allowed forwarders to book 
your shipments; since the GAO report? 

Mr. He_minrouier. Do you know that date, Mr. Kaye? 

Mr. Kaye. I will base it on some other information here I think, 
in answer to your question. Prior to the issuance of the GAO report, 
we have been in the so-called exporting business since the Philippine 
rehabilitation program on which our first purchase order date was 
November 7, 1946, and from thereon, the Greek-Turkish aid program, 
and so forth. 

Under those initial programs, the forwarders did in certain in- 
stances make bookings of carload cargo. 

It mignt be well to point out at this time that in view of the fact 
that, [ would say, the bulk of our shipments are small, it is by and 
large advantageous for us to let the forwarding agent handle the 
transaction complete; that is to say, when the purchase order has been 
issued to a supplier the forwarding agent gets a copy with a copy of 
the shipping instructions to a supplier, and on that basis takes over 
the transaction, and perhaps the next thing we will hear about the 
shipment would be the receipt of an accomplished ocean bill of lading. 
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He has thus handled the transaction on these smaller shipments in 
total. 

Mr. Warren. You also mention that the forwarder in some 
instances procures marine insurance. 

Mr. Kaye. The marine-insurance item refers mostly to shipments 
of personal and household effects where an employee requests insurance 
to be placed for his account at a given amount and in many instances 
we will ask the es agent, “Will you effect this insurance 
under your policy or will you effect insurance on an individual policy 
basis?” We ae: an open policy on Central American shipments, for 
example, that is separate and apart from insurance on personal effects 
and household goods. This policy covers property of foreign govern- 
ments purchased with their special deposits. As a rule, the Govern- 
ment being itself insured would not effect ocean marine insurance on 
its shipments. These are specific cases utilizing marine insurance. 

Mr. Warren. I have no further questions. 

Mr. THompson. We appreciate your testimony, Mr. Curtiss and 
gentlemen. 

That will conclude your testimony. However, we may call on you 
at a later date for conferences and further information. 

Mr. Curtiss. We will be very glad to respond to any call that you 
may make. 

Mr. THompson. This will conclude the hearings in Washington 
at this time. The subcommittee will be in San Francisco for hearings 
on October 31, November 1, and 2. The Chair wishes to announce 
that he will hear all interested parties who desire to appear to the 
extent that time will permit. 

We suggest that we hear representatives of groups who can give us 
qualified testimony rather than witnesses who very possibly will state 
and restate the same matters for consideration. We invite written 
statements from people who feel that they should make their feelings 
known in regard to this subject. 

The subcommittee will now stand adjourned until the San Francisco 
meeting. 

(Whereupon, at 11:30 a. m., an adjournment was taken until 10 

1., Monday, October 31, 1 955 , in San Francisco, Calif.) 








INVESTIGATION INTO THE ACTIVITIES OF FOREIGN 
FREIGHT FORWARDERS AND BROKERS 


MONDAY, OCTOBER 31, 1955 


House oF REPRESENTATIVES, 
SPECIAL SUBCOMMITTEE ON 
ForreIGN FreiGHT FoRWARDERS AND BROKERS OF THE 
CoMMITTEE ON MERCHANT MARINE AND FISHERIES, 
San Francisco, Calif. 

The subcommittee met at 10 a. m., pursuant to recess in the United 
States Customs Courtroom, United States Appraisers Building, 
San Francisco, Calif., Hon. T. A. Thompson (chairman of the sub- 
committee) presiding. 

Present: Representatives Thompson, Davidson, and Chase. 

Present also: Charles F. Warren, chief counsel to the subcommittee. 

Mr. Tuompson. The subcommittee will come to order. 

The Chair will state that this is the first hearing to be held in San 
Francisco or on the west coast involving the business of this special 
subcommittee of the Committee on Merchant Marine and Fisheries, 
which subcommittee is comprised of, and who are present today, 
Representative Jackson B. Chase, of Nebraska, Representative 
Irwin Davidson, of New York, and myself as chairman. 

This subcommittee has been charged with certain duties involving 
the finding of facts surrounding the operations of three segments of 
the maritime industry having to do with the forwarding of freiglit. 

The subcommittee is a fact-finding committee looking for facts 
that can be developed in the proper light, in order to see whether or 
not remedial legislation is required for “the proper functioning of this 
segment of the maritime industry. 

We hope that the witnesses can have time to give full information 
on any matter within this subject that will be enlightening. We 
want the witnesses to be factual. We want your opinions, of course, 
but more than just your opinions, we want the facts surrounding what- 
ever subject-matter you discuss in order that this subcommittee and 
the full committee may properly evaluate the record of the hearings. 

We are happy to be i in San Francisco and on the west coast. We 
believe that this area is one of the major areas of the maritime industry. 
This area, of course, has developed in recent years, but in its develop- 
ment has also developed problems which are uncommon to the rest 
of the Nation. 

Today, we are to hear four witnesses. I learn from counsel that 
Mr. M. J. McCarthy is present and has a prepared statement that he 
wishes to read. Then, counsel and subcommittee members will 
propound certain questions that we hope can be briefly and fully 
answered. 


143 
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Mr. McCarthy, will you come forward, please, state your name and 
background to the re ny for the record. 
You may be seated, s 


STATEMENT OF M. J. McCARTHY, OF BERRY & McCARTHY, 
FREIGHT FORWARDERS, ACCOMPANIED BY J. RICHARD TOWN- 
SEND FOR PACIFIC COAST CUSTOMS & FREIGHT BROKERS 
ASSOCIATION AND LOS ANGELES CUSTOMS & FREIGHT BROK- 
ERS ASSOCIATION, INC. 


Mr. McCarruy. My name is M. J. McCarthy. I am a partner 
in the firm of Berry & McCarthy, which operate as ocean freight for- 
warders and brokers. The principal office of Berry & McC arthy is 
located in San Francisco, and it has a branch office in Los Angeles. 
Berry & McCarthy is a member of both the Pacific Coast Customs & 
Freight Brokers Association and the Los Angeles Customs «& Freight 
Brokers Association, Inc. 

I have been engaged in business as an ocean freight forwarder and 
broker on the Pacific coast for the last 28 years. 

The subcommittee has indicated certain subjects that it desires to 
have discussed in this investigation. I believe that a proper analysis 
of those subjects requires at least a brief understanding of prior in- 
vestigations of the freight forwarding and brokerage industry. 

With respect to prior investigations of the forwarding and brokerage 
industry, I would like to say that this is by no means the first investi- 
gation of the foreign freight-forwarding and brokerage industry by 
our Government. There have been eight prior formal investigations. 

The first investigation of the foreign freight-forwarding industry 
was by the House Committee on Merchant Marine and Fisheries dur- 
ing the year 1941. This was an investigation in connection with the 
Bland Act. Hearings were held by that committee in Washington, 
D. C., San Francisco, Seattle, the Gulf and Atlantic coast ports. In 
its report after such investigation (House Rept. No. 1682, 77th Cong., 
2d sess.), the committee concluded as follows: 


It was clear to the committee that the work of freight forwarding is essential 


to the movement of goods in foreign commerce under normal conditions (p. 5 
of report). 


The freight forwarders and licensed custom brokers, in the opinion of your 
committee, are necessary and vital agencies in the promotion of an American 
merchant marine * * * (p. 6 of report). 

The next investigation was docket No. 645 before the United 
States Maritime Commission, which was a proceeding entitled Pa- 
cific Westbound Conference Agreement (agreement No. 7790)” re- 
ported in 2 USMC 775. In that decision, which was rendered in the 
vear 1946, the Maritime Commission concluded that it could not 
approve a proposed steamship conference agreement which con- 
tained a provision prohibiting the members of the conference from 
paying brokerage to ocean freight forwarders. 

The next investigation was “docket No. 621 before the Maritime 
‘»mmission, entitled “New York Freight Forwarders Investiga- 

n,”’ 3 USMC 157, which was decided in 1949. That decision 

lated certain billing practices of forwarders and brokers, and as 
sult of it General Order 72 was issued. In its decision in that 
weeding, the Maritime Commission concluded as follows: 
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A forwarder in foreign commerce in many instances furnishes a necessary 
link in preparing shipments for export * * * (p. 159). 

The next investigation was docket No. 657 before the Maritime 
Commission, entitled ‘Agree ments and Practices Pertaining to 
Brokerage, and Related Matters,” 3 USMC 170. After an investi- 
gation comprising approximately 3,000 pages of testimony and over 
100 exhibits, the Maritime Commission held that ste amship conference 
agreements, rules, regulations, and tariffs prohibiting the payment of 
brokerage to ocean freight forwarders and brokers were unlawful. 
The specific conclusion in this respect was as follows: 

We find that concerted prohibition against the payment of brokerage results in 
detriment to the commerce of the United States in that it has had and will have a 
serious effect upon the forwarding industry * * * (83 USMC 177). 

With respect to the position of the forwarding industry, the Maritime 
Commission concluded as follows in its decision in docket No. 657: 

Forwarding activities have developed American commerce * * * (3 USMC 
173). : 

* * * forwarders make a valuable contribution to our foreign trade * * * 
(3 USMC 174). 

The forwarding industry is an integral part of the commerce of the United States, 
and is employed by a great number of export shippers, and is therefore an in- 
dispensable link between those shippers and carriers * * * (8 USMC 174). 

The freight-forwarding industry was subjected to scrutiny in 2 
additional instances when the steamship lines filed 2 separate suits in 
the United States District Court. to set aside the decision and order of 
the Maritime Commission in docket No. 657. One of such suits was 
filed in New York City and the other in San Francisco. The decision 
of the New York court upholding the conclusions of the Maritime 
Commission is reported in Atlantic & Gulf/West Coast of Central 
America and Mexico Conference v. United States (94 Fed. Supp. 138). 
In its opinion in that case the court said: 

It seems clear to us that there is substantial evidence in the record before the 
Commission to sustain its findings that forwarding activities have developed 
American commerce, that the forwarding industry is an integral part of the 
commerce of the United States, that forwarders, when earning and collecting 
brokerage are doing so in return for services to the carrier and that agreements 


not to pay brokerage result in detriment to the commerce of the United States 
* % * Gy, 141). 


The San Francisco court also upheld the order of the Maritime 
Commission. Its opinion is reported in Pacific Westbound Conference 

United States (94 Fed. Supp. 649). In its opinion, the San Fran- 
cisco court said: 

We agree with the New York court that the record sustains the conclusion 
that the activities of the freight forwarders have had a substantial proximate 
bearing upon the development of American maritime commerce and that the 
challenged provision of the conference agreements results in detriment to the 
commerce of the United States (p. 650). 

The next investigation of the freight-forwarding industry occurred 
in docket Nos. 718 and 719 before the Federal Maritime Board, 
entitled ‘Joint Committee of Foreign Freight Forwarders Association 
v. Pacific Westbound Conference” (4 F. M. B. 166). In that decision 
in the year 1953, the Federal Maritime Board reaffirmed the con- 
clusions reached by the Maritime Commission in docket No. 657, 
and based upon the principles announced in docket No. 657, the 
Federal Maritime Board concluded that it was detrimental to the 
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commerce of the United States and hence unlawful for a steamship 
conference to restrict the payment of brokerage by its members to 
an amount of less than 1\% percent of the freight. 

The next investigation was docket No. 767 before the Federal 
Maritime Board, which is an investigation by the Board on its own 
motion with respect to certain rules and regulations of the Pacific 
Coast European Conference pertaining to brokerage. Hearings were 
held in January and February 1955, in that matter and briefs have 
been submitted, but no decision has been rendered. 

It is highly significant that in every one of the seven investigations 
pertaining to freight forwarders which have heretofore been concluded, 
it was found that freight forwarders are essential to the commerce of 
the United States and that anything that is detrimental to the for- 
warding industry is detrimental to the commerce of the United States. 

Mr. THompson. May the Chair interrupt the witness momentarily? 
| want to make it crystal clear that we want to listen to your testi- 
mony. We want to go into every statement that you make thoroughly. 
However, as the Chair stated before, we want to develop facts. 
This subcommittee is aware of previous opinions and studies including 
hearings that have been held on this matter, but when the witness 
says that the forwarding industry was before subjected to scrutiny, 
it would imply to the Chair that the feeling of the witness is that the 
forwarding industry is again being subjected to scrutiny and that 
does not square with the facts. 

What this body is trying to do, I will state again, is to hear every 
segment of the maritime industry that has relation with the movement 
of freight and cargo including its relation to cost to the United States 
Government primarily. 

This group will not be disposed to listen to a rehashing of what 
former bodies have done. We know that. I say in fairness that we 
have come to the west coast not as a matter of scrutinizing your 
activities so much at great expense to the Government; we have come 
to try to give you your day in court and something that we feel is 
important to the Government to have de ‘veloped. 

| think in the interest of time, if the witness would let this be a 
part of the record but proceed to that part of the statement that will 
give your positive convictions in connection with the forwarding 
industry and the subject matter as has been outlined to you by 
counsel, that would be better procedure. 

Would that be possible? 

Mr. Cartuy. Mr. Chairman, perhaps I may be mistaken but I was 
under the impression that vou gentlemen may not bave had the back- 
cround of the previous decisions and the import of those decisions. 

Mr. THompson. I assure you that the subcommittee has gone into 
and counsel has gone into all the background in the forwarding indus- 
try since the days of sailing ships. We have in our record and in our 
files all previous hearings and records of determinations made by the 
Maritime Commission and the Maritime Board. 

| again want to emphasize that these hearings are held at great 
expense to the Government. 

Mr. McCarrny. I see your point, Congressman. You may be 
correct in that. 

1 think I could possibly skip the next page and go on, starting at 
page 5, unless you deem it necessary to eliminate that. At this time 
| am starting off at the functions of a foreign freight forwarder-broker. 
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Mr. THompson. I do not believe it necessary to eliminate any of it, 
sir. It may all be made part of the record. We have come here to 
hear positive statements as to the position of freight forwarders. 
Rather than going into background which we already know, you could 
be giving us more valuable information on other activities. 

Mr. McCarruy. I did not mean eliminate. I meant to avoid read- 
ing it. 

Mr. THompson. It would be all right to give us a résumé unless you 
think it should be read. 

Mr. Townsenp. May I confer with the witness? 

Mr. THompson. Certainly. 

Mr. McCartuy. I would like to start with page 5, under the head- 
ing of “Functions of the Freight Forwarder-Broker’ and read from 
there on. 

Mr. THompson. Proceed, sir. 

Mr. McCarruy. This leads to the question of what are the func- 
tions which are performed by a freight forwarder-broker, and whether 
those functions are of benefit to the shipper, the carrier, or both. 

‘The following is a brief summary of the functions of a foreign freight 
forwarder-broker, some or all of which functions may be performed 
with respect to a parcicular shipment: 

1. Solicitation of cargo: The forwarder-broker solicits cargo for 
shipment. Ordinarily such solicitation is performed generally and 
without reference to any particular vessel. The forwarder-broker is 
constantly in touch with bis clients, and is endeavoring to supply 
them with information which will enable them to make shipments. 
Sometimes the steamship lines request the forwarder-broker to assist 
them in securing cargo for a particular vessel, and then the forwarder- 
broker contacts his client to see if he can secure cargo for the vessel in 
question. The information which the forwarder-broker gives to the 
steamship companies both with respect to cargo generally and with 
respect to cargo desired for a particular vessel is very beneficial to the 
steamship companies. 

2. Booking of cargo: After studying the shipper’s requirements and 
determining the vessel best suited to the shipper’s needs, the for- 
warder-broker frequently books the cargo. In a number of instances 
the shipper books the cargo in the sense that he will telephone the 
steamship line directly or will book the cargo with a steamship 
solicitor who happens to be calling upon him. The shipper may book 
the cargo in instances where the forwarder-broker has previously 
performed a great deal of work which has made it possible for cargo 
to move and thus be booked. The booking of the cargo is, of course, 
of benefit to the steamship company in that it indicates that the cargo 
is intended to move and it determines the vessel on which it will move. 

3. Assisting in movement of cargo to seaboard: The forwarder- 
broker is contantly in touch with the steamship company and with 
the supplier of the cargo from the time when the cargo has been 
booked for a particular vessel. The scheduled arrival time of the 
vessel is frequently changed, and the forwarder-broker keeps the 
supplier advised of such changes. Moreover, the forwarder-broker as- 
certains from the steamship company where the vessel will berth and the 
time when the steamship company desires to have the cargo available 
from the standpoint of order of stowage on board the vessel. The sup- 
plier is kept advised by the forwarder-broker in this connection. When 
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all of these details have been developed and the cargo has left the sup- 
plier’s place of business, the forwarder-broker keeps in constant touch 
with the supplier and the delivering carrier to make certain that the 
cargo arrives on the dock at the desired time. This service of the 
forwarder-broker is of benefit to both the shipper and the carrier. This 
assists the shipper in getting his cargo on board the vessel. It also 
benefits the steamship company in making certain that the cargo ar- 
rives in time for loading without any delay in the departure of the 
vessel. Moreover, the contacts that the forwarder-broker makes with 
the supplier or shipper save the steamship company considerable time 
and expense which would be involved on its part if this work were not 
performed by the forwarder-broker. 

4. Preparation of shipping documents: The forwarder-broker or- 
dinarily prepares the various shipping documents which are required, 
such as the ocean bill of lading, the export declaration, the consular 
invoice when required, and other documents that may be required. 
This is not as simple a task as it may seem. For example, the for- 
warder-broker shows all of the information required on the ocean 
bill of lading, including in many instances the various freight charges, 
the handling charges, wharfage charges, and other charges. The bill 
of lading may be required to “be prepared with some 15 to 35 copies, 
and it may take hours to prepare a single bill of lading. The prepara- 
tion of the export declaration in proper form is also uniformly im- 
portant in order that the loading of the cargo will not be delayed. 
The preparation of all of these documents in proper form saves the 
steamship company not only a great deal of time and work, but. it 
also avoids possible delays to the vessel which would result from having 
documents improperly prepared. 

5. Clearance of shipments through the customs: Unless the export 
declaration is properly cleared through the customs, the vessel is pro- 
hibited from loading the cargo and if it does load the cargo and sails 
without having the cargo properly cleared, the vessel is subject to 
severe penalties. The correct and prompt handling of the export 
declarations, therefore, is very important to the stes imship company 
as well as to the shipper. In order to assist the steamship company 
in avoiding a delay in the sailing of the vessel, the forwarder-broker at 
times makes arrangements with the customhouse to stay open late or 
to be open on weekends so that export declarations may be cleared and 
the vessel may sail without being delaved an additional day or two. 
The customhouse is very particular in seeing that the export declara- 
tion is properly prepared and consequently the service of an expert 
forwarder-broker in this connection is particularly helpful. 

6. Payment of freight charges: The forwarder-broker pays the 
freight charges directly to the steamship company and is reimbursed 
by the exporter. This means that the steamship company receives 
prompt payment of the freight charges covering the shipments 
involved. This is of benefit to the steamship company since it avoids 
delay in collecting freight charges and it is particularly important 
in the case of shippers who are located out of town and whose pay- 
ments would consequently be delayed. This also saves the steamship 
company the necessity of preparing and transmitting freight bills to 
the shippers, which is a saving of considerable time and e xpense. 

7. Confirmation of space options: In the export trade it is fre- 
quently the practice to secure options for an exporter on space-on-a 
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certain quantity of cargo in order that the exporter may offer such 
cargo to a foreign buyer. Such options are frequently secured by the 
forwarder-broker on behalf of the exporter. Thereafter the forwarder- 
broker keeps in daily contact with the exporter in order to learn of 
developments in the transaction, and the forwarder-broker also keeps 
the steamship company advised with respect to whether the exporter 
will take up the option. This is of benefit to the steamship company 
because it relieves the steamship company of the time and effort 
required to keep in touch with the exporter about such options. 

Development of commerce: The forwarder-broker is frequently 
able to develop commerce which, without his assistance, would not 
have moved. This sometimes takes the form of working with shippers 
who have previously not been in the export field and giving them 
suggestions which enable them to enter the export field. It also 
takes the form of giving existing exporters the additional information 
which enables them to engage in foreign trade to other areas than 
those to which they have previously shipped. Moreover, in the case 
of existing exporters, the forwarder-broker frequently supplies the 
exporter with information which enables him to make particular 
shipments which would otherwise not have moved. Also, frequently 
inquiries from foreign buyers are referred to a forwarder-broker who 
is requested to put the foreign buyer in touch with an American 
exporter with whom the buyer can do business, and the forwarder- 
broker is frequently able to do this in a way which results in ship- 
ments that would otherwise not have occurred. 

This summarizes some of the more important services that are per- 
formed by an ocean freight forwarder-broker. Many other services 
might be mentioned, such as assisting in the proper packaging of cargo 
for. export shipments, arranging for recoopering of broken packages on 
the dock and thus enabling | the cargo to move on the vessel for which 
it was intended, assisting in the arranging and handling of letters of 
credit and other financial matters, seeing that the cargo is adequately 
covered with insurance, and giving the steamship companies infor- 
mation obtained by the forwarder-broker from his contacts with his 
clients, which is helpful to the steamship companies in planning their 
operations. 

This brief summary of the services performed by ocean-freight for- 
warders and brokers should suffice to show that the forwarder-brokers 
are important intermediaries between the shipper and the carrier and 
that they are a vital link in the foreign commerce of the United States. 

The subcommittee has issued a statement indicating the subjects 
that it would like to have discussed. Before commenting on these 
subjects, I would like to direct attention briefly to one other way in 
which the forwarder-brokers have played a very important part in the 
welfare of this country. 

The foreign freight forwarder-broker played a very important part 
in the movement of war materials through Pacific-coast ports during 
World War II. In examining the overall importance and benefit of 
the forwarding industry, it is easy to overlook this important aspect. 

Shortly after the Bland Act was passed by Congress in March 
1942—and incidentally by a unanimous vote—organizations of freight 
forwarders and brokers were set up throughout the country to assist 
in the handling of the wartime cargo. Such organizations handled a 
voluminous tonnage during the war. 
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At about the time when the organization of freight forwarders and 
brokers was set up in San Francisco, there was a very heavy movement 
of lend-lease cargo through the San Francisco Bay ports. At times 
the port area had been so congested that additional cargo could not 
be handled and it had been necessary to place embargoes on the 
movement of additional cargo to the port. The San Francisco for- 
warder-broker organization, with its experienced personnel, assisted 
materially in re liev ing this congestion and in reducing car demurrage 
charges during the war from many thousands of dollars down to 
practically zero. The San Francisco group received letters from the 
War Shipping Administration, the Army, and others complimenting 
them on the splendid work that they had done. For exemple, the 
district transportation. officer of the Army wrote that their work of 
helping to forward war materials to the war zones was vital and a 
contribution to the successful operation of the war. The Assistant 
Deputy Administrator of the War Shipping Administration wrote in 
part as follows: 

This is an excellent record and you and your associates are to be complimented 
on the splendid showing. 

When Congress last investigated the forwarding industry—in con- 
nection with the Bland Act—Congress realized the vital importance 
of preserving the freight forwarding and brokerage industry. In 
vour investigation of the forwarding industry, we hope that you will 
not overlook the important part that the forw arding industry played 
in the last war and that it would be prepared to play again in the 
event of another war, as well as the importance of that industry in 
the everyday peacetime foreign commerce of this country. 

Comments on subjects specified by the subcommittee: 

1. Conference or association background: I desire now to comment 
briefly on the subjects that this subcommittee has indicated that it 
desires to have discussed. The first subject is “Conference or Associa- 
tion Background.”’ J assume that this refers to the background of the 
associations of independent forwarders and brokers on the Pacific 
coast. 

The Pacifie Coast Customs and Freight Brokers Association is a 
voluntary, unincoprorated association which, together with its 
affiliate Los Angeles Customs and Freight Brokers Association, Inc., 
consists of 66 members located throughout the Pacific coast who are 
engaged in the ocean-freight forwarding and brokerage business or who 
act as customhouse brokers. 

The Pacific Coast Customs and Freight Brokers Association was 
formed in the year 1920. It is a loosely knit organization which 
serves as a means of mutual discussion of problems affec ting the freight 
forwarding and brokerage industry or the customhouse broker in- 
dustry. Perhaps the most important function that it has played 
during the last 9 or 10 vears is to afford a means of united representa- 
tion in the various brokerage controversies that have occurred during 
that period. The association cannot compel any member to do any- 
thing and neither does the association afford a means whereby any 
group of members can force any member to do anything. The 
association is composed of three divisions: the Puget Sound division, 
the Columbia River division and the Northern California division. 
These divisions were established merely for the purpose of convenience 
in enabling the members in the respective ports areas to meet. 
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The Los Angeles Customs and Freight Brokers Association, Inc., 
was formed in the vear 1949. It is an organization similar to the 
one that I have just described except that it is incorporated. Gen- 
erally speaking, the members of that association were formerly 
members of the Pacific Coast association, as part of the southern 
California division thereof. In the year 1949, however, a separate 
organization was formed in Los Angeles and it is affiliated with the 
Pacific Coast association in the sense that matters of coastwide 
interest. are discussed between the 2 associations and the 2 associa- 
tions join in having united representation in various matters and 
proceedings involving the entire Pacific coast. 

2. Use and compensation of forwarders and brokers on Govern- 
ment shipments: The next subject which the subcommittee has 
specified for discussion is matters concerning the use of, and the 
compensation received by, forwarders and brokers on Government 
export shipments. The subcommittee has specified certain aspects 
of this matter that it particularly desires to have discussed. I would 
like to discuss the aspects specified by the subcommittee in a little 
different order from that specified. 

(a) Type of services rendered: I have already summarized the 
types of services that forwarders and brokers render in connection 
with shipments in general. Generally speaking, on the Pacific coast 
similar services are performed by the freight forwarder and broker 
on Government export shipments. 

As a matter of fact, we find that the procedure involved on Govern- 
ment shipments entails additional services. In particular, it is 
necessary to make distribution of documents in a more detailed 
manner than on ordinary commercial shipments. For example, on 
shipments for the account of General Services Administration it is 
extremely important to see that certain documents are forwarded 
aboard the carrying vessel and that distribution is made to various 
other parties. 

(6) The propriety of paying brokerage: The services that are per- 
formed by the forwarders and brokers in connection with Government 
export shipments are of benefit to the carrier, just as the performance 
of such services is of benefit to the carrier in connection with 
commercial cargo. 

It is my opinion that there is no ground for distinguishing between 
the payment of brokerage on regular commercial cargo and the 
payment of brokerage on Government cargo. 

(c) The reasonableness of compensation: There are two aspects in 
connection with the question of the reasonableness of compensation 
on Government shipments. The first aspect is the matter of brokerage 
and the second aspect is the service fee or forwarding fee paid by the 
Government. 

With respect to the matter of brokerage, the amount of brokerage 
paid by the steamship company in connection with Government cargo 
should be no different from that which is paid in connection with 
commercial cargo. I have already explained that the services that 
are performed by the forwarder and broker in connection with Gov- 
ernment cargo are of substantially the same benefit to the carrier as 
are the services that are performed in connection with commercial 
cargo. 
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The fact that some of the Government shipments consist of fairly 
substantial blocks of tonnage is no reason for reducing the amount of 
brokerage. Many of the Government shipments consist of a very 
small amount of cargo and in many instances the compensation that 
is received by the forwarder and broker on Government shipments is 
substantially less than the expense incurred by the forwarder and 
broker in handling such shipments. In fact, in some instances the 
Government shipments are so small that we do not even bill for 
brokerage. 1 have in mind Government shipments where the total 
freight charges were only $22.11, $18.08, $27.40, and $49.95, respec- 
tively. On these and similar shipments we do not submit a bill for 
brokerage because the amount of brokerage would not justify the 
expense of billing for it. 

Brokerage is a matter of taking the bitter with the sweet. There 
are so many instances where, because of the small size of the shipment, 
the forwarder and broker handles the shipment at a loss that unless 
he occasionally handles a large shipment to offset the smaller ones, he 
could not continue in business. In connection with shipments of 
large blocks of Government cargo, it should be borne in mind that 
because the Government shipments are divided among various fore- 
warders and brokers, no one forwarder or broker receives many of such 
large shipments. 

With respect to the matter of service fees or forwarding fees on 
Government cargo, | might state that the attitude of the Government 
toward service fees or forwarding fees is something that 1 am unable 
to understand. One branch of the Government, the Federal Mari- 
time Board, tells us that it is improper—and they even intimate un- 
lawful—for us not to collect a service fee or a forwarding fee from the 
shipper. Other branches of the Government, such as the Depart- 
ment of Agriculture and the General Services Administration tell us 
that they expect us to handle their shipments without charging them 
any service fee or forwarding fee. 

| believe that when a forwarder and broker handles a shipment of 
Government cargo, he is just as much entitled to receive a service fee 
vv a forwarding fee from the Government for handling that shipment 
as he is entitled to receive a service fee or a forwarding fee from the 
shipper of commercial cargo. 

(d) The right to participate m commercial type military ship- 
ments: Before discussing the right of forwarders and brokers to par- 
ticipate in commercial type military shipments, I would like to discuss 
briefly the broader question of whether freight forwarders and brokers 
should be permitted to handle any Government export shipments of a 
commercial type. The alternative to having regular freight forward- 
ers and brokers handle the details in connection with any Government 
shipments is to have Government employees perform the same func- 
tions. Those functions must be performed by someone, and if they 
are not performed by a regular freight forwarder and broker, the Gov- 
ernment’s staff must be increased to provide someone to do this work. 

Since the Government shipments move via a number of different 
ports in the United States, if the Government were to perform its own 
forwarding services, this would mean that the Government would be 
required to have employees at every port to handle such shipments. 
Moreover, since there are various governmental agencies making 
shipments, and since each agency appears to desire to run its own 
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affairs, this would mean that a number of different Government 
agencies would be required to have forwarding employees on their 
staff at each port, such as the Department of Agriculture, the Bureau 
of Public Roads, the General Services Administration, and others. 

The building up of the Government payroll to this extent is entirely 
unnegessary when qualified forwarders and brokers are readily avail- 
able at all ports to perform this service for the Government at an 
insignificant cost to the Government. Moreover, I am satisfied 
that if the freight forwarders and brokers were given a fair opportunity 
to handle this traffic on a sound basis, they could do the work much 
more efficiently than any governmental staff could ever do. 

Under the present procedure anyone can obtain an FMB registra- 
tion number as a freight forwarder regardless of whether he has ever 
seep a bill of lading, an export declaration, or even a steamship. 
The mere fact that a person has an FMB registration number as a 
freight forwarder does not show that he is competent to handle any 
cargo. If the Government would confine the handling of its cargo to 
freight forwarders and brokers who are competent to do the work 
involved, the work could be done much better and much more eco- 
nomically than by having the Government increase its staff to provide 
employees to do this work. 

With respect to the right of forwarders and brokers to participate 
in commercial type military shipments, the statements that I have 
just made apply to any commercial type of Government shipments, 
whether they happen to be made by the Department of Agriculture, 
the Bureau of Public Roads, the General Services Administration, or 
the Department of Defense. ‘The mere fact that they may be destined 
to a branch of the armed services does not affect the situation. With 
respect to strictly military shipments of war materials, there may be 
some security reasons for not allowing such shipments to be handled 
by regular freight forwarders and brokers. In my opinion, however, 
all commercial type shipments of Government cargo should be handled 
by regular freight forwarders and brokers, regardless of what branch 
of the Government is making such shipments or who is receiving them. 

3. Services performed by forwarders and brokers on commercial 
export shipments: In an earlier portion of my statement I analyzed 
in some detail the services that forwarders and brokers render to 
carrier and to shippers on commercial export shipments. The state- 
ments which I made in that connection are applicable to the third 
heading of material desired by the subcommittee. 1 merely desire to 
make it clear at this point that substantially all of the services that 
are performed by forwarders and brokers are of benefit to both the 
carrier and the shipper, for reasons which I have previously stated. 

4. Position regarding certain matters: (a) Legal status of forwarder 
and broker: The subcommittee has requested the views of the witness 
regarding certain matters, the first of which is the legal status of 
forwarder and broker. 

I am not entirely certain of exactly what the subcommittee has in 
mind in this connection, and I am not an attorney. I will endeavor, 
however, to give my understanding of the situation. 

A forwarder and broker, or a forwarder-broker as he is sometimes 
called, occupies, as the name implies, a dual status. He is at one and 
the same time both a forwarder and a broker. With respeet to the 
shipper, he occupies the position of a forwarding agent, using the term 
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“agent”? in a broad sense. With respect to the carrier, the term 
“broker” is used to describe his position, although the forwarder- 
broker does many more things for the benefit of the carrier than merely 
secure business in the broker sense. 

The forwarder and broker is selected by the shipper, and although 
with respect to the shipper he is referred to as a forwarding agent, 
our attorney tells us that he is not an agent in the technical sense, but 
occupies the legal category of an independent contractor because the 
shipper does not give the forwarder and broker directions concerning 
all of the details, but instructs him with respect to the results desired 
and leaves the details of the means of accomplishing such results up 
to the forwarder and broker. 

Since the same service which is performed by the forwarder-broker 
is of benefit to both the carrier and the shipper, it is impossible to 
separate the actions of a forwarder-broker into forwarding functions 
and brokerage functions. The dual capacity is so complete that the 
personalities of the forwarder-broker cannot be separated. 

(b) Importance of forwarders to shippers, carriers, and foreign 
commerce: The subcommittee has requested my view concerning the 
importance of forwarders to large and small shippers, carriers, and 
developing the foreign commerce of the United States. 

At the outset of my statement | referred to the various formal 
investigations of the forwarding industry that have been held here- 
tofore. I quoted various conclusions that were reached as a result 
of those investigations by the Maritime Commission, the Federal 
Maritime Board, the courts and the House Committee on Merchant 
Marine and Fisheries. It was the unanimous conclusion of all of those 
investigations that the forwarding industry is an integral part of the 
commerce of the United States and is an indispensable link between 
shippers and carriers, and that forwarding activities have developed 
American commerce. Those conclusions were reached after exhaustive 
investigations, and I believe afford a clear answer to the question 
which the subcommittee has raised in this connection. 

I desire to add only a few brief remarks in elaboration of these 
conclusions. An attempt has been made by certain sources to create 
the impression that the forwarders and brokers are important only to 
small shippers. This is entirely erroneous. It is true that the for- 
warders and brokers are very important to very many small shippers, 
many of whom could not engage in the export field in the absence of 
the freight forwarder and broker. But it is also true that many of 
the largest shippers in the country rely very heavily on freight for- 
warders and brokers in connection with their shipments in foreign 
commerce. The size of the shipper does not determine the necessity 
of having someone at the port to perform the forwarding services. 
A point in connection with large shippers which is frequently over- 
looked is that large shippers whose offices may be located at a port 
and who may not use a forwarder and broker at that port because the 
forwarding work is performed by their own employees require the 
services of a forwarder and broker at other ports through which they 
make shipments. 

In various proceedings involving brokerage we have had testimony 
presented by certain large shippers in opposition to brokerage on the 
ground that they perform their own forwarding and have no need for 
a freight forwarder and broker, only to find on cross-examination of 
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the witness that the same shipper relies very heavily on freight for- 
warders and brokers in other ports through which their shipments 
move and where they cannot possibly perform their own forwarding 
services. Because of the number of different ports through which the 
exports of most shippers move, it is entirely impossible for the foreign 
commerce of the country to be conducted on the basis of having the 
forwarding services performed by the shippers at every port, since 
the shipper cannot possibly have an employee of his own in every 
port through which his exports move. There are only two other 
alternatives. Either the forwarding services must be performed by 
independent freight forwarders and brokers, or they must be per- 
formed by the steamship company. My views with respect to the 
performance of forwarding functions by carriers will be expressed 
later. 

With respect to the importance of forwarders and brokers in develop- 
ing the foreign commerce of the United States, time will not permit us 
in this investigation to present many detailed illustrations of the 
development of foreign commerce by freight forwarders and brokers. 
I have already commented briefly on this subject, and several addi- 
tional witnesses who will follow me will comment on it further. Per- 
haps I can briefly summarize the situation by stating that at the hear- 
ing in Docket No. 657 before the Maritime Commission voluminous 
evidence was presented with respect to the development of foreign 
commerce by the foreign freight forwarders and brokers; in fact, so 
much evidence that the presiding examiner cut off further evidence 
of this type with these voluntary remarks at page 1468 of the record 
in that proceeding: 

* * * Tt is the view of the examiner that the evidence on record up to date is 
convineing that foreign freight forwarders contribute a very great deal to the 
development of foreign trade and commerce and that goes as a general proposition. 

* * * asa general proposition I say we need no more evidence at all to convince 
the examiner that these forwarders are a verv vital force to foreign trade and do 
contribute to the development of foreign trade in general. 

(c) Sources of forwarder income and significance of each source: 
The sources of income of a freight forwarder and broker are, first, 
brokerage from the carriers and, second, service fees or forwarding 
fees from the shippers. Both of these sources are important to freight 
forwarders and brokers generally. In the case of my company, 
Berry & McCarthy, brokerage represents 45 percent of our total 
revenue and forwarding or service fees represent the remaining 55 
percent. 

It is apparent, therefore, that brokerage is essential to the con- 
tinuance of my business. If the payment of brokerage were discon- 
tinued, I would be compelled to close both of my offices immediately. 

(d) Definition of brokerage: Several years ago certain steamship 
conferences on the Pacific coast filed a petition with the Federal 
Maritime Board proposing a rule which contained a definition of 
brokerage. By an order dated May 14, 1953, in Docket No. 727, 
Capea Freight Conference et al., petition for brokerage rule, the Board 
denied such petition and rejected such proposed definition, stating: 

And the Board, being of the opinion * * * that the proposed definitions and 


rule are unnecessary and would create uncertainty with respect to the decision and 
order in said Docket No. 657. * * * 


70668—56——_11 
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The term “brokerage” is applied to any compensation that is paid 
by a steamship company to a forwarder-broker. As the Maritime 
Commission said in its decision in Docket No. 657, referring to 
brokerage, “It is compensation paid by common carriers by water to 
brokers, including forwarders” (3 U. S. M. C. 172). The Maritime 
Commission also said in the decision in Docket No. 657: 

A carrier should be free within limits to pay brokerage or not as its managerial 
discretion dictates (3 U. S. M. C. 177). 

The Federal Maritime Board was correct in concluding in Docket 
No. 727 that an attempted definition of brokerage would be unneces- 
sary and create uncertainty. It is unwise to attempt to conceive of 
every possible circumstance in which a carrier might properly pay 
compensation to a forwarder-broker, and to attempt to devise a 
definition which would prohibit such payment in all other instances. 
As the Board has indicated, such a definition is unnecessary—because 
the existing provisions of the Shipping Act, 1916, prohibit such 
payment in instances where the payment would be unlawful. 

Certainly it would be unwise to attempt to create a definition of 
brokerage in something as ironclad as a statute. 

In connection with any attempted definition of brokerage, it should 
be borne in mind that any definition of brokerage will be a prohibition 
against the payment of brokerage in circumstances that are not 
included in the definition. Consequently, any definition of brokerage, 
in order to be proper, must include all instances in which it would not 
be unlawful for a steamship company to pay compensation to a 
forwarder-broker in connection with a shipment handled by such 
forwarder-broker. 

If there must be a definition of brokerage, it is our position that 
brokerage should be defined as compensation paid by a carrier to a 
freight broker or to a freight forwarder-broker for performing any 
service in connection with a shipment which is of benefit to the 
carrier. 

Why do I suggest this definition? As I have previously stated, 
the only purpose for the definition of brokerage would be to prevent 
the payment of brokerage in instances where such payment would be 
unlawful. Surely there is nothing unlawful in a carrier paying a 
forwarder-broker for performing services in connection with a par- 

ticular shipment which are of benefit to the carrier—regardless of 
whether those services are securing the cargo or something else. 

The contention has been made that brokerage should be defined as 
compensation for securing cargo for the vessel. It has been argued 
that the Federal Maritime Board and its predecessor have determined 
that this is the correct definition of brokerage. 

It has never been finally determined that brokerage is limited to 
compensation for securing cargo for the vessel. In ‘the first of the 
brokerage proceedings, docket No. 645, the statement is made that 

“brokerage is compensation for securing cargo for the ship.” But 
the discussions concerning brokerage in the decision in docket No. 
657, which is a much more extensive and a later proceeding, must be 
taken as superseding the statement in docket No. 645. 

In the decision in docket No. 657 the Maritime Commission points 
out (3 U.S. M. C. 172) that in its decision in docket No. 645 it had 
said that ‘ ‘brokerage i is compensation for securing cargo for the ship.”’ 
But in the very next sentence in the decision in docket No. 657 and 
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much responsibility on the carrier to see that the law is not violated as 
there is on the forwarder-broker. 

My firm certainly does not expect or desire to receive brokerage 
from any carrier urless it has performed a service which is of benefit 
to the carrier in connection with the shipment in question. I do not 
know any other legitimate and responsible forwarder-broker who 
expects to receive brokerage in instances where he does not perform a 
service for the carrier. If brokerage is being paid to anyone holding 
himself out to be a forwarder-broker who has not performed any 
service for the carrier with respect to the shipment in question, then 
the carrier must assume just as much responsibility for the improper 
payment as the freight forwarder-broker. It is my belief that there 
are very few instances in which brokerage is being paid or receiv >d 
improperly. I would like to add in that connection that I am speaking 
now of the Pacific coast. 

(f) Performance of forwarding functions by carriers: I know for a 
fact many instances in which the carriers have cleared export declara- 
tions for the shipper without assessing any charge against the shipper 
for this service. That is a competitive feature with which the freight 
forwarders and brokers are confronted in determining the amount of 
forwarding or service fees that they can charge their shippers. In 
many instances the performance by the steamship companies of for- 
warding services free of charge makes it impossible for the freight 
forwarders and brokers to collect any forwarding or service fee from 
their shippers. 

This is a very serious problem, and it is my opinion that freight 
forwarders and brokers cannot be expected to collect forwarding or 
service fees from their shippers in every instance so long as the shipper 
can have the carriers perform the same forwarding services free 
of charge. 

I believe that this situation should be corrected by eliminating the 
performance of forwarding functions by carriers, and leaving this to 
the independent freight forwarders and brokers. In instances where 
this is not feasible, the carriers should be regulated in the performance 
of forwarding services to the same extent as independent forwarders 
and brokers, and the carriers should be required to assess a proper 
charge against the shippers whenever they perform any forwarding 
functions. 

I would like to add, if you please, that it has been my experience, 
gentlemen, and I confirmed recently, that at gulf ports the carriers 
do not handle or clear any export declarations. They keep themselves 
free from that particular service and suggest to shippers that they 
engage the services of a freight forwarding agent. Such is not the 
vase on the Pacific coast. I thought I would like to mention that 
to you. 

Basis for paying brokerage: The next subject mentioned by 
the subcommittee is the basis for paying brokerage. The comments 
that I have made in connection with the definition of brokerage are 
pertinent in connection with this point. 

The basis for paying brokerage, in my opinion, is the services that 
are performed by the freight forwarder and broker in connection with 
a particular shipment which are of benefit to the carrier. By the 
very nature of the situation, the amount of service performed by 
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the freight forwarder and broker in connection with a particular 
shipment will vary from shipment to shipment. 

Moreover, even though the rate of brokerage is the same on each 
shipment, the amount ‘of brokerage received by the forwarder and 
broker will vary depending upon the size of the shipment and the 
freight rate. As I have previously stated, brokerage contemplates 
the bitter with the sweet. Over the period of years, however, it has 
been determined from actual practice that the payment of brokerage 
of 1% percent of the freight in all instances where a freight forwarder 
and broker is involved results in fair compensation. 

It is sometimes argued that on shipments of large lots or certain 
commodities which frequently move in large lots, the rate of brokerage 
paid should be less than 1% percent. This question was specifically 
presented to the Federal Maritime Board in docket Nos. 718 and 719. 
The Board decided that it was detrimental to the commerce of the 
United States and hence unlawful for a steamship conference to limit 
the payment of brokerage by any member of the conference to an 
amount less than 1% percent of the freight. 

Perhaps I should mention briefly another suggestion concerning 
brokerage that has been advanced. In an effort to eliminate broker- 
age entirely, the Pacific Coast European Conference has advocated 
that brokerage, when paid, should be paid by the shipper by being 
added to the “freight rate. Obviously, if this were done, there w ould 
no longer be any brokerage, since broke rage is the payment that is 
made by the steamship companies 

Brokerage has never been adde d to the freight charges and paid by 
the shipper. If that were done, the situation would be exactly the 
same as though the carrier did not enter into the transaction, but the 
freight forwarder and broker billed the shipper directly for the amount 
of the brokerage. It would really be an increase in the forwarding 
or service fee. 

Not only would it be unfair to attempt to require the shipper to 
pay for the services of the forwarder and broker to the extent that 
they are of benefit to the steamship company, but the shippers could 
not afford to pay such additional compensation and maintain their 
competitive position in world trade. The margin on which many of 
the shippers are presently doing business is very narrow and they are 
simply not in a position to absorb this additional expense if they were 
to continue their present volume of foreign commerce. This proposal 
is Just another way of attempting to accomplish a complete conference 
prohibition against the payment of brokerage, a practice which has 
already been ‘held unlawful by the Federal Maritime Board and its 
predecessor on numerous occasions and by the courts. 

(h) Extent of solicitation activities between forwarders, carriers 
and shippers: In my discussion of the functions of freight pale arders 
and brokers, I touched briefly upon the solicitation activities of for- 
warders and brokers. The “y are constantly in touch with their clients 
in an effort to promote the movement of cargo. They frequently 
advise their clients of space which is available on a certain vessel, 
with the result that shipments are made which would not otherwise 
have moved. Frequently information that is supplied to their clients 
by forwarders and brokers enables the clients to make inquiries 
abroad for business which results in the movement of cargo which 
would not otherwise have moved. The forwarders and brokers also 
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sometimes solicit their clients for cargo for specific vessels when the 
eae company is short of cargo and thus are able to help the 
arrier fill out vessels which would otherwise sail light. 

The carriers, of course, also solicit shippers for cargo. Some car- 
riers engage in solicitation by their own employees more than others. 
Various carriers rely to a large extent on freight forwarders and brok- 
ers for their cargo, and are thus able to maintain their own solicitation 
staff at a minimum. 

I believe that a fair summary of the solicitation activities is that 
the cargo that moves on any vessel is the result of the combined so- 
licitation efforts of the forwarder-brokers and the solicitors of the 
steamship line working in cooperation with each other. 

(i) Factors affecting forwarder’s selection of particular carrier: 
The factors which affect the forwarder’s selection of a particular 
carrier to handle a particular shipment are primarily the determina- 
tion of the needs of the shipper. Stated in another way, the vessel 
which is ordinarily selected by the forwarder and broker is the vessel 
which is best suited to protect the shipper’s interest. The for- 
warder and broker analyzes the situation and determines what 
vessels are available for handling the shipment at the time when it 
is desired to have it move, and based upon a consideration of all the 
pertinent factors the forwarder and broker normally selects the vessel 
which is best suited for the shipper’s requirements. 

5. Alleged questionable practices pertaining to forwarders and 
brokers: The next subject which the subcommittee has suggested 
for discussion is existence of abuses and questionable practices in- 
volving the use of forwarders and brokers. 

I believe that the term “abuses” is an unfortunate choice of words. 
This term has been used by certain steamship conferences in an effort 
to place a sort of stigma on the freight-forwarding industry by the 
mere use of the term. 

The subcommittee refers to certain alleged practices which it 
calls questionable and which it desires to have discussed. I will 
discuss these in the order mentioned by the subcommittee. 

(a) “Rebating’’ brokerage by splitting brokerage with shipper or 
reducing or waiving forwarding fees: Although the subcommittee 
uses the term “rebating’’ in connection with the alleged practice of 
splitting brokerage with a shipper and reducing or waiving forwarding 
fees, I assume that it will be unnecessary for me to present a legal 
argument with respect to whether the practices in question technically 
constitute ‘“rebating.”’ 

With respect to splitting brokerage with the shipper, I can truth- 
fully say that I do not know of any instances where this is being done 
by any responsible freight forwarder and broker. 

Incidentally, I still want to qualify my remarks to the Pacific 
coast in regard to this statement. 

If it is being done, I agree that it should be stopped. One way in 
which to stop any such practice, in my opinion, would be to have 
freight forwarders licensed in a way which would make it possible to 
screen the qualifications of applicants for license and to withhold a 
license or to withdraw a license from a forwarder engaging in such 
activities or from a person who is affiliated with any shipper in any 
way which would be objectionable. At the conclusion of my state- 
ment, I will make another recommendation which I believe would be 
a very effective solution of this matter. 
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The next practice which the subcommittee suggests for discussion 
is reducing or waiving the forwarding fee. Our associations on the 
Pacific coast have been urging their members to eliminate all instances, 
if any, in which they fail to assess a forwarding fee against the shipper. 
It has been difficult to convince some of the freight forwarders and 
brokers that they should charge a forwarding fee in every instance, 
when they see the steamship companies performing forwarding services 
without charge. 

The determination of a proper forwarding fee is a very difficult 
matter. The requirements of various shippers vary, and the amount 
of work performed by the forwarder and broker on different shipments 
varies. Really, there are no two shipments that are exactly alike. 
I certainly do not think that a solution should be attempted by 
giving any governmental agency jurisdiction to establish specific 
forwarding fees. We have discussed among ourselves the advisability 
of giving the Federal Maritime Board authority to prescribe minimum 
forwarding fees. We on the Pacific coast, however, believe that we are 
in the process of setting up a method which will solve, at least in port 
areas, the problem of forwarding fees and all of the other alleged 
questionable practices which I am discussing. I will explain this 
method shortly, so that I can cover all practices at one time. 

(b) Payment of brokerage to dummy forwarders: To the extent 
that brokerage is being paid to dummy forwarders, I believe that the 
fault lies with General Order 72 of the Federal Maritime Board and 
the failure of the Board to have licensing power over forwarders. 
I also believe, however, that if any payments of brokerage are being 
made to forwarders who are known to be dummy forwarders, the 
steamship companies cannot escape the blame in those instances. 
The granting to the Board of proper licensing authority over freight 
forwarders, if properly administered, should put an end to the existence 
of dummy forwarders and thus eliminate the payment of brokerage 
to dummy forwarders. 

(c) Payment of brokerage when not properly earned: The next 
practice which the subcommittee suggests for discussion is the pay- 
ment of brokerage when not properly earned. To me this means the 
payment of brokerage when the freight forwarder and broker has not 
performed any service in connection with a particular shipment which 
is of benefit to the carrier. In my opinion the control of such practice 
lies directly in the hands of the individual steamship companies. 
But here, again, I believe that the program that we are pursuing on 
the Pacific coast, which I will explain in a moment, is the best solution 
to this problem. 

6. Suggestions concerning legislation or other measures for more 
proper regulation of forwarding industry: The final subject which the 
subcommittee has suggested is the sufficiency of existing laws and 
regulations and possible additional legislation or other measures 
which would more properly regulate the freight-forwarding and 
brokerage industry. 

I am very glad to have an opportunity to offer some suggestions in 
this connection, because we forwarders and brokers on the Pacific 
coast have been considering this subject for a period of more than 7 
years and we have finally arrived at what we believe would be the best 
solution to any brokerage and forwarding problems in our area that 
may exist or that may arise in the future. 
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Before explaining this program, however, I desire to make two pre- 
liminary observations. In the first place, we have been engaged in a 
controversy with the various steamship lines concerning brokerage 
for a period of nearly the last 10 years. All steamship conferences 
operating from the Pacific coast have removed the prohibition against 
the payment of brokerage at the rate of 1% percent of the freight 
charges on all shipments handled by freight forwarders and brokers, 
with only 1 exception. That exception is the Pacific Coast European 
Conference, which limits the payment of brokerage by its members to 
less than 1% percent of the freight on certain commodities and which 
prohibits its members from paying any brokerage on certain commodi- 
ties, that are referred to as net rate commodities. The propriety of 
these exceptions in the case of the Pacific Coast European Conference 
is now pending before the Federal Maritime Board in a formal pro- 
ceeding known as docket No. 767. The issues which are involved in 
that proceeding are the same issues which have been determined ad- 
versely to the steamship companies in other conferences in other pro- 
ceedings before the Federal Maritime Board. 

The proceedings which have already been held before the Federal 
Maritime Board and its predecessor have really determined all of the 
principles applicable to brokerage. There was no need to have these 
exceptions litigated further in docket No. 767 with respect to the 
Pacific Coast Europe an Conference. All other conferences from the 
Pacific coast are now complying with the principles that have been 
announced by the Board and its predecessor in the other proceedings. 
The freight forwarder-brokers and all other conferences are proceed- 
ing about their business in a friendly and cooperative way and, so far 
as | am aware, have no further controversies with each other. It is 
only the Pacific Coast European Conference that has seen fit to at- 
tempt to prolong this controversy by taking the position that it stands 
above the Shipping Act and the principles of law that have been deter- 
mined by the Board and its predecessor and it is entitled to relitigate 
the same principles that have long since been determined. 

Bear in mind that the Pacifie Coast European Conference is com- 
posed of 22 member steamship lines, 21 of which are foreign lines and 
only 1 of which, States Marine Lines, is an American line. The only 
American line in that Conference has testified time and again that it 
desires to pay brokerage of 1% percent on all commodities, that it 
believes that it is good business for it to do so, that it believes that 
the forwarders and brokers earn such brokerage, ‘and that it would pay 
brokerage of 1% percent on all commodities in the Pacific coast 
European trade, just as it does in all other trades in which it operates, 
if it were not prohibited from doing so by the Pacific Coast European 
Conference. 

I come now to our suggestions concerning the regulation of the 
freight forwarding and brokerage industry. 

I stated that we forwarders and brokers on the Pacific coast have 
been giving serious consideration to this matter for more than 7 years 
last past. We have concluded that the most effective way to regu- 
late the activities of foreign freight forwarders and brokers on the 
Pacific coast is by the formation of a conference of such forwarders 
and brokers pursuant to section 15 of the Shipping Act, 1916. As 
early as August 1948, our association held a special meeting at which 
the advisability of forming such a conference was fully discussed. 
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Since then we have prepared various drafts of such a conference agree- 
ment and have had numerous meetings and discussions concerning it. 
It is not an easy task to get individualists who have been competitors 
for many years to agree to work together to the extent of curtailing 
their rugged individualism as required by participation in a conference. 
We have finally concluded, however, that the formation of such a 
conference is the best means of properly regulating our industry and 
promoting its welfare and the welfare of the commerce of the United 
States. 

To this end we have prepared—and I might say after several 
informal discussions with the staff of the Federal Maritime Board—a 
proposed conference agreement for ocean freight forwarders located 
on the Pacific coast and such form of agreement has been distributed 
among our members and is now before them for their consideration. 

Our proposed conference agreement gives the conference broad 
powers to regulate its activities. These powers are broad enough to 
enable it to correct any practices among the members which are 
believed to be improper or questionable. I believe that it would 
enable us to correct among our members any practices which might 
exist among them of the type that the subcommittee has suggested 
for discussion. 

We believe that self-regulation of our industry will be much better 
for all concerned—the commerce of the United States, the steamship 
companies, the shippers, and ourselves—than regulation by a govern- 
mental agency unfamiliar with the practical aspects of the industry 
and located some 3,000 miles away. 

We also believe that such a conference would make it possible for 
us to deal with steamship conferences on an equal basis and to develop 
the spirit of cooperation with them and to solve problems as they 
arise, so that there will be an end of the controversies over brokerage 
and so that the steamship lines and the freight forwarders and brokers 
will be able to work together to foster and develop the commerce 
of the United States. 

In our opinion, the Federal Maritime Board should be given 
licensing authority over freight forwarders in such a manner that the 
Board can pass upon their qualifications to act as freight forwarders. 
We believe that this should not take the form of requiring an applicant 
to prove public convenience and necessity for his proposed service, 
but that it should be directed more toward making certain that the 
applicant is qualified to perform the freight-forwarder and brokerage 
services and that he is not connected with any shipper or with anyone 
else in any improper manner. 

Finally, we believe that if there is any question with respect to 
whether the Bland Act requires the Government agencies to use 
freight forwarders and brokers in connection with their commercial 
shipments, the Bland Act should be amended so to provide. 

Before any specific legislation is recommended by this subcommittee, 
we believe that it would be advisable to submit such proposed legisla- 
tion first to the interested parties for their detailed views and sugges- 
tions. The associations of forwarders and brokers on the Pacific 
coast would be glad to cooperate with the subcommittee, its counsel, 
the Federal Maritime Board, the steamship companies, and all other 
interested parties in the preparation of any such legislation. 
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I wish to thank you, gentlemen, for the opportunity of presenting 
this document. 

Mr. THompson. Thank you, Mr. McCarthy. That was a very 
complete statement. I think you covered some of everything which 
the subcommittee had wished to hear. I think you mentioned that 
you have been in the freight-forwarding and brokerage business for 
28 years. No doubt you do know the ‘business. Have you noticed 
any change in the freight-forwarding business in the past 28 years 
in regard to the relationship of the forwarding business to carriers 
and shippers? Has the industry changed insofar as your relations 
with carriers or shippers are concerned? > 

Mr. McCarruy. Definitely. 

Mr. THompson. In what way? 

Mr. McCarrtuy. Historically speaking, you might go back 35 or 
40 years where it was commonly known as a freight broker. He 
would book the cargo with the steamship line and get what is called a 
contract of affreightment. That would end right there. He would 
receive his commission, whatever it may have been at that time, 
1% percent or possibly more. But it changed as time went on. 

I might sort of sum it up in a way by saying that the freight broker 
also started in to work as a freight forwarder and they sort of merged 
together. 

Now, if I, for example, were to just merely book cargo, just book 
the cargo and not do any more for the steamship line and receive my 
brokerage, I would be better off doing that than I would if I were to 
extend my services beyond the mere booking. In other words, I 
would make more money. 

Mr. TuHompson. Because there is not as much work entailed in the 
mere booking of the cargo? 

Mr. McCarruy. No, sir; there is not as much work. 

\ir. THompson. What caused this change? Better schedules of 
salings? 

Mr. McCarrny. I would say that the sailings had one thing to 
do with it; also the complex manner in which we now do business with 
respect to our foreign trade. I would say, for example, that 25 or 
30 years ago the Bureau of Foreign and Domestic Commerce at that 
time had what they called a schedule which was used in connection 
with export licenses. That schedule, I would say, was composed of 
possibly 25 or 30 pages, maybe less. Today it runs into possibly 650 
pages so that our commerce grew from basic commodities, such as, we 
will say, lumber and grain and bulk commodities, into a highly diver- 
sified nature of many commodities. We ship chemicals, we ship 
mac ian ‘ry, and we are shipping so many things today that we did not 
ship 30 years ago, that the work of a freight ‘broker and forwarder is 
definitely more ‘complex today than it was 5, 10, 15 years ago. 

Mr. THompson. And fundamentally at that time the booking of 
the cargo was an item of less benefit to the carrier? 

Mr. McCartuy. That would be a correct statement, Mr. Congress- 
man, for the reason that the booking of the cargo and what followed 
after that did not entail too much work. 

Mr. THompson. Who performed the other services necessary at 
that time when the broker merely performed the booking? 
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Mr. McCartuy. Well, at that particular time we required an 
export declaration and a bill of lading and usually you moved in 
greater volume. 

Mr. THompson. Who performed that? 

Mr. McCariny. The shipper. 

Mr. THompson. Do you know of any dummy forwarders on the 
west coast? 

Mr. McCarrny. I do not but I would say that under our con- 
ference agreement and I am speaking personally and giving my 
personal view, under our proposed conference agreement which I 
expect to go through the Federal Maritime in the next few days, to 
the Federal Maritime for approval, if we discover any dummy for- 
warders or any improper practice we will attempt to police it ourselves. 
If we fail we will take it up with the Federal Maritime Board for 
proper action. I do not know of any dummy forwarders on the 
Pacific coast. 

Mr. THompson. You mentioned dummy forwarders in your state- 
ment. I thought you knew of some. 

Mr. McCartny. I do not. 

Mr. THompson. Why then, in your statement, and I am merely 
asking for information, would you mention dummy forwarders on 
the west coast? What prompted you to mention them? 

Mr. McCartny. That is in answer to your own question where 
you say under paragraph ( (b) under item 5, “payment of brokerage 
to dummy forwarders.”’ 

Mr. THompson. You mentioned that you knew of no payments 
to dummy forwarders but you acknowledged the existence of dummy 
forwarders. 

Mr. McCarrtny. I can only go by suspicion and hearsay. I have 
heard it said that there are dummy forwarders located in the United 
States somewhere. 

Mr. THompson. But to your knowledge you know of none? 

Mr. McCarrny. I know of none. 

Mr. TuHompson. Do any of the members have questions? Mr. 
Davidson? 

Mr. Davinson. No. 

Mr. Cuase. No. 

Mr. THompson. Counsel, proceed. 

Mr. WarreEN. You mentioned that in the old days the chief func- 
tion of the forwarder was booking of cargo and that he had little to 
do with the functions which have built up as a result of Government 
demands, et cetera. Back in those days, do you suppose in the usual 
case that the shipper and the carrier would have come together except 
for the presence of a freight broker? 

Mr. McCarruy. Would have gotten together? The shipper and 
the broker? 

Mr. WarrREN. Was a freight broker responsible for the transaction 
of business or would it have happened in spite of him back in days 
past? 

Mr. McCarruy. Well, I think we would have to go back to the 
time when there were tramp ships. 

Mr. Warren. No schedules? 

Mr. McCarrtuy. Back to the old sailing days when there were no 
fixed schedules and the biggest market there, as you probably know, 
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was London and New York, particularly London, and when a shipper 
would have a large volume of cargo to move, why, he could if he so 
elected get in touch with various people in London through various 
steamship companies. 

Mr. Warren. Was it not difficult for a shipper to obtain a particu- 
lar line or vessel in older days? 

Mr. McCarruy. I would say it was. It was easier for him to ap- 
proach what was known then as a ship broker who would furnish, 
arrange to furnish, a ship for the cargo. 

Mr. Warren. Mr. Me Carthy, is brokerage on the west coast paid 
at the uniform rate of 1% percent, to your knowledge, or does it vary? 

Mr. McCartuy. Well, it is 1% but it only varied recently to the 
extent of 2% percent with the Mitsui Line and 2% percent with the 
Isbrandtsen Line. 

Mr. Warren. Are they the only cases that you know of on the 
west coast wherein brokerage varied? 

Mr. McCartuy. No, in the European Conference brokerage does 
vary. 

Mr. Warren. I mean — 1% 

Mr. McCarrtny. Over 1%, etl is the only extent to where it varies 
over 1%. 

Mr. Warren. Have you ever received a brokerage fee which was 
over 1\? 

Mr. McCarruy. Yes. 

Mr. Warren. You have? 

Mr. McCarrnay. Yes. 

Mr. Warren. In your statement, Mr. McCarthy, on page 31, 
you state: 

Over the period of years, however, it has been determined from actual practice 
that the payment of brokerage of 1% percent of the freight in all instances where 
a freight forwarder and broker is involved results in fair compensation, 

Mr. McCartuy. That is right. 

Mr. Warren. Then are you not saying that where you received in 
excess of 1% poe it is beyond fair compensation? Does it not 
necessarily follow by the statement? 

Mr. McCartnuy. No, sir. 

Mr. WarreEN. It does not? 

Mr. McCarruy. No; it does not, because the exception that I 
made when I said one and a quarter has only been with respect to the 
Isbrandtsen Line and the Mitsui Line, and the cases have been very 
few and far between, very few. 

Mr. Warren. But you have stated that ‘it has been determined 
from actual practice” of the trade that brokerage of one and a quarter 
results in fair compensation. If that is true, does it not follow that 
anything above one and a quarter is excessive? 

Mr. McCarrnuy. Personally, the way I feel about it, I believe that 
one and a quarter percent should be paid by all steamship lines. 

Mr. WarreEN. But you have just stated you had received in excess 
of one and a quarter percent; is that correct? 

Mr. McCarruy. In those few instances I have; yes 

Mr. Warren. Mr. MeCarthy, on page 5 of your statement, you 
refer to the fact that anything detrimental to the forwarding industry 
is detrimental to the commerce of the United States. If that is true, 
Mr. McCarthy, by the same reasoning would you not conclude that 
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if anything is detrimental to the steamship industry that it is neces- 
sarily detrimental to the commerce of the United States? 

Mr. McCarthy. I certainly would agree. Anvthing that is detri- 
mental to the steamship line, or even a longshore strike is detrimental 
to the commerce of the United States. 

Mr. WARREN. Yes; I was trying to get at the meaning of your 
statement. 

On page 7 of your statement, Mr. McCarthy, you have referred to 
the computation of freight charges and you have stated that it takes 
hours to fill out a bill of lading and compute the freight charges, that 
it is a complicated matter at times to compute freight charges. If 
we concede that to be true, Mr. McCarthy, I ask you this question: 
Is that the usual case on the west coast? Do forwarders compute the 
freight charges on bills of lading for steamship companies? Is that 
the usual practice or is that your case? 

Mr. McCartnuy. In my particular case, it is my practice. I am 
assuming that it is also the practice of most of the forwarders, but I 
would not make that statement. 

Mr. WarREN. You do not know; is that correct? 

Mr. McCartay. I do not know. 

Mr. WarrREN. On page 7, you refer to the fact that often forwarders 
engage custom officials at night time or overtime in order to enable 
vessels to load during the weekend, and that this constitutes a benefit 
and saving to the ocean carrier. 

Under this arrangement, do you compensate the United States 
customs officials? 

Mr. McCartuy. We do; yes, sir. 

Mr. Warren. Is that arrangement known to the Treasury Depart- 
ment in Washington, D. C., and has it been approved as an authorized 
practice? 

Mr. McCartny. I presume so, Mr. Warren. 

Mr. WarreEN. Is that usual on the west coast or just in Los 
Angeles? 

Mr. McCartuy. No; it prevails on the west coast both in San 
Francisco and Los Angeles from my own personal experience. 

Mr. WarrEN. Do you pay the individual directly, Mr. McCarthy? 

Mr. McCartny. We file a bond with the Collector of Customs. 
It is a hundred dollar bond. If Mr. Frank Smith, for example, is 
working overtime at the customs house for 1 or 2 hours, then they 
figure what his overtime should be and bill us for it. The reason for 
the bond of $100 with the collector is to guarantee that we will pay the 
overtime charge of the particular employee who stayed there for 
1 or 2 or 3 hours. 

Mr. THompson. You pay the Collector of Customs and not the 
individual who works overtime? 

Mr. McCartuy. We pay the Collector of Customs and he in turn 
pays the individual; yes. 

Mr. WaRREN. You mention also, I think on page 7 and 8, Mr. 
McCarthy, that often one of the functions of freight forwarders is to 
make confirmation of space options. Would you explain that to the 
subcommittee? Is that the usual type of service that is rendered by 
a freight forwarder, or does that apply to a certain area of commodities, 
for instance, lumber or grain in bulk? 
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Mr. McCartny. That would apply to certain commodities. It 
would apply to grain. It would apply to lumber. It would apply to 
cotton and commodities that move in fairly good volume. 

Mr. WarREN. On page 9 of your statement, Mr. McCarthy, you 
state most emphatically that the forwarder-broker is frequently able 
to develop commerce and you state in justification of this conclusion 
several reasons and several methods by which forwarders develop 
American commerce. 

You state for your first reason, I believe, that frequently you engage 
shippers who were not previously exporting and except for your 
presence they would not have exported. Mr. McCarthy, I think this 
subcommittee would be interested in obtaining the names of the com- 
panies during the last 10-month period, which went into the export 
trade who were not previously in it as shippers. Further, I request, 
Mr. Chairman, because of the competitive position of the witness, that 
it be retained in our confidential files for analysis. 

Mr. THompson. Counsel is asking for a list of those who, as a result 
of the endeavors of the freight forwarder, were put in touch and 
actually did engage in export ‘shipments; is that correct? 

Mr. Warren. That is correct, from the beginning of 1955 to the 
present date. 

Mr. McCarruy. Do you want that confined to my own business or 
generally to my associates as well? 

Mr. Warren. Your own business, Mr. McCarthy. 

Mr. McCarruy. In my own business. 

Mr. Warren. Yes, sir; if you please. That would be very helpful 
to the subcommittee. 

Mr. Tuompson. Proceed, Mr. Warren. 

Mr. Warren. Mr. McCarthy, throughout your testimony you 
assert that the position of the forwarder-broker is that in defining 
brokerage the test should be the benefit-to-carrier test. I understand 
from your statement that anything of benefit to the carrier is compen- 
sable in the way of brokerage. Is that not correct? 

Mr. McCartuy. Generally speaking, that is my position, Mr. 
Warren. 

Mr. Warren. Mr. McCarthy, let us assume a hypothetical case in 
which you prepare the export declaration. Let us assume that that 
is the only thing that you do. I am not relating this to your business. 
Do you charge or bill a shipper for the preparation of the export 
declaration? 

Mr. McCarruy. If that were the only thing that we did? 

Mr. Warren. Yes, sir. 

Mr. McCarrnuy. Well, Mr. Warren, it so happens that the prepara- 
tion and filing of the export declaration is only one of the other things. 

Mr. WarreEN. I realize that, and I do not want to put the for- 
warding industry in the wrong perspective. I am just for purposes of 
illustration desiring to assume a case hypothetically. I am assuming 
that you prepared “the export declaration. 

Now, let us further assume that you c harge a forwarding fee to the 
shipper. If we make those two assumptions, would you tell the sub- 
committee on what basis you would determine the fee which you 
charge the shipper? 

Mr. McCarruy. On what basis I would determine? 

Mr. Warren. How would you determine or arrive at the fee that 
you would charge the shipper for preparing the export declaration? 
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Mr. McCarrny. It would vary from whether it be a very simple 
export declaration to make or whether it might be a complicated one. 

Mr. WarrEN. Would you explain how it might vary, briefly? 

Mr. McCartny. For example, you might have one export declara- 
tion which might call for a very ordinary commodity movement and 
you may have another export declaration which may require an ex- 
port license or it may require a consultation with the customs through 
your Department of Commerce as to whether or not it requires an 
export license. 

Mr. Warren. So there are varying factors, and it would be im- 
possible on even similar shipments, perhaps, to charge the same 
service fee; is that correct? 

Mr. McCarruy. Sometimes that is true. 

Mr. WarREN. Whatever you finally determined as being the charge 
would you reasonably charge the shipper for this fee? 

Mr. McCarruy. | would reasonably charge him for it. 

Mr. Warren. Whatever it would be, you are stating that it would 
be a reasonable fee for this service? 

Mr. McCarruy. That is correct. 

Mr. Warren. Now, in the same hypothetical, would you also 
charge a carrier brokerage for the filing of the export declaration? 
You have stated that the test in defining brokerage is whether it is 
of benefit to the carrier. I ask the question, Would you also charge 
the carrier brokerage for his services? 

Mr. McCarrny. Irrespective of the complications that were 
involved just merely going over and filing the export declaration 
with the carrier? 

Mr. Warren. We will assume a large amount of brokerage is 
involved. 

Mr. McCartny. A large amount of brokerage is involved. 

Mr. Warren. We will assume that. It does not have to be 
assumed. 

Mr. McCarruy. Well, if we were representing that shipper, Mr. 
Warren, and had been representing that shipper over a period of 
years, where I mentioned before, we take the bitter with the sweet, 
I would definitely put in a bill for my brokerage services, but I n ust 
be honest and tell you that if this were a spasmodic shipper that 
came out of the thin air, | do not think that I could conscientiously 
file a brokerage bill against the steamship company, and if I did, I 
feel certain they would turn it down. 

Mr. Warren. Then are you not disagreeing with your own theory 
in defining brokerage; namely, brokerage should be compensable for 
any service to the carrier? 

Mr. McCarruy. No. 

Mr. WarrEN. Then you are disagreeing with that statement? 

Mr. McCarruy. No, because I qualified that by saying that if I] 
am representing a shipper who makes many shipments and we clear 
the export declarations. You took a hypothetical case. 

Mr. Warren. I acknowledge that. 

Mr. McCarrtuy. By taking a hypothetical case, it seems to divorce 
me entirely from my normal operations in business when you take a 
hypothetical case like that. 

Mr. Warren. Mr. McCarthy, I am trying to illustrate the reason- 
ableness of the theory in defining “brokerage’”’ which the freight-for- 
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warding industry has advanced. That is the reason for taking the 
hypothetical case. 

Mr. McCarruy. Mr. Warren, really, I have in mind and I try to 
keep in mind with this committee that it is the overall picture that I 
encompass in our operations that are of value to the steamship com- 
panies. For example, let us take that same hypothetical case that 
you had. Suppose now that I had to employ the customhouse to 
stay open and pay them for that extra service and I helped the steam- 
ship company get that export declaration so that they could load 
cargo over the weekend. ‘To me, that is a benefit to the steamship 
company. 

Mr. Warren. Yes, sir, for purposes at this stage of the testimony, 
I agree with you. I am sticking, however, to the hypothetical which 
I have assumed and we are simply going to file the declaration. We 
are not going to have any delays and the ship is going out. It did not 
entail hiring the customs official for vessel delays. I ask the question 
again: Would you submit a brokerage bill to a carrier? 

Mr. McCarruy. As one of my regular shippers, I would; yes, sir. 
I would. 

Mr. WarreEN. Then you state that this is a benefit to the carrier 
and this is justification for submitting the brokerage bill. Yet you 
have acknowledged earlier that you have already reasonably billed the 
shipper for the preparation of the export declaration. 

Mr. McCartnuy. That is correct; yes, sir. 

Mr. Warren. Mr. McCarthy, further pursuing the benefit theory in 
defining ‘‘brokerage,” let us assume that these functions that you have 
enumerated are of benefit to both carrier and shipper. Now, you have 
stated that a forwarder, in his relationship with a shipper or exporter, 
is a forwarding agent, but you have gone further and said a type of 
agent; namely, an independent contractor who actually controls the 
means over the result. You have further stated that the forwarder 
is selected by the shipper. You seem to acknowledge further in your 
statement that a legal relationship exists between the shipper and the 
forwarder and that the fowarder comes into existence by virtue of his 
selection by the shipper; is that correct? 

Mr. McCarrtuy. I believe that is correct. I tried to follow you, 
Mr. Warren. That was a long statement. I will go along with that. 
That is correct. 

Mr. Warren. I think it is contained clearly in your statement. 
Do you suppose that there are any responsibilities that arise from 
this legal relationship of the forwarder with the shipper? 

Mr. McCartuy. Responsibilities? 

Mr. Warren. Yes. sir. are there any responsibilities that arise 
pursuant to this legal relationship between the forwarder and the 
shipper? Must not the forwarder perform certain functions pursuant 
to this legal relationship? That is my question. 

Mr. McCarruy. Well, that brings in the legal question and, as I 
stated before, I am not an attorney, Mr. Warren. 

Mr. Warren. I will rephrase the question. 

You are a forwarder, you solicit a shipper, you tell the shipper 
that you will handle his forwarding work, just an oral conversation. 
Regardless of what he is, an agent or what, do you assume that there 
are certain duties that you must now perform for the shipper? 

Mr. McCartny. Yes, sir. 
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Mr. WarreEN. You do. What are some of those duties? 

Mr. McCarray. I believe I enumerated most of them in my state- 
ment here. 

Mr. WarrEN. Booking the cargo? 

Mr. McCarruy. Booking the cargo, what I have read in this 
statement here would encompass any or all of those duties. 

Mr. WarrEN. Yes, sir. Suppose that you failed on a given ship- 
ment to file or prepare an export declaration. Would your principal, 
namely, the shipper, have recourse against you legally? Would you 
not be liable for negligence? We will assume that you failed, and we 
will assume it to be a case of negligence. The shipment did not leave 
the port. 

Mr. McCartuy. That does pose a question, Mr. Warren. I have 
never had it happen to me. 

Mr. WarrEN. You have never had it happen? 

Mr. McCartuy. No; but it does pose a question as to my legal 
responsibility or what damages the shipper may have against me for 
anything that may have occurred from that negligence or failure to 
do so. 

Mr. WarrEN. Do you think a steamship line would have any right 
of recourse against you for the failure to file the export declaration? 

Mr. McCartny. Yes, sir. 

Mr. WarrEN. Do you think a steamship line would be able to sue 
you for not filing this export declaration? 

Mr. McCarruy. There again I might say that also poses another 
question that I cannot answer from the legal viewpoint. They might 
be in the same position as the shipper and have recourse. We have 
never had that occasion come up. 

Mr. Warren. Are there any services that you render in behalf of a 

arrier that you are not legally bound under your relationship with 
the shipper to render for the shipper? 

Mr. McCarray. Yes, sir. I have an example of that. 

May I tell you that last W ednesday, Thursday, and Friday, I spent 
almost all of my time down on the dock arranging to see that some 
tractors and trailers were shipped out on the steamer China Bear, and 
I am sincere when I say, Mr. Warren, that all that time that I devoted 
was for and on behalf of the steamship company. 

Now I know, and there is no question in my mind, that if I were not 
there those trac tors, trailers, and trucks would not have been lifted 
on that particular ship. 

Mr. WarrREN. The very fact that they were lifted, is not that carry- 
ing out your obligation with the shipper also? 

Mr. McCartny. As I see it, I went way beyond the obligation. I 
went beyond it, Mr. Warren, primarily to help the steamship line. 
The shipper made some mistakes himself on that deal which I had to 
correct. In fact, I got the shipper out of a jam, so to speak. 

Mr. Warren. By the fact that this shipment was made possible 
by the services which you rendered and, you say, to the carrier- 

Mr. McCarrtny. Yes, sir. 

Mr. Warren. You were carrying out this responsibility with your 
relationship with the shipper, were you not? 

Mr. McCarrny. I will put it this way, Mr. Warren. Honestly | 
was carrying out my responsibility to both parties; both the steamship 
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line with which the cargo was booked and to the shipper which 
wanted to ship the cargo on that vessel. 

Mr. Warren. Do I understand that you state that you have a 
responsibility to the steamship lines? 

Mr. McCarrny. I feel that I have a responsibility and do as much 
as I possibly can for the steamship line. 

Mr. Warren. Does the steamship line designate you, or the 
shipper? 

Mr. McCarruy. The shipper designates me, but there has been a 
common practice over the years as long as I have been in the business 
for 28 years. 

Mr. Warren. Mr. McCarthy, pursuing the benefit theory again 

defining brokerage, let us assume that a bank issues a letter of 
credit and that the forwarder with accompanying papers carries a 
letter of credit to the bank and thus the shipment is financed. Now, 
is not the fact that the bank has financed this shipment a benefit to 
the carrier? 

Mr. McCartruy. Mr. Warren, may I answer that question gener- 
ally, if I may, please? I will put it this way; that there are many 
factors of benefit to the carrier—the banks, the stevedores, even the 
steamship lines who put on better, faster ships, they are benefiting 
themselves and benefiting the commerce, It is just sort of a link 
within a link. Everybody is participating, including the forwarder- 
broker. 

Mr. Davinson. Mr. McCarthy, we are talking about benefiting 

commerce, that is what we are all interested in, benefiting the 
foreign commerce of the United States; and you have indicated very 
well that your industry performs a beneficial role with regard to that 
commerce. You have indicated, too, that there are so many instances 
wherein your industry renders a service to the shipper and to the 
carrier. We think that is all right, I am sure; but if there are any 
instances where your industry does not render a servic ‘e, then, of course, 
that which you asked for in your brief or memorandum here, namely, 
that the Bland Act should be amended so as to unquestionably 
require Government agencies to use freight forwarders, would be 
unjustified because anything that imposes a cost or charge for an 
unnecessary or unsought-for service is a detriment to our commerce 
in that it increases the cost thereof. Do you follow me on that? 

Mr. McCarruy. | think I follow you. Let me try to explain if I 
know what you mean. Any cost to our Government in the handling 
of what shipments the Government has, and I am speaking of com- 
mercial and not talking about military-type shipments, any increase 
to the Government would be a detriment to our foreign trade. That 
is what you have in mind? 

Mr. Davipson. No. You have stated, on page 42 of your memo- 
randum, that if there is any question as to whether or not the Bland 
Act requires Government agencies to make use of freight forwarders 
that would be cleared up by amending the act, and Government 
agencies should be required to use freight forwarders. Do you not 
say that on the bottom of page 42? 

Mr. McCarruy. That is right, should be amended so as to provide 
that if there is any question with respect to the Bland Forwarding 
Act, that if it is possible. 1 would like to qualify that. 
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Mr. Davipson. You want to amend it and make it mandatory 
that all Government agencies should use freight forwarders; is that 
right? 

Mr. McCarrtny. I think that we feel that we can do a job as 
efficiently as the Government, perhaps better and perhaps cheaper. 

Mr. Davipson. If they need freight forwarders, if they want them. 

Mr. McCarrtny. If they need freight forwarders, but I feel that the 
encroachment of the Government in not only the freight forwarding 
but in any other business is not what I consider fair play to the 
businessmen of this country. 

Mr. Davinson. I agree with you in that. The only point I inquire 
about is this: If there is no need by a particular Government agency 
at a particular time in connection with some particular shipment, 
would you then by statutory enactment require them nevertheless to 
use a freight forwarder and incur that additional charge to the 
Government? 

Mr. McCarruy. I do not think that I could go that far, Mr. 
Congressman. 

Mr. Davipson. You would not want that? 

Mr. McCarrny. I could not advocate that. I could not advocate 
that. No, I do not think I could. 

Mr. Davipson. Your position, then, as I understand it, is that if 
there is need for a freight forwarder, the freight industry can supply 
that service; private industry should be paid whether it is a Govern- 
ment agency or not? 

Mr. McCartny. I am glad you put it that way because that is 
exactly what I have in mind. 

Mr. Davinson. That is all. 

Mr. THompson. Proceed. 

Mr. Warren. Mr. McCarthy, you have indicated that brokerage 
is a matter in which the forwarding industry must take the bitter 
with the sweet. If that is the case, do you believe that this will 
result in reasonable compensation to forwarders—the receipt of small 
brokerage in some cases, the receipt of large brokerage in other cases? 
Do you feel it will average out? 

Mr. McCartuy. That is my experience over the 28 vears that |] 
have been in this business. It has resulted in reasonable charges to 
us. I would gladly furnish this subcommittee, if they so desire, my 
income during the past 8 years with respect to brokerage or anything 
else. 

Mr. Warren. Mr. McCarthy, in respect to that, I notice that you 
have indicated in your statement that you receive 55 percent of your 
gross revenues from forwarding or service fees. Do you distinguish 
between service and forwarding fees? 

Mr. McCarruy. No; there is no distinction. When I say service 
or forwarding fees, | put them together. Let us call it forwarding 
fees. 

Mr. Warren. What is a service fee and what is a forwarding fee? 

Mr. McCarruy. I should have said ‘forwarding fees.”’ 

Mr. Warren. Would that include procuring marine insurance for 
the shipper? 

Mr. McCartuy. Yes, that would include all the necessary elements 
‘n handling a shipment. 
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Mr. Warren. The so-called accessorial services as well as the other 
forwarding services? 

Mr. McCarruy. That is right, all of which, as you know, are billed 
separately to the shipper. 

Mr. Warren. Mr. Chairman, I think that for illustrative purposes 
on condition that we hold the information confidential, that we should, 
request Mr. McCarthy to submit to us the amount of income he 
receives based upon the percentages mentioned? 

Mr. McCarrny. I would be happy, sir. 

(The above information will be found in confidential committee 
files.) 

Mr. Tuompson. It would be helpful in line with your statement. 
Mr. Davidson. 

Mr. Davipson. May I ask a question? You indicate in your 
brief that 45 percent of your gross income comes from brokerage, and 
55 from service fees for shipments; right? 

Mr. McCarrny. Yes. 

Mr. Davipson. Would those figures be definitive in this light: 
that frequently when you render a service to the shipper you do not 
take any fee from him; you just take the brokerage? Would that 
practice magnify the percentage and make it appear to be a larger 
proportion of your business? 

Mr. McCarrny. Mathematically you cannot deny that because 
naturally if your forwarding fee is not there and you depend upon 
your brokerage, therefore your percentage is magnified. That. is, 
the brokerage percentage is magnified by reason of the lesser amount 
that you have with respect to your forwarding fees. 

Mr. Davipson. And thus becomes a greater amount of your gross 
business. 

Mr. McCarrny. That is correct. 

Mr. Davipson. It does now show how important brokerage fees 
necessarily are as a proportion of your business. It shows that the 
practice makes this particular percentage patent. 

Mr. McCarruy. Not necessarily so, because you understand that 
the forwarding fees—it could be. You may make a reasonable charge 
with the shipper and you may still come up with that same per- 
centage by reason of the fact that you have to put more people on the 
payroll and you may still have that same percentage and it could act 
just the other way, too. It could be that your brokerage would go 
up and your forwarding fees would go down by reason of the forward- 
ing fees not being sufficient. 

Mr. Warren. Mr. McCarthy, do you ever take brokerage into 
consideration in fixing your forwarding fees? 

Mr. McCarrtny. No, sir; I feel as I told the United States Depart- 
ment of Agriculture a couple of months ago when I lost out on their 
business because I insisted that they give a forwarding fee; I presented 
them with a reasonable forwarding fee. They told me to look to 
the carrier for my compensation, that they did not pay forwarding 
fess. I wrote and told them that I see no reason why the United 
States Department of Agriculture should have me look to the carrier 
for my forwarding fees when they should be paid by the Government. 

Mr. Warren. Have you not stated in defining brokerage that in 
filling out documents that you are rendering a compensable service 
to the carrier? 
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Mr. McCartuy. That is right. 

Mr. Warren. Then, if that is true, why should you not on the 
Government shipment receive brokerage? 

Mr. McCarruy. Just a minute. Maybe we misunderstand each 
other. I was talking about the fact that the United States Depart- 
ment of Agriculture 

Mr. Warren. Would not pay you. 

Mr. McCartuy. Would not pay us. 

Mr. Warren. And they wanted you to look to the carrier. 

Mr. McCarrny. Yes. 

Mr. WarrEN. You wrote the Department and stated that “we 
should look to it for payment and not the carrier’’? 

Mr. McCarrtuy. No, I said that we should look to the United 
States Department of Agriculture to pay us a reasonable forwarding 
fee and that our services to the carrier, which we give to the carrier, 
is the sort of an understanding between ourselves and the carrier with 
respect to the brokerage. 

Mr. WarREN. So you feel that you should get compensation from 
both ends in that case or in all cases 

Mr. McCartny. I do; yes, sir. 

Mr. THompson. Could’ you make available to this subcommittee 
any communication you received from an agent of the Department of 
Agriculture indicating that it was their policy y that you be paid by a 
carrier and not by the Department of Agriculture? 

Mr. McCarrny. I will gladly turn over to this committee the 
correspondence that I had on this particular subject. 

Mr. THompson. That would be very interesting if we could get it. 

(The above information will be found in confidential committee 
files.) 

Mr. Warren. You have indicated a certain percentage of your 
gross revenues. Does that apply to freight forwarding business alone? 

Mr. McCartuy. Yes, sir; because we do not make any money on 
insurance or trucking or any thing like that. 

Mr. Warren. Are you in other fields, such as custom brokerage? 

Mr. McCartny. No, sir. 

Mr. Warren. Are you a certificated ICC broker? 

Mr. McCarrtuy. No, sir. 

Mr. WarrEN. You are strictly a forwarder? 

Mr. McCarrny. Strictly a foreign freight forwarder. 

Mr. Warren. How many do you employ in your two offices? 

Mr. McCarrny. In Los Angeles we have, I believe, 9 and 8 in 
San Francisco. 

Mr. Warren. Mr. McCarthy, in regard to the receipt of brokerage, 
may services vary on shipments of the same tonnage or of the same 
freight rate? 

Mr. McCarruy, Oh, yes; they do. 

Mr. WarrREN. In one instance you may perform a great deal of 
service, and in another instance you may not, but the brokerage could 
be the same; is that correct? 

Mr. McCarruy. That is true; yes. 

Mr. Warren. Are you not then stating that brokerage has no rela- 
tionship to reasonable value of services rendered? 

Mr. McCarruy. Has no relation? 

Mr. WarrkEN. Yes, sir; to reasonable value of services rendered? 
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Mr. McCarruy. No; I do not look at it that way, Mr. Warren. 

Mr. Warren. How is brokerage computed? 

Mr. McCarrny. It is computed on the basis of 1% percent of the 
freight charges. 

Mr. WarreEN. Regardless of the services rendered by the forwarder? 

Mr. McCarruy. That is correct It is 1% percent of the freight. 

Mr. WarrkEN. So you are then saying that if this is the case it is 
reasonable? 

Mr. McCarruy. That the 1% percent is reasonable. 

Mr. Warren. And it is geared to the services? 

Mr. McCarruy. It has been found reasonable over the past 35 or 
40) years or maybe 60 or 70 years. 

Mr. Warren. But you have indicated to this subcommittee addi- 
tional instances where apparently brokerage has been paid in excess 
of 1% percent; is that correct? 

Mr. McCarruy. In a very few instances; yes. 

Mr. Warren. Mr. McCarthy, is there any return to you for placing 
marine insurance? 

Mr. McCarruy. Very nominal, very nominal. It is 10 percent. 

Mr. Warren. Ten percent? 

Mr. McCarrny. Ten percent. 

Mr. Warren. This is considered in the forwarding fee; is that 
correct? 

Mr. McCarruy. No; that is not considered in the forwarding fee 

Mr. Warren. That is the service fee? 

Mr. McCarruy. That is separate, yes; in other words, the for- 
warding. We pay the insurance company and what little insurance 
we handle which is not very much, I would say maybe it might amount 
to $150 or $200 a vear. 

Mr. Warren. For placing the insurance with the insurance firm, 
do you receive anything? 

Mr. McCarrny. From the insurance company? 

Mr. Warren. Yes. 

Mr. McCarruy. We receive a 10-percent commission. 

Mr. Warren. A 10-percent commission? 

Mr. McCarruy. Yes. 

Mr. Warren. Do you receive anything from the shipper on this 
insurance policy? 

Mr. McCarruy. Not from the shipper; no. 

Mr. Warren. It is purely from the insurance company on a 
commission basis? 

Mr. McCarruy. That is right. 

Mr. Warren. You receive nothing from the shipper for placing a 
marine shipment? 

Mr. McCarruy. No, sir. 

Mr. THompson. Have you ever solicited the business of a shipper 
for purposes of receiving brokerage on his shipments and forwarding 
fees, of course, and been turned down? 

Mr. McCarruy. Where he refused to use a freight forwarder? 

Mr. THompson. Not only your services but the services of any 
freight forwarder. 

Mr. McCarruy. That could be very well. A shipper may decide 
that he has his own export department or does the work himself or 
figures that he would like to do it himself; and we try to sell him on 
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the idea of what service we could be to him. One exporter explained 
this to me. Knowing this hearing was coming up and knowing that 
vou gentlement want all information possible, | asked him, ‘‘How 
do vou feel about the services of a freight forwarder-broker?”’ 

He said, ‘‘Well, the service that you render to me—and I am 
paying you a reasonable fee—gives me an opportunity to devote my 
time to more sales. I can go out and develop more export business. 
If I had to,” as he said, “fiddle around with all of the details you 
have to with export license and declarations, I couldn’t spend as 
much time in developing more business.”’ 

That, of course, pleased me, gentlemen, because I felt I was helping 
that man to develop more commerce. 

Mr. THompson. What reasons do those who insist that they do 
not need your services and have export departments of their own 
give for not using freight forwarders? 

Mr. McCarruy. Sometimes they just say “I am not interested,”’ 
and give no reasons. 

Mr. THompson. Of course, they are not bound. Do you know of 
cases where a large company has a freight and traffic division and does 
designate freight forwarders? 

Mr. McCartuy. Yes; they do. 

Mr. THompson. In those cases do they pay these designated freight 
forwarders a forwarding fee? 

Mr. McCarruy. I assume they do, but there are undoubtedly 
cases where there is no freight-forwarding fee charged. 

Mr. THompson. Proceed. 

Mr. Warren. Mr. McCarthy, in your statement you cite instances 
where a steamship company is performing forwarding services without 
charge. 

Mr. Chairman, I request that this witness supply the names of such 
steamship companies, and that this information be retained in our 
confidential file. 

Mr. McCarrny. I happen to have that information with me but I 
would rather give it to you in executive session, if I may. 

Mr. Tuompson. You can furnish it to counsel privately, and | 
assure you it will be held in confidence. 

Mr. McCarruy. Very well. 

Mr. WarREN. You state that because of this state of affairs that it 
is impossible for a forwarder in certain instances to charge a forward- 
ing fee. 

Mr. McCarrtuy. That is correct. 

Mr. WarreEN. Now, do you know of any forwarders who are not 
charging forwarding fees? 

Mr. McCartuy. Who are not charging forwarder’s fees? 

Mr. Warren. That is correct. 

Mr. McCarrny. Let us be honest. I will say that I am not in 1 
or 2 instances; in at least 1 that I know of I am not charging a for- 
warding fee. 

Mr. Warren. Why not? 

Mr. McCarrny. Because they informed me that they could have 
the steamship companies perform that particular service and the 
steamship company would perform it. I have evidence right in my 
briefcase where they have performed it, names of shippers, and I have 
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copies of the export declarations which were cleared by the steamship 
company. 


Mr. Warren. We would like that information confidentially sub- 
mitted. 

Mr. McCartruy. May I add that not too long ago when we were 
representing an important cotton shipper in the San Joaquin Valley— 
aud I do not like to mention names—that cotton shipper informed the 
forwarder that henceforth they were not going to use them because 
they were going to get the steamship companies to make out the 
export declarations and bills of lading. 

Mr. THOMPSON. Would that result in a cheaper rate to the shipper, 
in your opinion? 

Mr. McCarruy. He figures by having the steamship company do 
the work he will not have to pay a forwarder. There is the condition 
which the forwarder is confronted with where he will say: Shall I 
offer these services? 

Mr. Warren. That is not the shipper’s prerogative to do so? 

Mr. McCarruy. To ask the steamship lines to do that? Well, 
I say he is not denied it but I am pointing out the competitive features 
of this business. 

Mr. Warren. You are saying that this is one of the competitive 
features which is affecting your forwarding fees? 

Mr. McCarrtuy. That is correct. 

Mr. Warren. Now, is this the only condition which affects the 
forwarding fee, the competition with steamship lines? 

Mr. McCarrny. I do not think so. I think there is also the com- 
petition between the freight forwarders themselves. Do not mis- 
understand. I am not trying to blame the steamship companies 
for conditions of that nature. I am using that as one example. 
There are other examples which would probably equally apply with 
respect to competition among the forwarders where one forwarder 
may offer his services free to the shipper irrespective of what the 
steamship line will do. 

Mr. Warren. Do you feel that there are any cases in which free 
services are offered because of taking into consideration brokerage 
pavments on the west coast? 

Mr. McCarrny. I cannot point my finger at any. You hear 
rumors. You hear that so-and-so might be doing this or that, but 
it is all hearsay. I have no factual evidence on the score. 

Mr. THompson. In the case of the principal for whom you work, 
where you charge no forwarding fee, do you do it because if you did 
not do it on that basis he would do it otherwise, and you would not 
get the brokerage fee? 

Mr. McCarruy. That is part of my livelihood and the answer 
would be “‘ves.”’ 

Mr. THompson. Regardless of who would do it someone else would 
do it for him or he would arrange for it to be done. You are meeting 
that part of the competition knowing that the brokerage fee will cover 
to some extent your expenses? 

Mr. McCarruay. That is correct. 

Mr. Warren. Mr. McCarthy, I have before me a letter addressed 
to the Federal Maritime Board by a reputable west coast forwarder. 
I quote: 
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I am certain that the largest and most reputable forwarders in the United 
States make no charge or charge less than cost for the handling of shipments that 
pay substantial brokerage. When I stated that we took freight brokerage into 
consideration when quoting rates I realize that this might provoke the question 
as to whether or not we were violating the Shipping Act. However, if we have 
violated the act then I am thoroughly confident that all of the freight forwarders 
have violated this act. 

Do you bave any comment on that? 

Mr. McCarruy. My only comment in that respect would be a sort 
of a derogatory remark, but I am not going to refrain from saying it. 
I think whoever wrote that letter is trying to cover up his own sins. 

Mr. Warren. You feel, Mr. McCarthy, that this is not a widespread 
practice on the west coast, the taking into consideration of a forwarding 
fee? 

Mr. McCartny. It is not a widespread practice. 

Mr. Warren. How do you know this? 

Mr. McCartuy. Well, I have occasion to talk to a lot of my com- 
petitors and we heave had many meetings about it in our association. 
As a matter of fact, this conference agreement which I mentioned in 
this statement of mine is one of the means by which we hope to meet 
that situation. 

Mr. WarREN. Why do you feel a steamship line should render free 
forwarding services to a shipper? 

Mr. McCarrtay. I do not think they like to do it, but they feel that 
if they do not do it, then they use the competitive angle by going to 
another steamship line who may doit. It is not done downon the gulf. 

Mr. WarrEN. Are you indicating that in the interest of getting 
more business they might do this? 

Mr. McCartny. From the shipper. 

Mr. WarrEN. Currying favor with the shipper? 

Mr. McCarrny. That is my impression. 

Mr. TuHompson. Would they possibly do it to keep from paying 
the 1% percent brokerage? 

Mr. McCarruy. That might be another element. 

Mr. THompson. Have you thought of that before just now? 

Mr. McCarruy. Yes; I have thought of that before but I am not 
inclined to lean toward that feeling. I doubt it very much. 

Mr. WarREN. Are there instances where a steamship line performed 
certain forwarding functions for freight forwarders free of charge? 

Mr. McCarrny. I do not know of any, Mr. Warren, but I would 
believe that that could be the case. 

Mr. WarREN. Why would a steamship line desire to do that, 
Mr. McCarthy? 

Mr. McCarruy. For the same reason that he would do it for a 
shipper. You mentioned to curry favor or to get more business. 

Mr. Warren. Mr. McCarthy, let us assume another hypothetical. 
Let us assume a case in which you could choose a carrier that paid 

1% percent, and in another case a carrier, a nonconference line, one of 
the few you indicate that would pay more than 1%. Assuming that 
all factors are equal, and that the principal whom you represent will 
be represented as well by either party, which would you choose? 

Mr. McCarruy. Everything being equal, Mr. Warren? 

Mr. WarreEN. Yes, sir. 

Mr. McCarruy. No differences in the service, the arrival time, or 
anything? 
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Mr. Warren. That is correct. 

Mr. McCarruy. And one line said, ‘‘We will pay you 2% as against 
the customary 1}? 

Mr. Warren. Yes, sir. 

Mr. McCarruy. Everything being equal, I would be inclined to 
give the business to the line that pays 2% percent. 

Mr. Warren. Yes, sir; and you could not be condemned for that, 
could you? 

Mr. McCarruy. I presume not. 

Mr. Warren. Now, Mr. McCarthy, let us assume the same set of 
facts but let us assume that the brokerage is very high and the differ- 
ence would amount to a thousand dollars. I presume that certainly 
you would follow the same line of reasoning on the ground that it is 
good business. Certainly, you cannot as a reputable businessman be 
condemned for that. 

Let us vary the facts slightly. Assume that in one instance, the 
2\4, the principal’s interest would not be represented in the manner in 
which it would be represented if you selected the vessel which would 
pay 1%. Which, sir, would you select? 

Mr. McCarruy. That is a very easy question to answer, Mr. 
Warren. I would select the vessel that is best suited to the needs of 
the shipper irrespective of what the other line would pay. If it 
paid me to 5 or 10 percent, but if it would be detrimental to the 
shipper’s interest, which, of course, would be detrimental to our 
commerce, | would have to accept the line that would give the shipper 
the service even though the brokerage would be lower. 

Mr. Warren. So even though the brokerage amounted to a large 
amount of money, you would ‘still select the “shipment which repre- 
sented your prince ipal? 

Mr. McCarray. Yes, sir, I would. 

Mr. THompson. Gentlemen, the subcommittee will now recess 
until 2:15. I thought we would finish with you before lunch time, 
Mr. McCarthy, but if you do not mind, will you return briefly for the 
afternoon session? 

Mr. McCarrny. I will be glad to. 

(Whereupon, at 12:10, the hearing was recessed until, 2:15 p. m. 
this same day.) 

AFTERNOON SESSION 


(The hearing was resumed at 2:15 p. m., upon the expiration of the 
recess. ) 

Mr. Tuompson. The subcommittee will come to order. 

We will continue the testimony of Mr. M. J. McCarthy. 

Counsel will proceed. 

Mr. Warren. Mr. McCarthy, earlier in the morning, I posed 
hypothetical in which conditions were slightly different. The pay- 
ment of brokerage in one instance was 1% and in another instance 24. 
[ think you indicated to the subcommittee that in spite of the fact that 
brokerage was high that you would carry out your primary obligation 
to your principal, the shipper, and use the vessel on which 1% was paid. 
Is that not correct? 

Mr. McCarruy. That is correct. That is the statement I made; 
yes, sir. 

Mr. Warren. Now, in your opinion, Mr. McCarthy, granted that 
in your case that would be correct, do you not feel that ‘that type of 


3 
x 








FOREIGN FREIGHT FORWARDERS AND BROKERS 181 


case would tempt an honest man to prefer the 2% rather than the 
14%? Is that a condition which would cause even the honest forwarder 
to prefer the 2% percent payment and thus not carry out the best 
interests of his client? 

Mr. McCarruy. Assuming the man is honest, Mr. Warren, I do 
not think it would influence him. I believe that he would do the 
same thing as I would do by looking after the interests of the shipper 
and placing that cargo on the ship that pays 1%. 

Mr. Warren. Mr. McCarthy, let us now speak of the factors of 
incentive which might prompt a forwarder to choose a particular 
carrier versus another. Let us assume that we are dealing in a trade 
wherein brokerage is paid at 1% percent. Is there any economic 
incentive to choose one carrier versus another assuming that they 
would meet the requirements of the shipper? 

Mr. McCartny. Based on 1% percent? 

Mr. WarRREN. Yes, sir. 

Mr. McCartny. Speaking for the policy of my company, we try 
to divide the cargo on, you might call it, a 50-50 basis or at least try 
to divide it so that each carrier gets a share of the business. We do 
not favor one particular line over another line in cases of that kind 
that you mentioned. 

Mr. Warren. I understand, I ask the question again: In the case 
I posed is there any economic incentive which would cause you to 
choose A Line versus B Line versus C Line? 

Mr. McCarrtny. I am trying to analyze your question, Mr. Warren. 
You say ‘‘economic incentive’’? 

Mr. Warren. We are assuming that brokerage is payable at the 
rate of 1% to each of the lines. 

Mr. McCarruy. There again in that particular case, may I inject 
that assuming everything is equal between the two carriers? 

Mr. Warren. That is correct. 

Mr. McCarrny. There is no difference whatsoever? 

Mr. Warren. That is correct. 

Mr. McCartuy. There is no economic incentive as far as I am 
concerned. 

As I stated, we would try to divide that cargo equally between the 
lines. 

Mr. Warren. Assuming that all factors are equal as far as the 
principal’s interests are concerned, would you choose a foreign line 
over an American line or would you choose an American line over a 
foreign line? 

Mr. McCarrny. In that particular case, again I would go back and 
say to be fair and honest it would still be on a 50—50 basis. 

Mr. Warren. | understand. 

Mr. THompson. Have you ever had a carrier approach you, Mr. 
MeCarthy, with a suggestion that a premium might be paid in one 
way or another to receive a certain shipment? Have you ever had 
a carrier approach you suggesting a premium to be considered over 
and above other carriers. 

Mr. McCarruy. Mr. Chairman, I am very pleased and happy to 
announce that on the Pacific coast, I have never encountered a situa- 
tion like that because our dealings with the steamship lines in the 28 
— I have been in business in my estimation have been quite honor- 
able. 
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Mr. THompson. That is very good to know. 

Mr. Warren. Mr. McCarthy, you have stated that it is impossible 
to segregate forwarding and brokerage functions. As a matter of 
fact, in testifying in docket 767 you stated, and I quote: 

Our activities are so interwound with one or both that I have a difficult time 
determining when I am a freight broker, when I am a forwarder, when I am both, 
when I am neither. I do not know. 

If that position is true, Mr. McCarthy, and I assume that you think 
it is true, J would like to know on what basis can you determine that 
the forwarding fee charged to the shipper is reasonable? 

Mr. McCarruy. Will you repeat that last statement, please? 

Mr. Warren. On what basis can you determine that the forwarding 
fee charged to a shipper is reasonable if you do not know for whom 
you are working? 

Mr. McCarruy. The basis on which the forwarding fee would be 
determined would be based on what I would consider a reasonable 
fee in connection with the handling of that shipment but, on the 
other hand, Mr. Warren, there may be times when that reasonable 
fee may not be reasonable if you are called upon to do more work 
for the shipper than you had contracted for in the first place. There 
are times when you do extend yourself without any additional charge 
to the shipper under unusual circumstances, but to try to define as 
to when there is a split between a freight forwarder’s function and a 
broker’s function, as I stated this morning, this was like Topsy, it 
just grew up. As I mentioned this morning, due to the complexity 
of our trade now and the rules and regulations concerned therewith, 
I believe in my own opinion that they have more or less come together 
like Siamese twins and that is why I make that statement that it is 
hard to differentiate. 

Mr. Warren. Then you are stating that it is difficult or impossible 
to determine if the charge that you make to shippers is reasonable? 

Mr. McCarruy. No; I am not trying to make that assertion; no. 

Mr. Warren. On what basis can you determine that the fee is 
reasonable if you do not know for whom you are working and whether 
or not you are a freight broker or “when I am a forwarder or when 
I am both, when | am neither, I do not know’’? 

Mr. McCarruy. | did not make that statement to the point that 
I am confused as to a charge against the shipper. As I stated before, 
when I make my charge against the shipper, I make a charge which 
I consider would be a reasonable charge to the shipper and the charge 
that I make to the shipper is for functions which I perform for and on 
behalf of the shipper. 

Mr. Warren. If you are stating that, you clearly make a distine- 
tion in regard to the functions that are called forwarding functions 
and performed for the shipper, is that not correct? 

Mr. McCarruy. You could, Mr. Warren, stretch the point where 
there may be a line of demarcation between the functions of a for- 
warder and the functions of a broker, if you take it and split it down 
the middle and say that you stop here when you are serving the for- 
warder and then you begin serving the carrier. The point that [ 
made in that testimony you referred to was that they are so inter- 
twined in many cases that I feel that sometimes I am serving the 
shipper and in the next breath I am serving the carrier. I might 
give you an example. For instance, a carrier may call me up and 
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tell me that a certain cargo on the dock is damaged and what will we 
do about it? 

We take the necessary steps. I am definitely serving the shipper 
in that instance and also serving the carrier. We may have another 
example where the carrier has a shipment on the dock consisting of 
so many cases. A few cases are damaged. 

Consequently, the carrier says, ‘‘ Will we load the cases that are in 
good order or shall we hold it up?” I look at the letter of credit. If 
the letter of credit calls for partial shipment, we can say, ‘‘Go ahead 
and load it so that the shipper will not be penalized.” 

Perhaps I am not explaining it properly, but I am trying to say 
what I meant by intertwined with the steamship company and the 
carrier, the close relationship. 

Perhaps I did not define it rightly. That was trying to put my 
interpretation on it as a forwarder-broker in a dual capacity. 

Mr. WarreEN. You have indicated that you believe that shippers 
are charged reasonable fees, and the fee may vary in each case because 
no two shipments are exactly alike. Is that correct? 

Mr. McCarruy. That is. There are some times, Mr. Warren— 
I do not want to leave the impression that every shipment is different, 
but lots of shipments vary and we might have one case. 

Mr. Warren. Can you explain to this subcommittee again how 
you can charge a shipper a reasonable service fee unless you are aware 
of the services that are rendered to the shipper and there is a clear 
line of demarcation as to those services? How is it possible to arrive 
at a reasonable determination of a fee unless there is a clear line of 
demarcation. 

Mr. McCarrny. If we call my explanation a line of demarcation 
in that respect it would be to the extent of the services that we per- 
form for the shipper. If there is going to be any line of demarcation, 
it will be the services that we perform for the carrier, and you might 
say that that might be the line of demarcation in between those two. 

Mr. Warren. Under the benefit test, you state that some carriers 
perform certain forwarding functions free of charge. You cite this 
for the reason that some forwarders may be waiving their forwarding 
fees. Do you believe that the carrier should make a charge for such 
services it renders? 

Mr. McCarruy. I believe he should. I am going on that as- 
sumption. 

Mr. Warren. Why do vou believe he should? 

Mr. McCarruy. Because I think, Mr. Warren, if we check into 
the bill-of-lading provisions of the various steamer lines, we will find 
that according to the bill-of-lading provisions, that their services 
begin at ships’ tackle and end at ships’ tackle, and it is my position 
that when they extend the services beyond the ship tackle to the 
shipper, by clearing export declarations and entering bills of lading —— 

Mr. Warren. They are rendering services? 

Mr. McCarruy. They are rendering services to the shipper. 

Mr. Warren. They are rendering services without charge. By 
the same token, when a forwarder performs these same functions 
is he not rendering services for the shipper? 

Mr. McCarruy. Without charge? 

Mr. Warren. Where he charges, regardless. 

Mr. McCarruy. Could you restate that? I want to get that. 
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Mr. Warren. The question is, you have stated that where a 
carrier, without charge, renders certain forwarding services, it renders 
those services for the shipper, and you have stated that the carrier 
should be paid by the shipper because these are services for the 
shipper. 

Now, where a shipper designates a freight forwarder and the 
freight ‘forwarder renders these services for the shipper, is he not 
performing these services for the shipper? Is it not his legal responsi- 
bility to perform them for the shipper? 

Mr. McCarrny. Yes, sir. 

Mr. Warren. You have mentioned in your statement, Mr. Mc- 
Carthy, instances where certain steamship lines operated with 
minimum solicitation staffs. Could you furnish the names of such 
steamship lines who operate with minimum solicitation staffs for the 
reason that they know that forwarders are going to bring them cer- 
tain business. Would you furnish a list of such carriers, confidentially, 
to this subcommittee in those cases you have named in your state- 
ment? 

Mr. McCarrny. I will be glad to. 

(The above information will be found in confidential committee 
files.) 

Mr. THompson. You mentioned in answer to a previous question, 
Mr. McCarthy, that when a carrier performs certain functions, among 
which might be the preparation of a bill of lading and other docu- 
ments, that he is performing a service for the shipper; did you not? 

Mr. McCarthy. Yes. 

Mr. THompson. Whose legal responsibility is it to prepare a bill of 
lading? 

Mr. McCarrny. It is my understanding, Mr. Chairman, that the 
legal responsibility in preparing and executing a bill of lading primarily 
rests upon the carrier. 

Mr. Tuompson. To that extent he would not be performing a service 
for the shipper. To the extent of the bill of lading he would not be 
performing a service to the shipper. He would be fulfilling a legal 
obligation that rests on the carrier? 

Mr. McCarvrny. If he issues a bill of lading to the shipper, that is 
correct. You are correct in that respect. 

Mr. Townsenp. Mr. Chairman, | wonder if Mr. Warren would 
restate that last request. I did not get it. I am making notes. 

Mr. Warren. It was mentioned in the statement, Mr. Townsend, 
that there are instances which apparently Mr. McCarthy knows 
about wherein certain carriers maintain minimum solicitation staffs 
because they know that they will get certain business from freight 
forwarders. I wanted a listing of such carriers confidentially sub- 
mitted for our files. 

(The above information will be found in confidential committee 
files. ) 

Mr. Townsenb. Thank you. 

Mr. THompson. In that connection, where a carrier maintains a 
minimum solicitation staff as against those who maintain a large 
staff for purposes of solicitation, would you think it equitable that 
this carrier who maintains the minimum number of solicitors would 
owe the freight forwarder proportionately more for having secured 
cargoes for him than the other carriers who maintain large staffs for 
solicitation? 
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Mr. McCarruy. Generally speaking, Mr. Chairman, I believe that 
would be the case, bearing in mind that at times when a freight 
solicitor, assuming that they have a minimum staff, may call upon 
one freight forwarder that might have 10, 15, 25, or 30 accounts, he 
is able to cover all those accounts in that one call to determine the 
extent of what may be coming forward or what may be in the way of 
cargo, in the nature of cargo. To me, that one solicitor is covering 
a great many accounts, it seems to me that it is more economical for 
a steamship line in this particular case. 

Mr. TxHompson. According to that statement, where one carrier 
has a large staff of solicitors and one has a minimum, depending on 
the forwarder-broker, there is not much equity in them paying the 
same brokerage fee, is there? 

Mr. McCarruy. The answer to that lies primarily with the dis- 
cretion of the steamship line that decided to put on more solicitors 
than the steamship line thai does not put them on. 

I do not know that I answered that properly, but it seems to me 
that the nearest approach to that would be that as far as being equita- 
ble between the steamship lines, it would on the face show that one 
steamship line might be overstaffed as against another steamship line 
competing in the same trade. 

Mr. Tompson. So a flat percentage of one and a quarter would not 
reflect payment of the same amounts for the same services performed. 
You are actually performing more services for the carrier who has a 
minimum solicitation staff as against those who maintain large staffs 
for solicitation purposes. 

Mr. McCarrtny. I think, moneywise, that would be the case. 

Mr. Warren. Mr. McCarthy, do you feel that an individual line 
has any discretion in refusing to pay brokerage? 

Mr. McCarrny. I do. I do think they do. 

Mr. WarrEN. Would you elaborate on that, please? Do you 
know of a case? 

Mr. McCarrtny. I do know of a case. One of our witnesses who 
will follow me could answer that better than I could. 

You understand, I have heard cases; I have no factual evidence. 

Mr. WarreEN. You have no evidence? 

Mr. McCariny. I have heard cases where they have refused the 
payment of brokerage. 

Mr. Warren. Mr. McCarthy, we will withdraw that. You do 
not have to answer that. 

Suppose there are 5 lines in a given trade; 3 of them decide that 
they desire to pay brokerage. Do you feel that as a matter of eco- 
nomics, the remaining two are going to be required to pay brokerage 
if they are to economically survive? 

Mr. McCarruy. I would think so, Mr. Warren. 

Mr. Warren. You would think so? 

Mr. McCartuy. There are competitive reasons there. I think the 
answer, to me, is quite obvious that they would be. 

Mr. WarrEN. Before docket 657 in what instances was brokerage 
paid on the west coast? 

Mr. McCarrtny. To give the historical background on that which 
is in the previous decisions in 645 and 657, up to 1923 brokerage was 
paid in the Pacific Westbound Conference. 

Mr. Warren. Was that the only conference? 
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Mr. McCarruy. No; it was also paid in the Pacific Coast European 
Conference. 

Mr. Warren. They are the only two conferences? 

Mr. McCarruy. They are the only two. 

Mr. Warren. Since docket 657, how many conferences are paying 
brokerage today on the west coast? 

Mr. McCarrny. I believe all of them are paying brokerage. There 
is an exception in the South African trade and trade to Australia and 
New Zealand. 

Mr. Warren. Based upon your business experience as a freight 
forwarder, do you feel that an individual line may refuse to pay 
brokerage even if it does not desire the services of a freight forwarder, 
assuming the shipper has designated a freight forwarder? 

Mr. McCartuy. I believe that would be a correct statement, Mr. 
Warren. I believe that if a steamship line desires to use their mana- 
gerial discretion and they feel that they do not wish to pay brokerage, 
I think that is within their right to do so. 

Mr. Warren. Do you feel there is anything such as managerial 
discretion as stated in docket 657? 

Mr. McCarruy. Yes, I do. 

Mr. Warren. Do you know of any lines today who are not paying 
brokerage on the west coast since docket 657? 

Mr. McCarrtuy. I mentioned the South African trade and the 
Australian trade. 

Mr. Warren. The Australian trade? 

Mr. McCartny. Yes. 

Mr. Warren. How many lines are in that trade? 

Mr. McCarrnuy. In the South African trade, I stand to be cor- 
rected but I believe you have 2 lines, and in the Australian trade 
you have 2 lines, possibly 3 

Mr. Warren. Mr. McCarthy, do you believe that an application of 
minimum fees is desirable? 

Mr. McCarrtuy. With respect to forwarding, you mean? 

Mr. WarrEN. Yes. 

Mr. McCarrry. I think, Mr. Warren, that that is a good question 
and that is one that we are approaching throughout all this conference 
agreement. Ido not know whether you have a copy of this agreement 
or not, but in that agreement we spell out in one paragraph the ques- 
tion of minimum fees, one of which we are making a study of, and we 
hope to come up with something of that sort in the future. 

Mr. WarrEN. Has that agreement been approved? 

Mr. McCarruy. No;it has not been approved, but we have already 
received, I believe, something like 7 or 8 signatures on the agreement. 
We started a few days ago and when we have sufficient signatories on 
that agreement, we will file it with the Federal Maritime. 

Mr. WarREN. Seven or eight out of sixty-six forwarders? 

Mr. McCarruy. We just started a few days ago. 

Mr. Warren. How long have you been subject to the Shipping Act 
of 1916? 

Mr. McCarruy. Since 1949, and please bear in mind, Mr. War- 
ren—— 

Mr. Warren. 1946. Wasn’t that the date? 

Mr. McCarruy. Since the American Union Transport case. 
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Please bear in mind, Mr. Warren, if you will, and I would like to 
give this subcommittee something to think about in that regard: 
that the forwarding industry has been an old, old, industry so far as 
our records show, and that it was not until the American Union Trans- 
port case that we were aware of any regulation by a regulatory body 
such as the Federal Maritime Board, and I think we have had a lot 
of confusion since that American Union Transport case. It has taken 
some time for us to grasp the import of all of this but we here on the 
Pacific coast are striving and honestly striving to regulate our industry 
and we think that with this forwarders agreement that we have that 
it will be a helping hand to the Federal Maritime Board as well as to 
the steamship conferences and the exporters and our foreign com- 
merce in general. 

Mr. WarrEN. How do you think it is possible to devise a system of 
minimum fees wherein you acknowledge that the services are different 
on every shipment? 

Mr. McCarruy. Well, a minimum fee would be, as I understand it, 
that we would not be going out offering to give services entirely free 
to a shipper. Our minimum fee would be based on the minimum 
amount of service that we give to a shipper. It does not necessarily 
say that that is going to be the fee that will be charged the shipper. 

‘Mr. WarreN. Mr. "McCarthy, in regard to solicitation, if a carrier’s 
solicitor solicits a shipper, is he not paid a commission by the carrier 
for such solicitation? 

Mr. McCarruy. A commission or a salary. 

Mr. WarkrkEN. A commission or a salary. What is he paid this for, 
obtaining the cargo for the line or what? 

Mr. McCarruy. Well, a solicitor is paid a salary, as I understand 
it, and it is for solicitation of cargo. 

Mr. Warren. He is paid a salary if he isanemployee. If he is an 
agent, he might be paid a commission? 

Mr. McCarruy. That is right, he might be paid as high as 5 
percent. 

Mr. WarREN. For soliciting cargo; is that correct? 

Mr. McCarrny. That is correct. 

Mr. WarrEN. Let us assume that that shipper designates a freight 
forwarder. Now, does the carrier also pay the freight forwarder for 
obtaining the same cargo? 

Mr. McCarruy. That could be; yes, sir. 

Mr. WarrEN. So on the same shipment the carrier is paying his 
own solicitation agent and secondly, is paying the forwarder? 

Mr. McCarrtuy. Not in the same amount, Mr. Warren. 

Mr. Warren. Not in the same amount but there are two separate 
fees coming from the carrier. The fee from the steamship solicitor is 
purely for obtaining business and the fee to the forwarder, depending 
on the definition, would vary. Then, does not the shipper pay a 
service charge to the forwarder and the service charge in part is based 

pon booking or securing the cargo? So do we not have 3 different 
fe ‘es paid, 2 of which are by carriers, and 1 by the shipper for obtaining 
or securing the cargo on the same shipment? 

Mr. McCarruy. I could not agree with you, Mr. Warren, on the 
question of fees. When a man calls around to see Mr. John Jones of 
the X company in solicitation, he may call maybe once a month or he 
may call once a week, and he may or may not get any cargo, but he is 
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in there just to say, ‘Hello, how are you, and I represent a certain 
steamship line. Don’t forget us if you have any cargo.” I can 
hardly say, unless I am wrong, that he is being paid a fee “of any kind 
because that call on that particular shipper and that man being on a 
salary may represent only a very infinitesimal part of that salary in 
making that call, whereas the freight forwarder and broker in per- 
forming these services are doing so much for the shipper and so much 
for the carrier. Maybe T misunderstood vou. 

Mr. Warren. Mr. McCarthy, I was assuming in the question that 
a steamship solicitor actually goes out and obtains a shipper, and 
because hahns obtained the shipper a booking results. The carrier is 
going to pay the solicitor either a commission or a salary. Am I not 
correct? 

Mr. McCarruy. That is correct. 

Mr. Warren. Take it a step further. We are assuming in the 
same case on the same shipment that the shipper designates a freight 
forwarder. We have stated earlier in these proceedings that one of 
the functions of a freight forwarder is securing or booking cargo, and 
that he is paid for this service by the shipper and also by the carrier. 
On the same shipment for securing or booking the cargo is not a fee 
paid by the carrier to the solicitation agent, by the carrier to the 
freight forwarder, and by the shipper to the fre ight forwarder? 

Mr. McCarruy. That assumption is correct; yes, sir. 

Mr. Warren. That is my point. 

Mr. McCarthy, 1 observe in your statement that you endorse a 
licensing statute. Do you prefer a statute designed to regulate cus- 
toms brokers or ICC forwarders? 

Mr. McCarruy. I would be inclined to lean toward the customs 
brokers. The license system is one we feel that the Board should 
adopt, but I would be very hopeful that before the Board adopts any 
licensing system, that they confer with the forwarding industry to go 
over the matter so that we have a clear understanding of the import 
of the license and what it will accomplish. 

Mr. THompson. Has your group ever recommended to anybody in 
authority that you would like a licensing system? 

Mr. McCarruy. I believe that our counsel, Mr. J. Richard Town- 
send, has expressed that thought to Mr. Lloyd Tibbott in the Office of 
Regulation in the Federal Maritime Board, and we have discussed it 
generally amongst ourselves. 

Mr. Tuompson. You have made official representation to officials 
of the Maritime Administration? 

Mr. McCarruy. If I may be permitted to ask Mr. Townsend if 
that is the case. 

Mr. THompson. Yes. 

Mr. Townsenp. We have, Mr. Chairman, discussed it. I have 
personally discussed it with Mr. Lloyd Tibbott, the Chief of the 
Regulation Office of the Federal Maritime Board and have told him 
that we favor it. 

Whether you would consider that an official endorsement or state- 
ment, I do not know. We have not made any formal written sugges- 
tion or recommendation to the Board because it has been our under- 
standing that the Board presently does not have that licensing 
authority. 
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Mr. Tuompson. Have you ever heard them make a representation 
as to whether they thought licensing would be a proper thing or not? 

Mr. TownsEND. No; but I think I should state to make the record 
clear that as early as 1947, which was the New York forwarding 
investigation, a recommendation was made to the Board, I think in 
the form of briefs filed in the name of the New York Forwarders 
Associations, which were submitted to us for our investigation before 
they were filed, and recommendations were made for a form of licensing 
which went way beyond General Order 72, which came out of docket 
621. 

Mr. Tompson. No reaction has been observed in the officials of 
Maritime? 

Mr. Townsenp. No; we understand that the Maritime Commis- 
sion at that time took the position that they did not have the neces- 
sary legislative authority to prescribe the form of licensing that was 
recommended by the forwarders. In other words, the forwarders 
wanted FMB numbers limited to what they called independent freight 
forwarders and brokers and the Board in effect said that they cannot 
do that under the existing law. They had to give anybody a license 
who applies for it, an FMB member, 

Mr. Tuompson. Thank you. 

Mr. Warren. Mr. McCarthy, I read another statement from a 
reputable freight forwarder who said, several years ago, concerning 
the facts which must be considered by the forwarder in fixing his 
service charge: 

Well, we consider first of all what the work is. That is what we have got to 
consider first of all. You can’t fix fees until you know what the work is going to 
be. We first of all consider what the work is going to be considering the individual) 
requirements of the shipper, what he wants to do and all the necessary details 
connected with that. Then we consider what the possibility of the revenue is 
from it. We consider the nature of the material. We consider the size of the 
material and we consider what we have to do ourselves. After we have considered 
all that, we consider what our revenue is going to be and in considering what our 
charges have to be, we also take into account what is the possible revenue we 
might get from brokerage. It is part of our general procedure in arriving at a 
price. 

Do you agree with this statement, Mr. McCarthy? 

Mr. McCartny. I think it is a fair statement, Mr. Warren. I do 
not think we should hide any fact that the freight brokerage plays an 
important part on the determination of forwarding fees and, as I 
stated in my opening brief here this morning, if you were to eliminate 
the freight brokerage you would eliminate the forwarding business 
to a great extent. 

I think that is a pretty fair statement he made there. 

Mr. Warren. Mr. Chairman, I have no further questions. 

Mr. Tompson. Do you have questions, Judge Chase? 

Mr. Cuasr. I have a few questions. 

Mr. McCarthy, under the present procedures, from your knowledge 
of the situation, is it possible for the Board to decline to permit a 
broker who is found, let us say, guilty of improper practices, to 
reregister as a forwarder? 

Mr. McCarrny. Well, Mr. Congressman, I am presuming that the 
forwarder in question, after being reprimanded by the Board and the 
improper practices continue, that he could come before the Board 
again and state that he will adhere to the provisions of the Shipping 
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Act to the fullest extent. I presume that the Board would permit him 
to reregister. Is that the answer to your question? 

Mr. Cuase. I wanted to ascertain whether under the present pro- 
cedure it is possible to eliminate the forwarder who has been charged 
and found responsible for improper practices. 

Mr. McCarrtny. I think under the present statute of the Shipping 
Act that the Board has the power to eliminate, if you put it that way, 
or to discontinue giving that forwarder a registration number if he 
has violated the act. But your question, as I understood it, was to 
reregister. 

Mr. Cuase. Yes. 

Mr. McCarruy. I presume that he could reregister after he satisfied 
the Board that he will not enter into any more of those practices that 
may be in violation of the act. 

Mr. Cuase. I notice from your brief that you indicate that you 
would favor a licensing system. That would require, of course, I 
assume, the Board to inquire into the records of all of the forwarders 
who would come up for licensing. 

Mr. McCarruy. I think it should, Mr. Congressman. I think 
that the Board could do it through a questionnaire. Perhaps they 
could increase their personnel for the purpose of inaugurating the 
the licenses. Perhaps I could suggest something like this: The Board 
could go to the various ports, like San Francisco, and have their 
personnel come here and investigate the forwarders to see that if 
and when the license is granted that the license is properly granted. 
[ think that is where our forwarders conference agreement will come 
in very handy and readily in working with the Federal Maritime 
Board to determine those particular issues. 

Mr. Cuass. By establishing a licensing system whereby it would be 
impossible for any forwarder to continue in business unless he got his 
license necessarily the Board might be eliminating a number of for- 
warders who have been in the business; am I correct? 

Mr. McCarrtuy. Well, I presume that you would sort of more or 
less apply the grandfather clause there and wait until the individual 
forwarders came before the Board and stated their qualifications and 
so forth, and then a license would be granted. 

Mr. Cuass. I was wondering whether instead of the Board adopting 
or following a licensing system and requiring a license as a prerequisite 
to continue in the forwarding business that possibly we could let the 
forwarders themselves eliminate the undesirables among their ranks 
by, in the future, declining or failing to comply with the reasonable 
rules and regulations of the Board. 

Mr. McCartuy. That is one of the purposes, Mr. Congressman, of 
this conference agreement that I have in mind here insofar as the 
Pacific coast is concerned. 

Mr. Cuase. In other words, those who are in the business would 
stay in until in the future they eliminated themselves by failing to com- 
ply with the reasonable rules and regulations? 

Mr. McCarruy. That is correct, by improper practices and things 
which we feel are in violation of the Shipping Act. 

Mr. Cuass. That is all. 

Mr. Warren. Mr. McCarthy, do you feel that the Pacific Coast 
Association is coming forth with this conference agreement after 7 
long years? 
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Mr. McCarrtuy. Ido. I really do, Mr. Warren. 

Mr. Warren. Why do you feel that to be the case today? 

Mr. McCarruy. Well, we have worked on it 7 years and we have 
had the advice of our counsel, Mr. Townsend, who has informed us. 
As I said before, Mr. Warren, since the American Union Transport 
case, after an industry goes on for some years without regulation and 
then they are faced with regulation, there are so many of them who do 
not understand the various parts of the Shipping Act. Mr. Townsend 
has been very helpful to us in explaining the import and what is behind 
the American Union Transport case and what it means to the for- 
warding industry, and it has taken some time to educate us along 
those lines. I think we have now reached the point where there will 
by many of us who will go along with this forwarders conference 
agreement and strive to better our relationship with the steamship 
companies, with the exporters, and with every one else, and par- 
ticularly with the Federal Maritime Board. 

Mr. THompson. How many meetings has your association held 
this regard in the past 6 or 8 months? 

Mr. McCartuy. With this conference agreement? 

Mr. THompson. Yes. 

Mr. McCarruy. I would say offhand possibly 8, 9, or 10, something 
like that. 

Mr. TuHompson. How many have been held in the period prior to 
that over the past 7 years? 

Mr. McCarruy. We have been discussing it right along, Mr. 
Chairman. 

Mr. Thompson. But you have had more concentrated effort put 
forth in the last several months than you have before? 

Mr. McCarrny. | would say more concentrated effort in possibly 
the last 2 years. 

Mr. Warren. How many formal meetings have you had during the 
last 7 years at which you have discussed this matter? 

Mr. McCarruy. I would have to go back to the record. 

Mr. Warren. Would your records’ supply this? 

Mr. McCarruy. I think it could. ‘I believe it could. 

Mr. Warren. We would be interested in obtaining the information. 

Mr. MeCartuy. We have been discussing this on and off and as a 
matter of fact what has sort of delayed it at times has been the con- 
stant contact we have had with the Federal Maritime Board through 
Mr. Lloyd Tibbott. 1 think it was in 1952, or 1951 or somewhere 
around there, Mr. Townsend spent a day or a day and a half with 
them and then again and then again and we have finalized it now 
and think it is ready to go forward. 

Mr. THompson. How did your contact with Mr. Tibbott delay 
your determination? 

Mr. McCariny. I would not say delay it but only in this respect: 
that he held it with his staff, going over it for 4 or 5 days. Then he 
returned it to Mr. Townsend and Mr. Townsend would rewrite it 
and send it to all the members and we would study it again. It kept 
going around and around. Then we would send it back. 

Mr. THompson. When did you first propose such an arrangement 
to Mr. Tibbott? 
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Mr. McCarrnuy. I believe it was about 1952 or 1951. I am sorry. 
[ am corrected. It was back in 1946 or 1947 that we discussed it 
with Mr. Tibbott. 

Mr. Toompson. Were you encouraged to develop such a conference 
by Mr. Tibbott? 

Mr. MeCartuy. Were we encouraged? 

Mr. THompson. What were his recommendations in that regard? 

Mr. MecCariny. We initiated the idea. 

Mr. TuHompson. I know that, but were you encouraged? After 
you contacted him, were you encouraged and spurred on to develop 
such a conference? 

Mr. McCarruy. Yes, sir, we were encouraged by Mr. Tibbott and 
he thought it was a step forward, a step in the right direction. 

Mr. Warren. What is the thinking of your association member- 
ship in regard to minimum fees? Is that going to be possible to ac- 
complish in your conference agreement? 

Mr. McCarrny. There is a great deal of thinking along that line, 
Mr. Warren, and I hope we do accomplish it. 

Mr. Warren. If you do not accomplish it, do you think that the 
conference agreement is going to achieve the objective of eliminating 
all cases in which there might be evidence of indirect rebating or taking 
brokerage into consideration? 

Mr. McCarruy. I think we will go a long way toward that, Mr. 
Warren, but to make the statement that it will eliminate all of it 
would be a presumption on my part which I would not care to make, 
but I might be optimistic to answer in the affirmative by saying that 
[ believe it will. 

Mr. Warren. Even if minimum fees are not adopted as a part of 
the agreement? 

Mr. McCarruy. Well, with respect to violations of the act, I think 
it will, but with respect to minimum fees, I am hoping that we can 
accomplish that in the due course of time. 

[ would not make any definite promises of that but we are working 
toward it and I am very hopeful that we will accomplish it. 

Mr. Warren. How would you police your industry in eliminating 
violations of section 16? 

Mr. McCarruy. Well, I will put it this way, Mr. Warren: If we 
have any members—well, perhaps the committee should have a copy 
of our proposed conference agreement, but in that conference agree- 
ment 

Mr. Warren. Would you please furnish a copy of the agreement? 
We will hold it confidential as we will other files. 

Mr. McCarruy. All right. 

We feel there are enough teeth in the conference agreement for us 
to not only self-regulate ourselves but we are going to look to the 
Federal Maritime Board and not only the Federal Maritime Board 
but the various steamship conferences for assistance in seeing to it 
that we are able to regulate ourselves and if we find any violations that 
we think are well founded, I think that we can take appropriate steps 
to have it corrected. 

(The above information can be found in confidential committee 
files.) 

Mr. Warren. Mr. Chairman, I have no further questions. 

Mr. THompson. Do you have questions? 
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Mr. Davipson. No. 

Mr. Tuompson. Judge Chase? 

Mr. Cuase. | have no questions. 

Mr. Tompson. [| have one final question, Mr. McCarthy. 

Do you know of any shipper on the west coast who ships cargoes 
books them with carriers, in which carriers corporation the shipper 
owns stock and which shipper refuses to name freight forwarders? 

Mr. McCartny. No, sir; I do not. 

Mr. THompson. You know of none? 

Mr. McCarruy. No, sir. 

Mr. Toompson. Thank you very much, Mr. McCarthy. I appre- 
clate vour coming over. 

We kept you longer than planned. 

Mr. McCarrny. I wish to thank the committee for the opportunity 
of being here and giving you what I could. 

Mr. THompson. You have given very clear testimony. We appre- 
ciate your coming over. 

We are going to have to move along. 

Next we have Mr. Mark H. Beach. 

Mr. Beach, would you identify yourself to the reporter and give 
your prepared statement? 
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STATEMENT OF MARK H. BEACH, PRESIDENT AND GENERAL 
MANAGER OF SEAPORT SHIPPING CO., PORTLAND; ACCOM- 
PANIED BY J. RICHARD TOWNSEND FOR PACIFIC COAST CUS- 
TOMS AND FREIGHT BROKERS ASSOCIATION AND LOS ANGELES 
CUSTOMS AND FREIGHT BROKERS ASSOCIATION, INC. 


Mr. Bracn. My name is Mark H. Beach. I am president and 
general manager of Seaport Shipping Co., Portland, which is a corpora- 
tion engaged in business as an export freight forwarder and broker. 
I have been owner or president of that company since 1939, and I have 
been engaged in the export freight-forwarding and brokerage bus'ness 
since 1930. The office of this company is located in Portland, Oreg. 
The company is a member of the Pacific Coast Customs and Freight 
Brokers Association. 

My views with respect to the various subjects which the subcom- 
mittee has specified for discussion can be expressed very briefly by 
stating that I subscribe to the statements made by Mr. M. J. 
McCarthy. 

I desire to supplement his statements in a few respects which may 
be helpful to the subcommittee. 

Our company handles, as an export freight forwarder and broker, 
all the several commodities that move from ports in the Pacific 
Northwest. Two items make up, tonnagewise, by far a larger per- 
centage of the export traffic from the Pacific Northwest to Europe, 
the Orient, South America, and Central America. These commodities 
are grain in bulk and lumber. In order to enhance the value of our 
oe rvice, we have given particular attention to the procedures demanded 
for the proper handling of these commodities. It might be helpful 
to the subcommittee if I outlined brie fly the functions our company 
performs in connection with the handling of bulk grain and lumber 
on regular berthline vessels in the trades that I have just mentioned. 
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Of these two items I will first discuss grain in bulk. In growing up 
in this business, I came to the realization that in order to provide an 
effective service to the exporters and the carriers it would be necessary 
to acquaint myself and the people in my organization with the peculi- 
arities and special demands of this trade. As a result I devoted 
considerable time in research and study of these needs to the end of 
fulfilling these requirements. 

For the freight forwarder and broker to provide this effective 
service, he has the daily task of keeping informed as to the carriers’ 
needs of cargo and what space he has available; from the exporters, 
information as to their needs for space; information from worldwide 
sources as to the prevailing freight rates of competing carriers, such 
as tramp ships. This information, together with other observations, 
when totaled and evaluated, is made available to both carrier and 
exporter to whom it has proved extremely useful, judging by the 
many inquiries we receive. The exact details of what our company 
does in connection with a specific shipment vary from shipment to 
shipment because of varying circumstances. 

I will cite the details of a typical instance: An exporter receives 
a cable inquiry from a prospective buyer abroad. In connection with 
securing his coverage for grain, he asks us if we know of a specific 
quantity of space being available at a time and rate to meet his needs. 
Perhaps I should state that freight rates on bulk grain are generally 
“open rates,’”’ which means that they continually fluctuate and are 
open to negotiation on each shipment. If we do not have immediate 
knowledge of such space being available we canvass the trade. 

When the space is located we secure an option from the carrier for 
the account of the exporter, which option is usually granted for a 24 
hour period. The option states the quantity, rate, name of vessel, 
anticipated loading date, point of shipment and discharge. We 
submit the option to the exporter who makes his offer of commodity 
and space by cable to the prospective buyer. Considerable time and 
effort is expended by us in securing the information as outlined above 
and it is frequently difficult to find a vessel which will load at the 
desired time and place and will have the desired amount of space 
available for the grain in question. Our knowledge of space and 
cargo conditions, constantly renewed, enables us to secure an option 
so that the exporter may promptly make a firm offer in reply to his 
inquiry. 

If the prospective buyer accepts the offer, we then instruct the 
carrier to issue a booking contract which we submit to the exporter for 
signature, returning a signed copy to the carrier. Thus the booking 
is consummated. 

If it should develop that the freight rate requested by the carrier 
is not commensurate with the ability of the exporter to pay we enter 
into further negotiations with the carrier to establish a rate satisfactory 
to both parties. 

After the shipment has been booked, we work closely with the 
carrier and the terminal where the grain is to be loaded in order to 
coordinate the movement of the ship so that a berth will be available 
for the vessel at the terminal at the time desired. When requested, 
we prepare and file the export declaration and prepare the bill of lad- 
ing. We present the latter to the steamship company for signature, 
and, if required, arrange for the payment of freight charges to the 
carrier. 
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While the above description is typical, it by no means covers all 
situations that arise. In any case, the services we perform are of 
benefit to carrier and exporter. 

More often than not we work on prospective shipments of grain 
which fail to materialize. Many inquiries come into the market, and 
4, 5, or 6 exporters may be working on the same inquiries. We would 
feel quite happy if we could book 10 to 15 percent of the i inquiries that 
we receive. There is no compensation to us on the inquiries we handle 
which do not materialize into sales and shipments. 

The situation with respect to shipments of lumber is substantially 
the same as in the case of grain, except that lumber involves the prob- 
lem of outport loading to a much greater degree than is encountered 
with grain shipments. The outports for lumber range from Belling- 
ham, Wash., to Eureka, Calif. The minimum required in order for 
a vessel to load lumber at an outport varies from 200,000 feet to a 
million feet of lumber. The ocean freight forwarder and broker plays 
a very important part in connection with the loading of lumber at 
outports. 

For an example, an exporter of lumber receives an offer for, say, 
250,000 feet of lumber for loading at a particular outport. He con- 
tacts us and asks us whether he should accept the business. We 
know that it will be necessary to have a minimum of 500,000 feet of 
lumber in order for a vessel to call at this particular outport. Based 
upon our knowledge of conditions in the lumber trade and our knowl- 
edge of other firm business or other business on which we are working, 
we would advise the exporter to go ahead and confirm the sale if we 
believe that enough additional shipments would be available for the 
call of the vessel. The exporter would proceed to act upon our advice 
in accepting the business. 

When the different prospective shipments that we had in mind were 
finalized, we would make the bookings for the different shipments and 
thus secure for the vessel the required 500,000 feet to justify the call 
of the vessel at the outport. It is not uncommon that from tis be- 
ginning the business would be increased up to a million feet or more 
before the vessel’s loading date at the outport. 

The situation can and does arise in the opposite manner. In one 
of our frequent conversations with a carrier, the carrier indicates that 
he would be interested in cailing at a particular outport for a million 
feet of lumber. We contact our exporter clients and suggest to them 
that they send out cables to see if they could develop some business 
through that outport. We contact several exporters in this connec- 
tion so that their combined shipments would equal the required mini- 
mum. Asa result we are frequently able to develop enough business 
to meet the minimum requirement for the call of the vessel at the 
particular outport. 

\fter the lumber has been booked, we perform the other functions 
that 1 have mentioned in connection with the shipments of grain, to- 
gether with any functions specifically required by lumber. 

I want to emphasize that the services we perform in connection 
with shipments of grain and lumber assist in generating business for 
the benefit of both the carrier and the shipper. The foregoing, of a 
necessity, only briefly illustrates a segment of our operation, but I 
sincerely desire to emphasize that the services we perform require 
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experience, good judgment, integrity, ingenuity, and a large amount 
of plain hard work. 

There is one final point that I desire to mention briefly. That is 
the importance and necessity of brokerage to the freight forwarders 
and brokers m the Pacific Northwest. The brokerage revenue 
received by my company represents 73 percent of the total forwarding 
and brokerage revenues of the company. We could not possibly 
continue in business without such brokerage revenue. I might add 
that my company is closely associated in business with Seaport 
Shipping Co. (Seattle), although they are entirely separate companies. 
The brokerage revenue of Seaport Shipping Co. (Seattle), whose 
office is located in Seattle, Wash., represents 87 percent of the total 
forwarding and brokerage revenues of that company. It is per- 
fectly obvious that if that company were to be deprived of brokerage, 
it would be out of business practically overnight. 

The commodities that are exported in heavy volume from thePacific 
Northwest are, generally speaking, commodities in which the ex- 
porters meet very severe competition from sources of production 
abroad. It would be absolutely impossible for the exporter to meet 
this competition if required to assume payment of freight brokerage. 

Mr. THompson. Thank you very much, Mr. Beach. 

You mention in the latter part of your statement that approximately 

percent of your total revenues are from the brokerage fees which 
vou collect. 

Mr. Breacn. That is correct. 

Mr. THompson. Do you feel that 73 percent of your efforts in the 
freight forwarding and brokerage business are for the benefit of the 
carrier? 

Mr. Bracu. It is difficult to answer it on a percentage basis that 
way. The amount of percentage of brokerage fluctuates from area 
to area and commodity to commodity in proportion to the way the 
commodity is shipped. The commodities I have mentioned usually 
move in large volume. For instance, in grain a fairly small shipment 
is considered 1,000 tons or 2,000 tons. That might be covered by one 
bill of lading and the service fee in that connection would be com- 
paratively small to the overall freight picture, while in San Francisco 
and in some cases in our place where you have a smaller volume of 
cargo broken up into many bills of lading, the service fee would have 
been a higher percentage. 

So I cannot answer or do not think that I can answer that 73 percent 
of the effort would be for that, because in another part of our office 
handling a different commodity the percentage would be different. 

Mr. THompson. Under the rule of competition, however, the rela- 
tion between the cost to you and the price you receive would be 
commensurate, would it not? 

Mr. Beacu. Yes. 

Mr. THompson. But in this case it does not work that way? 

Mr. Bracn. There is a little difference on working grain because 
the majority of the work in connection with finalizing a grain ship- 
ment is done before the shipment actually takes place because of the 
time involved in the transaction of getting the option, dickering back 
and forth, if necessary, and the large amount of time it takes to keep 
yourself fully informed as to market and rate conditions, which 
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information is essential to your shipper clients, and it is essential to the 
carriers because it is in rapid fluctuation all the time. 

Mr. THompson. I see. 

On page 3, Mr. Beach, you mentioned that 


Considerable time and effort is expended by us in securing the information as 


tlined above and it is frequently difficult to find a vessel which will load at 
e desired time and place and will have the desired amount of s] 


Space avualli 
hle. * * * 
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That would be primarily a service to the shipper, would it not? 

Mr. Breacn. As I say, conditions change rapidly. 
have a shortage of cargo. 

Mr. THompson. I mean under the premise that would be a service 
to the shipper? 

Mr. Beacn. Yes, but it balances itself off, very much so. 

Mr. THompson. You mention further “the freight rate is not 
commensurate,’ so you enter into negotiations to reduce that. 

Mr. Beacnu. That is right. 

Mr. THOMPSON. That is a benefit for the shipper, to accommodate 
his ability to pay? 

Mr. Beacu. It is also a benefit to the carrier because through those 
negotiations there is a piece of business done that is acceptable to 
him. 

Mr. THompson. Are you acting as agent for the carrier or the 
exporter in such a negotiation? 

Mr. Breacu. On a negotiation of that kind we are operating : 
broker. 

Mr. THompson. For the carrier? 

Mr. Beacu. In some cases we could be. It depends on who asks 
us to generate the business. 

Mr. THomrson. You stated that: 


If it should develop that the freight rate requested by the carrier is not 
mensurate with the ability of the exporter to pay * * 


One week you 


coIn- 


then you enter into certain negotiations. 

Mr. Beacu. We are doing it in that case but the reverse of the 
situation could be true, because we might have a shipper with some 
cargo and the carrier with space and the carrier wanting a higher rate 
in which case we would enter into negotiations with the shipper to 
get the rate up. 

Mr. THomrson. Whose agent are you? 

Mr. Bracu. I am an independent contractor. 

Mr. THompson. Would it not depend on who secured your services 
first as to whom you would represent, the carrier or the shipper? 

Mr. Beacu. That probably could be defined that way. I have 
never thought of it myself in connection with that way. 

Mr. Warren. Would that not be controlling? Who designated 
you, or who caused your existence? 

Mr. Breacu. From a legal standpoint, I would not know how to 
define that. 

Mr. THompson. You primarily operate as the agent of the shipper; 
is that not true? 

Mr. Bracu. Yes. 

Mr. THompson. In a case where you negotiate for rates you would 
certainly not try to negotiate your principal up. You would try to 
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negotiate the carrier down if the shipper told you, “You are my 
agent. I can’t pay the price they are asking, so please negotiate.”’ 

Mr. Beacu. It has happened the opposite, I can assure you. 

Mr. Tuompson. You assure your principal, for whom you are 
acting as agent, that he should agree to pay more? 

Mr. Beacu. That has happened. 

Mr. Davipson. You may sometimes show the carrier that it is to 
the carrier’s advantage to take a lower rate, is that so; so that in that 
sense by getting it down for the shipper you are benefiting the carrier, 
too? 

Mr. Beacu. Then the carrier might come to us and everybody 
does not keep in touch with the grain market and does not know the 
market today. They will call and say, ‘‘What should we be quot- 
ing?’’ I have had that happen where the carrier wants to know the 
level of the rates. They know that I make a study. 

Mr. THompson. You state further: “If required we arrange the 
payment of the freight charges to the carrier.” You are servicing 
whom? Are you acc commodating the shipper? 

Mr. Beacu. The term “if required” means “if some shipments go 
forward freight collect and there is no necessity for the payment of 
freight charges,”’ so that is the “required” and the other is “if it is 
required.”’ It is the same instance as Mr. McCarthy testified to. 

Mr. THompson. When you arrange for the payment of freight on 
a prepaid shipment, you are acting then to accommodate the shipper, 
are you not? 

Mr. Beacu. Well, we are getting the money to the carrier right 
quick when he wants it. 

Mr. THompson. That would be the obligation of the shipper? 

Mr. Bracu. Yes, we are helping both. It is the obligation of the 
shipper to get the money to the carrier if that is what he wants. 

Mr. THompson. When you arrange that, you are the agent for the 
shipper, because you are accommodating him? 

Mr. Beacn. We are putting out money for his account to the 
carrier. 

Mr. Tuompson. You are accommodating and servicing the shipper 
because if you did not exist the shipper would have that responsibility? 

Mr. Breacu. That is right. 

Mr. THompson. Then, you mention: 


Many inquiries come into the market, and 4, 5, or 6 exporters may be workin; 


on the same inquiries. We would feel quite happy if we could book 10 to 15 
percent * * * 

Then, you are looking for a booking when you have inquiries about 
grain shipments. You feel fortunate if you can secure 10 or 15 
percent for your principals? 

Mr. Beacu. No; that is not the 10 or 15 percent. 

For instance, a buyer abroad puts out an inquiry to grain people to 
quote, say, on a thousand tons of grain. He might put out that in- 
quiry to a half a dozen people to get the best prices he can. All these 
people will have to go, if they do not own the grain, to get an option 
on the grain and if it is a C and F sale, they will have to get an option 
on the freight. They do it or use their forwarder or broker to get the 
options on that freight. Two or three of those customers might be 
mine and two or three might be someone else’s customers. If that 
business is finalized that means that inquiries have been made to all 
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the carriers in the trade for 5 or 6 prospective shippers, only one of 
which will do the business. 

Mr. TuHompson. But the service there is primarily for the shipper; 
is that correct—as your principal? 

Mr. Bracu. Well, he is the one that has told us to get the freight; 
ves. 

' Mr. THompson. So you are performing service for the shipper. 

Mr. Beacu. Yes. 

Mr. TuHompson. Then, later you mention: 

Based upon our knowledge of conditions in the lumber trade and our knowl- 
edge of other firm business or other business on which we are working, we would 
advise the exporter to go ahead * * * 

Is this the exportation of lumber in smaller lots to take in a larger 
one? 

Mr. Beacn. That is right. 

Mr. THompson. You state: 

We believe that enough additional shipments will be available for the call of 
the vessel. 

Mr. Breacu. They place minimum requirements on it; yes. 

Mr. Tuompson. You go to various principals who are shippers to 
see if you can secure enough lumber to avail yourself of a bottom 
coming into an outport. Again, vou are doing a service for the 
shipper? 

Mr. Bracu. The carrier has been the one that stated that he 
wanted a certain minimum and if we can build up the minimum he 
will put the ship in there. 

Mr. THompson. He has stated that he would not come in unless 
you can furnish a certain minimum? 

Mr. Breacu. He is plenty anxious to get the business so I think it 
is a service to him. We are serving both. 

Mr. THompson. But if a shipper has 100,000 board feet of lumber 
it would be to his advantage for you to contact other shippers until 
you obtained an amount the *y could ship? 

Mr. Beacu. It would be a great advantage to that shipper so that 
he could consummate that 100,000 feet. 

Mr. THompson. So it is a service for the shipper as well as for the 
carrier, if not more so? 

Mr. Beacu. Yes. 

Mr. Tuompson. Proceed, Mr. Counsel. 

Mr. Warren. Mr. Chairman, I request that the witness furnish 
for our confidential files the names of any shippers who became 
exporters because of his intervention. 

Mr. Bracu. Now, any shippers who became exporters? 

Mr. Warren. Who had not previously exported. 

Mr. Breacn. New exporters? 

Mr. Warren. Who had not previously exported but who are now 
exporting since the beginning of 1955 to the present date. 

Mr. Beacu. I may have one case this year. If I do have that I 
will advise you one way or the other. 

Mr. Warren. Mr. Beach, you have indicated that you are the 
president of Seaport Shipping Co., of Portland. You have also indi- 
cated that you have close association with a separate corporation 
inder the same name located in Seattle. Do you own the controlling 
stock of the Seattle concern? 
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Mr. Beacu. I have absolutely no financial interest in Seaport Ship- 
ping Co., Seattle, in any manner. 

Mr. Warren. What is the close association? 

Mr. Beacu. It is based on a long period of years of frie *ndship with 
the owner of that company. My company is a corporation, Seaport 
Shipping Co. (Portland). Seaport Shipping Co., Seattle, is an assumed 
name, owned wholly by Mr. A. J. Bue kingham, of Seattle 

Mr. Warren. Mr. Beach, with reference to your Portland organi- 
zation, are you engaged solely in freight forwarding and brokerage 
activities? 

Mr. Beacu. To a large degree. The only other activities we have in 
connection with that are acting as charterers’ agents on tramp ships 
on occasion and sometimes as vessel agents for tramp ships in connec- 
tion with charters that provide that we do that. 

Mr. WarreEN. So you are indicating that you also act as a charter 
broker? 

Mr. Beacu. We have done some charter brokerage; yes. 

Mr. Warren. Are you licensed by the State of Oregon to be a 
charter broker? 

Mr. Breacn. There is no requirement in the State of Oregon for 
such a license. 

Mr. Warren. The figure which you quoted in regard to the per- 
centage of brokerage that constitutes your revenues, is that based on 
revenues obtained as a result of both charter brokerage and also freight 
forwarding? 

Mr. Breacu. No, I specifically stated 73 percent of the total for- 
warding brokerage revenues of the company, and that takes in no 
agency fees or outside chartering, Marine insurance, or any other 
revenue, just the relationship between brokerage and forw arding. 

Mr. Warren. How many forwarders are located in Oregon? 

Mr. Beacu. Well, the best answer I can give to that would be to 
look at the Federal Maritime Board registration number and in Port- 
land i would say offhand there are around 15 or more. 

Mr. Warren. Do most of these or do all of these forwarders 
engage in handling shipments of the bulk type, such as lumber and 
bulk grain, on berth liners at open rates? 

Mr. Bracu. Some of them do, but not all of them by any manner 
of means. 

Mr. Warren. What percentage of your income is derived from 
handling the bulk-type shipments which you have indicated. If you 
are not able to indicate it, would you please furnish it? 

Mr. Beacu. From a brokerage standpoint, I could not tell you and 

do not have the statistics available. I do not keep them in that 
manner and it would mean that I would have to go back over a period 
of time and total the individual shipments to get that answer. 

Mr. Warren. You do not have to furnish it, then. 

Is it usual that a freight forwarder, who principally deals or solely 
deals with berth liners, handles the bulk shipments which you men- 
tioned at open rates? Is this the usual practice among our 1,500 
freight forwarders in the country? 

Mr. Breacu. I do not think the opportunity presents itself in all 
parts of the country for that to happen. 

Mr. Warren. Is that true in the Northwest? 

Mr. Beacu. It is particularly true in the Northwest because we 
are a very large grain-exporting area. There is some grain that goes 
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out of California from the ports of California, but tonnagewise in a 
much less volume. 

The Columbia River, Puget Sound, and Vancouver, British Colum- 
bia, area is probably the second or third largest grain-exporting are: 
in the country. 

Mr. Warren. Does grain in bulk and lumber principally move on 
berth liners or does it principally move on tramps? 
+; Mr. Breacu. I would say the larger volume of it travels on tramps. 
Mr. Warren. And the reason for the open rate is because of the 
competition between the tramps and berth liners? 

Mr. Bracnu. That is correct. 

Mr. WarREN. Do you consider brokerage in fixing your forwarding 
fees? 

Mr. Beacu. That is a consideration, certainly. It is part of our 
overall revenue and anything that goes to make up your revenue, 
whatever contributes to it, is of importance. 

Mr. WarrEN. Have you ever waived a forwarding fee because of 
brokerage? 

Mr. Bracu. Not because of brokerage but because of the same 
reasons Mr. McCarthy gave for various competitive reasons. 

Mr. Warren. You mean because steamship lines were rendering 
free forwarding services? 

Mr. Bracu. We do not have that to the degree that he indicated. 
It is probably competition in our own industry. We do have occasions 
where I have heard of carriers performing the forwarding service, such 
as Mr. McCarthy testified. 

Mr. Warren. In view of this competition of which you are now 
talking, do you think that it is going to be possible for the Pacific 
coast to join together in a conference and prescribe minimum fees, if 
it finds it desirable? 

Mr. Beacu. I feel so, to the extent that I have committed my 
company to join the Forwarders Conference. 

Mr. Warren. Are you 1 of the 7 signatories? 

Mr. Beacn. I do not believe so. I think they were speaking of 
San Francisco on that. Whether that is included or not, I do not 
know. 

Mr. Warren. Approximately how many forwarders are enga 
in forwarding activities in the Northwest? 

Mr. Beacu. Well, quite active in the Portland area, I would say 
there are about 7 or 8, and a similar number in Seattle. Now, there 
are others that have other activities. Some are customhouse brokers 
in addition to being forwarders. We are not. Others engage in other 
activities and forwarding makes up to a more or less degree a part of 
their business. 

Mr. Warren. Mr. Chairman, I have no further questions. 

Mr. Davipson (presiding). Do you have questions, Judge Chase? 

Mr. Cuase. I have no questions. 

Mr. Davipson. The witness is excused. 

Mr. Beacn. Thank you. 

Mr. Davinpson. Have you another witness, Mr. Warren? 

Mr. Warren. Yes, Mr. Chairman. The next witness is Mr. 
Larson, who is president of the Los Angeles Customs & Freight 
Brokers Association, Inc. 
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Mr. Davipson. Mr. Larson has a prepared statement, I see. 
Mr. WarREN. Yes, sir. 

Mr. Davipson. It seems to be a brief statement. 

Would you like to read it, Mr. Larson? 

Mr. Larson. If I may, Mr. Chairman. 


STATEMENT OF RALPH H. LARSON, PRESIDENT OF THE LOS 
ANGELES CUSTOMS & FREIGHT BROKERS ASSOCIATION, INC., 
ACCOMPANIED BY J. RICHARD TOWNSEND FOR PACIFIC COAST 
CUSTOMS & FREIGHT BROKERS ASSOCIATION AND LOS ANGELES 
CUSTOMS & FREIGHT BROKERS ASSOCIATION, INC. 


Mr. Larson. My name is Ralph H. Larson. I am president of 
the Los Angeles Customs & Freight Brokers Association, Inc., a 
nonprofit corporation, incorporated in the State of C alifornia, March 
30, 1949. We are an association of 25 members, engaged as ocean 
freight forwarders and brokers and/or customhouse brokers with 
offices of members located at Los Angeles, Calif., or Los Angeles/Long 
Beach harbors. 

In the conduct of the affairs of the Los Angeles Customs & Freight 
Brokers Association, Inc., monthly meetings of members are held. 
Oilicers or committee members of the association have met and con- 
ferred with customs officials at the port of Los Angeles, with officers 
and committee members of the Los Angeles Steamship Association, 
with consular officials and with other associations in the Los Angeles 
area promoting the interests of world trade. The association has also 
been a means of representing the interests of its members in various 
proceedings involving brokerage and freight forwarding, and in these 
proceedings, we have been associated with the Pacific Coast Customs 
& Freight Brokers Association. 

I am vice president of Loretz & Co., a California enterprise, engaged 
in business as ocean freight forwarders and brokers and traffic con- 
sultants. Our principal Office is located in Los Angeles and we also 
have an office in San Francisco. 

I have been connected with Loretz & Co. since 1946. I have been 
engaged in transportation most of my working life, including positions 
in the steamship industry. Loretz & Co. is a member of the Los 
Angeles Customs & Fre ight Brokers Association, Inc., and is also a 
member of the Pacific Coast Customs & Freight Brokers Association. 

I assume that it will be unnecessary for me to discuss all of the 
subjects that the subcommittee has listed for discussion, since I agree 
with the views that have been expressed by Mr. M. J. McCarthy 
concerning these subjects. It may be helpful to the subcommittee, 
however, if I elaborate briefly on several of the subjects. 

I would like to add a few brief comments to item 4 (b) which the 
subcommittee has suggested for discussion, namely, the importance 
of forwarders to small and large shippers, carriers, and developing the 
foreign commerce of the U nited States. A brief reference to some of 
the activities of my own company may be of interest in this connection. 

In our particular forwarding activities we serve both large national 
exporters and manufacturers, as well as relatively small shippers. We 
believe that we have played an important part in the development of 
commerce for both large and small organizations. As examples of the 
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development of commerce, our organization has solicited and served 
construction organizations in the overseas field both large and small. 
Some of these construction organizations are well established in the 
export field but require the services of an export forwarder at various 
ports of exit, due to the excessive cost of establishing branch offices 
and performing services for their own account. Our services in this 
field are designed to serve both the construction house and the ocean 
carrier in providing an orderly and expeditious movement of materials 
from inland points of origin to final destination with a minimum of 
effort and expense on the part of both the exporter and the ocean 
carrier. The knowledge of personnel within our organization as to 
the requirements of the ocean carrier, the particular problems involved 
in transporting heavy pieces of equipment, and so forth, results in 


rapid dissemination of information to the ocean carrier and enables 


it to make advance plans for receiving, stowage aboard vessel and 
expeditious handling of the equipment. In such a capacity, we are 
serving both the exporter and the ocean carrier. 

Our services as export forwarders do not necessarily commence 
with the first actual shipment under a completed sale or contract. 
Prior to an export sale or contract, we may frequently put in hours or 
months of work assisting the prospective exporter in preparing 
delivered quotations inc luding freighting, packing charges, insurance, 
and other costs of transportation. In quoting from and inte rpreting 
the ocean carriers’ tariffs prior to the time an actual shipping trans- 
action is assured, we perform a technical as well as business develop- 
ment service for the ocean carrier. Obviously, to a great extent, 
carrier personnel is relieved of a corresponding amount of time. 

We have had the opportunity of serving smaller construction 
houses who have been favored with initial overseas contracts. Their 
knowledge in the engineering and construction field is adequate, but 
it has been our experience that new firms in this field are not familiar 
with the various problems in export movements. In such instances, 
we have been successful in establishing time-tested procedures within 
the contractor’s organization, resulting again in an orderly movement 
of goods in the foreign commerce of the United States. In this 
connection I might refer to a construction firm which had an oppor- 
tunity to secure its first foreign construction job in Chile some 18 
months ago. This company was entirely unfamiliar with the require- 
ments pertaining to export shipments. We spent a considerable 
amount of time working with them on this matter and in educating 
them to the point where material involved could be shipped to Chile 
after they had accepted the job. After the material had been shipped, 
we received a letter from the exporter reading in part as follows: 

Just a brief note to express my thanks for your helpfulness and courtesies in 
preparation for our recent shipment to Chile. I know you had to exercise a 
great deal of restraint, as so much of your time spent was of an educational nature 
for us. It is our hope that we have the opportunity of utilizing your services 
again, and when such an occasion presents itself perhaps we will be better clients. 

Since that time that company has engaged in a large overseas con- 
struction project in Colombia, and it is now active in another corpora- 
tion which has been formed recently for overseas construction. Such 
new company has received awards of roadbuilding projects in Guate- 
mala. This is just an example of how the time that we spend in 
educating prospective exporters frequently results in the development 
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of a substantial amount of foreign commerce 
well as for the ocean carriers. 

In addition to the construction field, our company has been suc- 
cessful in assisting manufacturers who had previously confined their 
activities to the domestic field. Consultations between personnel in 
our organization and these manufacturers have, in numerous in- 
stances, resulted in substantial overseas business. by manufacturers 
who have not theretofore engaged in foreign commerce. Such new 
overseas business is of benefit to the commerce of the United States 
and also to the ocean carrier. 

With respect to item 4 (c) on the subcommittee’s agenda, the 
position of my company is somewhat different from that ‘of various 
other forwarders and brokers on the Pacific coast. In connection 
with our ocean freight forwarding and brokerage operations, our 
brokerage amounts to approximately 15 percent of the total revenue, 
and the service fees received from shippers, amount to approximately 
85 percent. In the construction field, we perform services on a 
continuous basis for shippers involving shipping estimates and costs 
of inland and overseas transportation. As a result, we are frequently 
performing services for shippers where our bidder principal is not 
successful in obtaining 100 pereent of the jobs on which he bids. 
Payment for such preliminary services from our principal must 
necessarily be calculated by us at a cost to the shipper, resulting in 
relatively higher service fees to the shipper principal. 

I want to make it clear, however, that the 15 percent of such 
revenue that is represented by brokerage is very important to my 
company, and it represents the difference between operating at a 
profit and operating at a loss. If we were to lose such brokerage, we 
could not afford to spend as much time as we do in attempting to 
develop business in the export field. We might even be compelled to 
discontinue entirely our freight forwarding and brokerage activities, 
so that we could devote our efforts to other phases of our operations 
which would be more profitable. 

| would like to add one additional thought to item 4 (f) on the 
agenda, which deals with the performance of forwarding functions by 
carriers. Although ocean carriers sometimes perform forwarding 
functions, it is my opinion that the ocean carriers are neither equipped 
to provide, nor capable of providing, the type of service that we offer 
in the export field. While ocean carriers undoubtedly assist in the 
development of foreign commerce through certain information that 
they furnish to potential exporters, the personnel of the ocean car- 
riers are not familiar with many functions and requirements in over- 
seas trade with which our pe sonnel are thoroughly familiar. I have 
particular reference to such items as procedures in banking, customs, 
and consular requirements, and inland freight regulations and rates. 

| desire to refer to item 4 (i) pertaining to the factors affecting the 
forwarder’s selection of a particular carrier to handle a particular 
shipment. Our company endeavors to pick the carrier which, in our 
opinion, will furnish the best available service for the cargo in ques- 
tion, taking into consideration such factors as the time of readiness 
of the vessel, time in transit, and past performance of the ocean carrier 
Our objective is to select the carrier that best meets the needs of the 
shipper. 

While statements herein must, of necessity, be limited to some ex- 
tent to experiences of my own company, and while each forwarder 
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firm may tend to specialize in particular types of export forwarding 
business, In my opinion, eee of the Los Angeles Customs & 
Freight Brokers Association, Inc., make up an important segment of 
the foreign commerce through sout a ‘rm California ports. In similar 
fashion, other forwarding houses are known to engage in promotional 
and routine activities of benefit to ocean carriers and to the commerce 
of the United States. 

The Los Angeles Customs & Freight Brokers Association, Ine. 
has endeavored to improve the ethics and practices of the forwarding 
industry in their area and through recommendations and suggestions 
among members and associate organizations has gained the recog- 
nition of ocean carrier organizations, individual ocean carriers, 
Government officials, civic groups, and other organizations pro- 
moting foreign trade as being representative of the forwarding industry 
in Southern California. 

Mr. TxHompson (presiding). Thank you, Mr. Larson. I notice 
that you mention that only 15 percent of your income was derived 
from brokerage fees from carriers; is that correct? 

Mr. Larson. That is correct; yes, sir. 

Mr. THompson. Of the 85 percent remaining, Mr. Larson, what 
percentage of that amount would be derived from services in regard 
to the calling forward of cargoes, and in regard to the performing of 
the regular functions for a shipper that would be required for shipping 
this cargo for export as distinguished from other auxiliary services 

Mr. Larson. Are you distinguishing one particular service in which 
we might perform a service? 

Mr. Tuompson. I am thinking that you do perform many functions 
for a shipper or your principal other than the actual forwarding of 
freight. 

Consider that you have one shipment of material to be exported 
from port A to port B overseas. Consider only those necessary func- 
tions in having this freight called forward to the port, properly docu- 
mented, and loaded aboard the vessel. What percentage of the 85 
percent that you charge your principal, the shipper, would represent 
that type of service? 

Mr. Larson. I am sorry, Mr. Chairman, but I do not know. We 
have a rather difficult time as would any service organization in 
determining what a particular function, which we might perform for 
anybody’s account, costs. We endeavor to draw up statistics but 
we have never endeavored to determine what a particular function 
within an operation constitutes. 

Mr. THompson. How do you determine your charge to the shipper’ 

Mr. Larson. There are a number of different factors which we 
take into consideration. Basically, we are in a competitive business. 
Historically, I think we determine a charge to a shipper and if we are 
speaking of a construction job, if vou do not mind my taking that 
particular type of job, on the basis of past experience that we have 
had in that field, we have found that certain bases of charges are 
equitable and have found that over a period of time by cost studies 
that we in effect come out on the right side of the ledger, all sources 
of revenue considered, by establishing a type of whether it be ad 
valorem or tonnage or per shipment basis for a shipper on a large 
construction project. 
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Mr. THompson. What items make up your bill to a shipper for 
services performed by you? 

Mr. Larson. Billings to our shippers are made up of, first of all, 
advances made for his accounts. 

Mr. THompson. Advances in money? 

Mr. Larson. Yes. 

Mr. THompson. For payment of freight, perhaps? 

Mr. Larson. For payment of inland freight charges, for payment 
ot consular fees, if applicable. There are numerous charges made. 

Mr. THompson. Do you itemize those to him? 

Mr. Larson. We do; yes, sir. 

Mr. THompson. Could you not pull out those charges where the 
charge is directly concerned with the calling forward of the cargo 
and loading of the ship? 

Mr. Larson. We conceivably could but it would be an estimate at 
best. There are numerous ways that forwarders bill principals. 
We do not particularly follow the procedure. I know of it from 
seeing other contracts I speak of a procedure where items of a 
service nature are itemized very closely as, for example, so much for 
preparing an export declaration, so much for making out one docu- 
ment, and so much for another. With us it is not particularly our 
practice to do so. 

Mr. THompson. Your position is quite different from the position 
of other forwarders as represented to the subcommittee wherein 
brokerage receipts are much greater than the receipts received from 
shippers. Thus, you must undoubtedly perform certain functions for 
a fee that other brokers do not perform? 

Mr. Larson. Well, Mr. Chairman, we think that we perform lots 
of functions that other forwarders do not perform but that is a com- 
petitive matter that I do not think need be particularly the subject 
of an inquiry. Everyone thinks his own service is better than that 
of another. 

Mr. Tuompson. Of course, if you are able to charge fees at a much 
higher rate than other forwarders, it would follow that your services 
must be better or, for some reason, more valuable to a shipper than 
the services of other forwarders because it is a very competitive 
business; is it not? 

Mr. Larson. Yes; it is. If you wish I can give you other types of 
business where brokerage would be a minor item and the fee charged 
to the shipper would be a major item. In Los Angeles a major item 
is aircraft parts, the forwarding of aircraft parts. We handle a volume 
for overseas airlines or some domestic purchasers of parts for airlines. 
The total of those shipments are relatively small and therefore the 
ocean brokerage would be relatively small. 

Mr. THompson. Are you an insurance broker also? 

Mr. Larson. We are insurance agents, as termed in the State of 
California. 

Mr. Tuompson. Included in this 85 percent income would be your 
commissions on insurance? 

Mr. Larson. Yes, sir. 

Mr. Tuompson. I take it that you charge either interest or a fee 
where you arrange for and pay for the inland fre ight? 

Mr. Larson. We do not. We bill out the advances that we make 
for the account of the principal. If we pay out $200 in inland freight, 
we bill the $200 in inland freight. 
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Mr. THompson. With no service charge or interest charge for that 
particular amount? 

Mr. Larson. I can think of one isolated client which has been a 
relatively recent development where we have assessed a charge on the 
basis of a percentage of advances made. That is isolated and is due 
to a great extent to the fact that the remittances are coming from 
overseas and are considerably delayed. 

Mr. Tuomprson. Do you have any client for whom you handle ex- 
port shipments and to whom you make no charges for freight for- 
warding? 

Mr. Larson. Yes, sir; General Services Administration. 

Mr. THompson. I me an other than Government departments or 
agencies; do you have any? 

Mr. Larson. We have had shipments we handled for no service 
fee to the shipper. In the present tense we have certainly tried to 
avoid such instances but we have had isolated instances in the past 
where we have had to handle commercial shipments without the pay- 
ment of a service fee. 

Mr. THompson. You say you have tried to avoid it in the present 
tense. Have you had any such shipments where you could not 
avoid the handling of them without waiving your forwarder’s fees? 

Mr. Larson. Yes, sir; we have. 

Mr. THompson. What would be the reason for having to handle 
such shipments in that manner? 

Mr. Larson. Well, each particular individual's experience may be a 
little different than the other. It may be of value. 

| am thinking now of one particular shipper that I can think of as 
a specific instance, where we did not charge a service fee. Actually 
this shipper does not customarily utilize a freight forwarder unless 
they get in the position where they need something right now or have 
to have it done. They are approximately 70 miles from Los Angeles 
proper and we are, of course, approximately 20 miles from Los Angeles. 
for example, on occasion they will call us on Friday afternoons and ask 
us to file export declarations. We have handled isolated cases. The 
reason they do not utilize us is because the steamship company is 
passing their export declarations and preparing their bills of lading. 

Mr. Tuompson. But in those cases you are designated as a freight 
forwarder for the purpose of payment, is that true? 

Mr. Larson. On these Friday afternoon instances we are not, as a 
matter of fact. 

Mr. THompson. Let us forget the Friday afternoons. 

Mr. Larson. In cases where we handled cases for them without fee, 
it happened to be that there was no specific designation necessary with 
the conference involved either at that time or at the present time. 
But we prepared the documents and, as a matter of fact, we performed. 
7 was not an instance where we were not performing a service for one 

r the other. To be more specific, the one I am thinking of actually 
we started out with a considerable volume of canned juice for Britain. 
The business was offered to us with the understanding that they could 
vet this work done by the steamship company but if we wished to 
handle it they would prefer that we did. We did and it looked like a 
routine transaction. Actually it turned out that in excess of half of 
the juice moved through east-coast ports because of a strike on the 
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west coast and we certainly performed a complete forwarding opera- 
tion. 

Mr. THompson. What percentage of your clients receive forwarding 
service and do pot pay any forwarding fees? 

Mr. Larson. What percentage of my clients? 

Mr. 'THomeson. Approximately, yes. 

Mr. Larson. Well, I would say at the present time if we are speak- 
ing as of the year 1955, the percentage is zero. 

Mr. THompson. You have had no clients this year for whom you 
performed services and did not charge a fee? 

Mr. Larson. If you do not mind my bringing in the General 
Services Administration, I will make them another exception. 

Mr. Tuompson. I will rephrase my question. Have you had any 
other than Government agencies? 

Mr. Larson. No, I think I am making a truthful statement. I do 
not recall of any instances. I have not examined my records yet to 
make sure that during the specific months of 1955 we have not per- 
formed services without charging a fee but I believe I am correct that 
we do charge a fee for every shipment handled. 

Mr. THompson. Could you make available to this subcommittee 
that information after you have made a check? 

Mr. Larson. Are you thinking of the year 1955? 

Mr. Tompson. 1955 to date as to what your current practices 
are. Do you have any shippers doing business with your firm who 
receive your services without being billed for the services of freight 
forwarding? 

Would you make that available? 

Mr. Larson. Yes, I would like an opportunity to look. 

(The above information will be found in confidential committee 
files.) 

Mr. Tuompson. I understand. Do you have any questions, Mr. 
Davidson? 

Mr. Davipson. No. 

Mr. Tompson. Mr. Chase? 

Mr. Cnase. No. 

Mr. WarrEN. Mr. Larson, you state that you agree with the re- 
marks of Mr. McCarthy. In that you agree, would you please furnish 
this subcommittee the names of shippers who were not previously in 
the exporting business except for your intervention, from 1955 to the 
present date? 

Mr. Larson. Yes, I would be glad to. J would like to qualify that 
to some extent. I do not think anybody in the service business and 
I do not think that Mr. McCarthy means that solely because of a 
freight forwarder you become an exporter. There are certainly many 
factors taken into consideration. I do not mean to disagree with Mr. 
McCarthy or with the committee. I am sure there might be many 
other factors beyond the intervention of a freight forwarder or a quali- 
fied freight forwarder. Is that a reasonable assumption in submitting 
names of people? 

Mr. Warren. I am just going by the statement, Mr. Larson, and 
I quote, speaking of development of commerce: 

This sometimes takes the form of working with shippers who have previously 
not been in the export field and giving them suggestions which enable them to 
enter the export field. 
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And— 


a broker is frequently able to develop commerce which without his assistance would 
not be able to move. 

Mr. Larson. I do not mean to quibble but there are certain factors 
involved. Certainly the individual has to have an interest in getting 
into it even after the suggestion and machinery is given to him. 
However, I will be glad to ‘furnish the statement. 

Mr. THompson. We are a factfinding committee and are interested 
in all relevant information. 

Mr. Warren. Mr. Larson, you have indicated that 85 percent of 
your fees from shippers ine ‘lude service charges including charges for 
accessorial services; is that not correct? 

Mr. Larson. That is correct, with the eee that if you are 
interpreting accessorial charges as I have heard it interpreted from 
the east coast, that is no source of revenue as far as my company is 
concerned; as an example, any difference that might be billed 
between a trucking charge or a publication of a tariff. That is not 
our business. We do not obtain revenue from that source. We do 
from insurance commissions as insurance agents, ves, sir. 

Mr. Warren. Are you a certificated ICC forwarder 

Mr. Larson. ICC? 

Mr. Warren. A freight forwarder under the jurisdiction of the 
Interstate Commerce Commission? 

Mr. Larson. No, sir. 

Mr. Warren. Are you a custom broker? 

Mr. Larson. No, sir. 

Mr. WarreEN. Are you solely engaged in freight-forwarding activ- 
ities? 

Mr. Larson. No, sir. 

Mr. Warren. You are not? 

Mr. Larson. No. 

Mr. Warren. What are you engaged in other than freight for- 
warding? 

Mr. Larson. Our company is engaged, as I stated, as_ traffic 
consultants. We are traffic consultants for both manufacturers and 
carriers. <A traffic consultant, while it assists us from the standpoint 
of having available costs of transportation, is an organization within 
our organization. 

Mr. Warren. Do you characterize traffic consultant responsibility 
as freight-forwarding responsibility? 

Mr. Larson. No. 

Mr. Warren. You divorce the two. Does the 85 percent of your 
gross revenue include fees from traffic consultations? 

Mr. Larson. No; it does not, not as we determine. We might 
make an overall cost or overall charge on certain types of work that 
would include inland transportation estimates which would, of neces- 
sity, have to be incorporated in our cost. Departmentalwise, our 
freight-forwarding functions are divorced from our traffic consultant 
functions except that, of course, from a knowledge standpoint we can 
draw on them. 

_Mr. Warren. You have indicated instances hpmedien you have not 
billed certain shippers. Can you advance any reason to this sub- 
committee why this has occurred, or why on the other hand shippers 
have not paid you a reasonable fee for your services? 
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Mr. Larson. Well, in the first place, we have had a situation on 
the west coast which is by no means corrected by today. I think 
some progress has been made on it. It is a condition where we are in 
effect for our services competing in many respects with ocean carriers 
who are performing some of the functions that we are on routine 
shipments. As a result many shippers consider that the employ- 
ment of a forwarder is not necessary, that the same service wil] be 
performed by the carrier as a means of getting the business. He. in 
many cases, bypassed the forwarder and in some cases asks him to 
work at no fee. 

Mr. Warren. Do you think that a carrier. if it performs forwarder 
functions, should be paid a reasonable charge for these functions? 

Mr. Larson. Yes, I do. 

Mr. Warren. Would that eliminate the competitive element of 
which you are speaking? 

Mr. Larson. It would in part. 

Mr. Warren. Does that answer the question as to why a shipper 
in some instances will not pay you a service charge? Or, are there 
other factors other than the competition from steamship lines? 

Mr. Larson. I think the competitive features among themselves; 
in other words, the individual forwarder in many cases feels that he 
has to do it for nothing in order to get it away from somebody else 
so in effect the competitive nature in the forwarding business is a 
factor in it. There are other factors, I am sure. 

Mr. Warren. In fixing your forwarding fee, do you ever take a 
compensatory fee into consideration? 

Mr. Larson. Yes: we do. 

Mr. Warren. You have stated, Mr. Larson, that you agree with 
the remarks of Mr. Me( ‘arthy. Now, is it your belief that you should 
charge a shipper a compensatory fee for all of the services rendered for 
that shipper? 

Mr. Larson. Well, I think that is only good business. A man 
would not stay in business unless he received revenues from some 
source that would give him compensation for his efforts, so I would 
say ves, he should charge a compensatory fee to the shipper. 

Mr. Warren. This would include, for example, messenger service 
which a forwarder might perform or has to perform on a shipment? 

Mr. Larson. Yes. 

Mr. Warren. According to your definition of brokerage, let us 
assume that a forwarder only performed messenger service. Would 
you consider that you should get a reasonable fee for this service? 

Mr. Larson. I think that is a reasonable assumption; yes, sir. | 
would personally feel so. 

Mr. Warren. Do you feel that you should still be entitled to 
brokerage by an ocean carrier for the performance of this function of 
messenger service? 

Mr. Larson. I do not personally feel so, no. If I were merely a 
messenger, I do not think I would’ be entitled to brokerage from the 
steamship carrier, no, sir. 

Mr. Warren. Are there any shipments that your firm handles in 
which you are limited to messenger services? 

Mr. Larson. We perform messenger services on all shipments. 

Mr. Warren. Only? 

Mr. Larson. No, sir. 
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Mr. WarrEN. There are not. So that is not representative of 
vour situation; is that correct? 
' Mr. Larson. That is right. 

Mr. WarreEN. What are the least number of services that your 
company has ever performed on a given shipment, and for which 

vou have been paid brokerage and have also been paid a service fee 
by a shipper? Do you have a recent case? 

Mr. Larson. That is a little difficult to answer, Mr. Warren. I 
do not mean to hedge. I would like to give you an answer. The 
limited amount of services that any one might perform on one par- 
ticular shipment might be due to the simple nature of the shipment. 
Yet under what purports to be the same set of circumstances, a day 
later would not be a simple matter. Afver all, we are in a service 
business where we are trying to serve many different types of shippers. 

Mr. Warren. To be specific, Mr. Larson, are there any shipments 
in which your firm has participated and has merely prepared the bill 
of lading, filed the export declaration and made a general distribution 
of the documents? Have your services been limited to that extent? 

Mr. Larson. Yes. 

Mr. Warren. Is that frequent? 

Mr. Larson. Under your description, I would say it is frequent. 

Mr. WarrEN. These services are the only services that are per- 
formed by you frequently on shipments, is that correct, or did we 
understand each other? 

Mr. Larson. Well, you said, as I understand, that one prepares the 
documents, clears the documents and distributes the documents. 

Mr. WarrEN. Without doing anything else. Does that represent 
the type of work frequently that you handle? 

Mr. Larson. Not with your last qualification, no, sir, not without 
doing anything else, no. 

Mr. Warren. Do you do more? 

Mr. Larson. Yes. 

Mr. WarkEN. Frequently? 

Mr. Larson. Frequently eereuee: we do more; yes. 

Mr. THompson. Have you had any cases, Mr. paehont that you 
can remember in the past year in whic h all that your firm did was to 
file the declaration for export, prepare a bill of lading, and distribute 
those documents, where your principal had a freight department and 
did all the other duties, carrying the cargo forward, booking the space, 
and so forth? ; 

Mr. Larson. Yes, we do some business with some large organiza- 
tions that have large traflic departments some of whom assume some 
of those functions, and in a general way your description is approxi- 
mately correct, yes. 

Mr. Tuompson. Is it your responsibility when they do it for them- 
selves? 

Mr. Larson. There is no question about it. 

Mr. THompson. In some cases, you do say that you are also desig- 
nated as a freight forwarder and broker and that you collect a broker- 
age fee. I think that is what counsel was asking. 

Mr. Larson. If I might qualify it to one extent, the fact that a for- 
warder on a specific ship performs only those functions does not neces- 
sarily mean that those are the only functions he performs for his 
principal or others. He is consulted if he is a reputable forwarder 
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and has good standing. His shipper seeks advice and guidance from 
him. Those do not reflect on any one particular shipment but cer- 
tainly reflect on the overall picture. 

Mr. Tuompson. You feel it is more like a retainer. You are re- 
tained for advice when necessary and for extra services where their 
department cannot control the Services. 

Mr. Larson. I think that is true. Our firm may be a little more 
on retainer than the average forwarder generally in that we do traffic 
consultant work. We have had isolated cases where we have served 
as traffic consultants to an exporter on a monthly basis. That is not 
our normal way of doing it but we have had such cases. 

Mr. Tuompson. That. is what makes this a little interesting. [ 
would very much like to see the breakdown of your gross or net re- 
ceipts. If those would be made available to the subcommittee, it 
would be helpful. 

You stated at the outset that 85 percent of your income in relation 
to freight forwarding is not brokerage but fees having to do with 
freight forwarding. Those figures seem to be somewhat out of line 
from what has been represented to the subcommittee by other for- 
warders and brokers. 

Mr. Larson. Of course, it could be 95 percent and be a very im- 
portant segment, as far as we are concerned, an important source of 
revenue. 

Mr. Tuompson. I understand that, but there is a difference here 
and I would like to know what it is. 

Mr. Larson. Let me put it this way, if it might make any differ- 
ence: On the west coast in the Northwest particularly, as was dis- 
cussed here, certainly cargoes are a little more limited in type of cargo 
moving. I do not think that is particularly true of San Francisco 
with the exception of certain items that moved here in volume over 
& Storage period, particularly in canned goods and dried fruit where 
in effect the details involved may not be quite as great from the 
standpoint of the requirement of the ship or as they would on. say, 
manufactured items. There are certain basic commodities which we 
handle out of Los Angeles. It is certainly a simpler proposition to 
handle a standard-sized bag of material in volume than it is from the 
standpoint of time involved. 

Mr. THompson. I understand that and those conditions prevail 
everywhere. Difference in shipments, of course, makes a difference in 
the effort it takes to cover them and the other services. There is a 
basic difference somewhere. Did you say you would furnish this sub- 
committee with a breakdown of what is included in this 85 percent 
that is not brokerage? 

Mr. Larson. I will do that. 

(The above information will be found in confidential committee 
files.) 

Mr. THompson. That will be sufficient. 

Mr. Warren. Mr. Larson. an official of a large company who, inci- 
dentally, designates a freight forwarder, is reported to have stated 
that he feels very strongly that brokerage should be a consideration 
with respect to the forwarding fee. He stated that the brokerage 
and the forwarding fees go in the same pot, so that when the broker- 
age is very high the forwarding fee should be correspondingly low. 
Is it your opinion that there are a number of shippers who feel that 
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forwarders might be overcompensated because they receive high brok- 
erage and thus for that reason do you not desire to compensate witha 
high service fee? 

Mr. Larson. I think my opinion would be yes, that there are a 
number of shippers—I do not know too many of my personal know- 
ledge—but I think the tendency is to overestimate the question of 
freight brokerage, that the shipper feels, in many cases, that someone 
is being overpaid. 

In fact, he may not be overpaid and it is merely an assumption on 
the part of the shipper. 

Mr. Warren. You indicated there were several cases in your own 
firm in which no bill was submitted and no forwarding fee received. 
Could possibly the reason have been because the shipper felt that 
vou would be compensated adequately in brokerage? Would that 
have been a reason in your case? 

Mr. Larson. In the case of which I am specifically thinking, it 
was a very strong factor in the shipper’s mind or at least within one 
of the individuals in the shipper’s organization. 

Mr. Warren. Mr. Chairman, I have no further questions. 

Mr. Toompson. Do you have questions? 

Mr. Davipson. No questions. 

Mr. Coase. No questions. 

Mr. Toompson. Thank you very much, Mr. Larson. 

Mr. Larson. Thank you, sir. 

Mr. THompson. We will look forward to getting the other informa- 
tion at as early a date as possible, please. 

Is Mr. William Brenner present? 

Would you be seated, sir? Proceed by giving vour name, background 
and the prepared statement. 


STATEMENT OF WILLIAM BRENNER, OWNER, J. E. LOWDEN, SAN 
FRANCISCO, CALIF.; PRESIDENT, PACIFIC COAST CUSTOMS 
AND FREIGHT BROKERS ASSOCIATION, ACCOMPANIED BY J. 
RICHARD TOWNSEND FOR PACIFIC COAST CUSTOMS AND 
FREIGHT BROKERS ASSOCIATION AND LOS ANGELES CUSTOMS 
AND FREIGHT BROKERS ASSOCIATION, INC. 


Mr. Brenner. Thank you. 

My name is William Brenner. I am the sole owner of a company 
which is known as J. E. Lowden. My company is engaged in business 
as an ocean freight forwarder and broker and its office is in San 
Francisco. I have been connected with the firm of J. E. Lowden for 
approximately 35 years, and have been the sole owner of that business 
for approximately 2 years. My company is a member of the Pacific 
Coast Customs and Freight Brokers Association and I am the pres- 
ident of that association. 

Perhaps I can best state my views with respect to the points which 
the subcommittee desires to have discussed by stating that I agree 
with the views that Mr. M. J. McCarthy has presented on those points. 
There are only several of the points on which I desire to elaborate 
very briefly. 

_ With respect to the importance of freight forwarders and brokers 
in developing the foreign commerce of the United States, it is easy 
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to overlook one important factor. Over the years my firm has fre- 
quently worked with a prospective exporter in an effort. to educate 
him to the point where he can engage in foreign trade. After he has 
made a few shipments in foreign commerce which we have handled 
for him, we have found that the steamship lines have come to us and 
have asked us for information about such exporter. 

We have told the steamship lines what we know about the exporter 
and then we have found that representatives of the steamship lines 
have commenced to call directly on such exporter. After the steam- 
ship company representatives have become sufficiently acquainted 
with the exporter, they frequently suggest to him that, instead of 
making his bookings through us, he book bis shipments directly with 
the steamship lines. Since we are all working toward the same end 
of assisting in the flow of foreign commerce, we have not raised 
any objection to this action on the part of the steamship lines, So 
long, however, as we continue to handle other details pertaining to the 
shipments of this exporter, we believe that we are entitled to continue 
to receive brokerage on the shipments of such exporter even though 
he books his shipments directly with the steamship company, just as 
we would have been if we had prevented the steamship company 
from prevailing upon him to book his shipments directly with them. 

I cite this merely as an illustration to show that there are a great 
many angles to the brokerage situation. | desire to emphasize again 
that the services that we perform are of benefit to both the steamship 
company and the shipper. 

Brokerage is a very important source of revenue for freight for- 
warders and brokers.” In the case of my company, brokerage repre- 
sents approximately 50 percent of our total revenue, and forwarding 
fees represent the remaining 50 percent of total revenue. It is 
perfectly obvious that if we were deprived of our brokerage revenue, 
Which is 50 percent of the total, we simply could not continue in 
business, 

I believe that it should be recognized that any attempt to eliminate 
brokerage or to reduce it drastically presents the direct question of the 
elimination from the picture of a large number of freight forwarders 
and brokers. There is no other source from which we could expect 
lo receive revenue to take the place of what we are now receiving as 
brokerage. The margins on which the exporters with whom we deal 
Operate are so narrow at the present time that it would be absolutely 
impossible for them to pay us what we are row receiving from the 
carriers by way of brokerage. 

Our customers include shippers that are both large and small. 
Regardless of the size of the shipper or the size of the shipment, 
throughout my entire 35 years’ experience in this business, it has been 
our constant endeavor to serve the best interests of the commerce of 
the United States, and | know that our efforts have been of benefit 
not only to the carriers and the shippers, but also to the foreign com- 
merce of the United States. I am satisfied that any ocean carrier will 
confirm this statement. 

Mr. THompson. Thank you, sir. You mentioned that the margins 
on which the exporters with whom you deal are so harrow that they 
possibly could not pay you more in fees than presently paid. 

Mr. Brenner. That is right. 

Mr. THompson, You realize that Steamship companies under the 
American flag are also operating under a very slim margin and in some 
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cases slimmer than the exporters. I merely stated that because it is a 
fact. 

Mr. Brenner. I do not know that it is a fact, but I do know that 
it is a fact that many of our exporters definitely work on a very small 
margin. 

Mr. THompson. As a matter of fact, many of the lines under the 
American flag are working on such a slim margin—and let us make it 
a minus margin—to the extent that you, as a taxpayer, are helping to 
subsidize their activity so that anything that is an expense to them 
that keeps them out of a recapture position, takes money out of the 
taxpayer’s pocket. That is part of our interest in these hearings and 
should be observed, I think, by many of us who pay taxes. 

I am wondering about your statement which indicates that many of 
the freight forwarders and brokers would go out of business if broker- 
age were precluded from payment. 

I have heard that mentioned several times. This subcommittee 
has never indicated any feeling that brokerage would or should be 
stopped. 

It reminds me of the time when in an amphitheater in Rome, a 
prisoner was waiting to be charged and had done nothing. They were 
trying to conceive of a ‘harge and somebody in the rear called, ‘‘ Don’t 
cut off his ears.”’ As a result, his ears were cut off. 

[ must say that there seems to be an alarm that that might happen. 
| wonder what instigated that? 

Mr. Brenner. We have had so many hearings that we do not know 
what is going on. 

Mr. THompson. We are a fact-finding subcommittee. We want to 
know all the facts. We want to know why some freight forwarders 
tell us that 80 percent of their revenues are from brokerage. Others 
say that only 15 percent of their total revenues are from brokerage. 
There are certainly bound to be some reconciling items in there that 
would qualify those differences. We feel it is our job to learn. Why 
would the great majority of freight forwarders go out of business if 
brokerages were no longer paid? 

Mr. Brenner. In our case if our brokerage represents 50 percent 
and we lost that brokerage, we could not operate on a service charge. 
We could not do it without reducing our force. That would be 
primarily the thing. We would have to reduce our force to a point 
where we just could not handle all the business that we handle today 
with a reduced force. It would be impossible. It might not be 

impossible if we did the way we did 20 years ago or longer than that 
when a lot of the business was done w ithout service fees di ue to compe- 
tition. We would work half the night every night in the year 
practically to make ends meet. 

Mr. TuHompson. Do vou have any clients presently, any shippers 
for whom you act as agent and for whom you do freight forwarding 
services, to whom you do not render a bill for these services? 

Mr. Brenner. Y es; we have one. 

_ Mr. Tuompson. Does he represent a considerable portion of your 
business? 

Mr. Brenner. Not necessarily; no. 

Mr. Tuompson. This one is someone other than a Government 
agency? 
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Mr. Brenner. Yes; it is commercial shipment. As a matter of 
fact, we have not taken on any free business, to my knowledge. I 
am very sure I am right, since 1945. Any business that we take on 
today they must pay us a service charge. Otherwise we do not take 
them. 

Mr. Tuompson. Now, in the case of this one, if brokerage were 
precluded of payment, would you then feel that you should assess a 
charge against him for the services which you perform? 

Mr. Brenner. Yes. As a matter of fact, we have been trying to 
get them to pay us a service charge. We have been working on it for 
some time and all I can say is that we are making progress. I have 
got the idea over but it has taken quite a long time and I hope that 
maybe that will come. 

Mr. Warren. Why does not this firm desire to pay you a service 
charge? 

Mr. Brenner. Well, it dates back to when I first started with the 
company, that is, the people that owned the company at that time. 

Mr. Warren. Does the firm believe it is getting valuable services 
from you? 

Mr. Brenner. Yes; they do. 

Mr. Warren. Why does it not correspondingly believe that it 
should compensate you? 

Mr. Brenner. Well, as 1 say, it dates way back in 1919. We did 
handle and I am sure they did pay us a service charge, but at that 
time there was not a great amount of large factors in exporting. As 
time went on they got larger and larger and eventually the war came 
along and the service charge dropped. 

Mr. Warren. Did the service charge drop because you are getting 
brokerage? 

Mr. Brenner. I would say the answer to that is “Yes.’ 

Mr. Warren. That is correct? 

Mr. BRENNER. Yes. 

Mr. Warren. If that is true, do you consider that you are cur- 
rently in this one case violating any law? 

Mr. Townsenb. Mr. Chairman, I do not think that is a fair ques- 
tion of the witness. 

Mr. THompson. Let us see what the witness will answer. 

Mr. Brenner. No; I do not think I am. 

Mr. Warren. Do you feel that any of the transportation rate 
charged the carrier is going back to the shipper? 

Mr. Brenner. I did not understand. 

Mr. Warren. Do you feel because of the fact that you have waived 
your fee by taking brokerage into consideration that any part of the 
company’s transportation rate is thereby going back to the shipper? 

Mr. Brenner. No; I do not think so. 

Mr. Warren. You do not think so? 

Mr. Brenner. No. 

Mr. THompson. You may consult counsel, sir, if you like, on these. 

Mr. Warren. Could I ask you why you do not think so in that 
case? Have you not acknowledged that by waiving your fee that 
brokerage was taken into consideration? 

Mr. Brenner. Apparently the firm did take it into consideration 
when they stopped the payment of our service charge. 
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Mr. Warren. Is not the shipper whom you represent getting some 
advantage because of this, and is that not discrimination against other 
shippers who are paying the full bill? 

Mr. BRENNER. Well, it is possible they are getting some advantage 

Mr. WarreN. You acknowledge that in certain of your cases that 
vou charge fees? 

Mr. Brenner. Yes, sir. 

Mr. WarreEN. But in this case you do not charge a fee? 

Mr. Brenner. That is right. 

Mr. Warren. Is there not discrimination or an advantage given 
to one shipper versus the other shipper? 

Mr. Brenner. Well, I would say they are getting an advantage. 
ves. 

Mr. Warren. But you state that this is only one case of your 
entire business. 

Mr. Brenner. That is correct. 

Mr. Warren. Do you in any other cases consider the payment of 
brokerage in fixing your forwarding fees? 

Mr. BRENNER. Yes; we consider the payment of brokerage. 

Mr. Warren. In fixing your forw arding fees? 

Mr. Brenner. In fixing the forw arding fees. 

Mr. Warren. Mr. Brenner, do you ever perform any freight 
forwarding work at the request of steamship lines? 

Mr. Brenner. I can not recall but I do know that some of the 
steamship lines would recommend our service to certain exporters 
and we would deal directly with the exporter. 

Mr. Warren. But you are not currently nor have you ever in the 
last several years performed directly any forwarding services at the 
request of the steamship lines? 

Mr. Brenner. Not that 1 recall. You mean any business that 
they may have that they may turn over to us for handling? 

Mr. WarrEN. Well, it has been testified here earlier this morning 
that there are many instances or some instances in which steamship 
lines are performing forwarding work. 

Mr. Brenner. That is correct. 

Mr. Warren. Mr. McCarthy has indicated that if they do they 
should be paid for it but they are not and that this constitutes an 
unfair competitive element against forwarders. 

Mr. Brenner. Yes. 

Mr. Warren. Let us assume that a steamship line has been re- 
quested by the shipper to perform certain forwarding work. Now, 
has a steamship line ever come to you and requested you to perform 
something that is considered ordinarily in the category of forwarding? 

Mr. Brenner. Not to my knowledge; no, sir. 

Mr. Warren. Could you check upon that and submit that infor- 
mation confidentially? 

Mr. Brenner. Yes, sir; I can. 

(The above information will be found in confidential committee 
files. ) 

Mr. Tuomprson. Have you ever lost a shipper as a client? 

Mr. Brenner. Yes. 

Mr. Tuompson. You are a good forwarder? 

Mr. Brenner. I think we lost one that I knew of. 

Mr. Tuompson. How did you lose this client, through competition? 
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Mr. Brenner. Through competition. 

Mr. THompson. What was the incentive that caused him to leave 
you? 

Mr. Brenner. It was the forwarding fee. Our charge was just 
cut in half. 

Mr. THompson. By another forwarder? 

Mr. Brenner. As a result we lost the account. 

Mr. THompson. And the other forwarder received the brokerage 
fees in addition to the fees you had received? 

Mr. Brenner. I think so. 

Mr. THompson. Have you ever had clients come to you because 
you offered services at a lesser fee? 

Mr. Brenner. No; we have had other shippers come to us not 
because of the service fee charge. 

Mr. THompson. But because of service? 

Mr. Brenner. That is right. 

Mr. THompson. Do you find much of this competition on cutting 
fees to get more business among forwarders? 

Mr. Brenner. Well; there has been some. 

Mr. TuHomeson. Do you think that is a healthy situation? 

Mr. Brenner. We do not like it at all. That is one reason, too, 
that we are trying to go ahead with this forwarders’ conference 
agreement. That might eliminate some of that. 

Mr. THompson. You would then advocate a strong conference 
among the forwarders? 

Mr. Brenner. Definitely, s 

Mr. THompson. Would you also advocate a licensing system? 

Mr. Brenner. Yes; as Mr. McCarthy outlined. 

Mr. Tuompson. Do you think that a licensing system and a strong 
conference would eliminate from the business many of the forwarders 
who are now doing business as forwarders? 

Mr. Brenner. [| think it would. 

Mr. THompson. On what premise? 

Mr. Brenner. Well, there have been many of them start up that 
come into the business and in order to get in the business they will 
offer services free. Then, of course, after they get in they try to 
make a service charge. With a strong licensing program and a good 
strong conference, I think we can eliminate that. 

Mr. THompson. Then you feel that as a matter of principle for- 
warders should charge the beneficiary, the man who really receives 
the benefits of the services, proportionately to the benefits he receives? 

Mr. Brenner. I think so. 

Mr. THompson. You think that would be a fair statement? 

Mr. Brenner. Absolutely. 

Mr. Warren. Mr. Brenner, you have indicated that you have one 
current instance in which you do not bill a shipper for forwarding 
services. Have there ever been any other instances of that nature? 

Mr. Brenner. Well, I will say prior to World War II there was a 
lot of it done that way. There was no service billed which was due 
to competitive reasons. 

Mr. Warren. After that period? 

Mr. Brenner. After that we billed all our shippers, after about 
1945, right after the war stopped. 
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\fr. Warren. Have you ever passed an export declaration at the 
request of a steamship line who was designated to do forwarding for 
a shipper? 

Mr. BRENNER. No. 

Mr. Warren. You have not? 

Mr. Brenner. No, sir. 

Mr. Warren. Mr. Chairman, I have no further questions. 

Mr. THompson. Judge Chase? 

Mr. Cuase. Mr. Brenner, to clear up one point here, on page 1, 
you stated that you had started certain exporters in the business of 
exporting. 

Mr. BRENNER. Yes, sir. 

Mr. Cuase. Then the carriers subsequently undertook to prevail 
on the exporter to let them make the bookings. 

Mr. Brenner. That is correct. 

Mr. Cuase. Why did the carriers do that to your knowledge, to 
avoid paying the brokerage? 

Mr. Brenner. No, not exactly. They just liked to get acquainted 
with the new exporter, whoever he may be. They want to know 
whom they shall contact. They do like to make that contact and so 
long as it does not interfere with our operations, we do not mind at all. 

Mr. Cuase. But in some of those cases the bookings were made. 

Mr. Brenner. We generally like to control the booking because, 
well, it pate us in a better light with the steamship company. 

Mr. Cuase. But in some of these cases you no loager make the 
bookings? 

Mr. Brenner. In many cases we do not 

Mr. Cuase. The shipper followed the advice of the carrier? 

Mr. Brenner. That is right. 

Mr. Cuase. In those cases did you still collect brokerage? 

Mr. BRENNER. Yes. 

Mr. Cuasez. Even though you did not make the booking? 

Mr. BRENNER. Yes. 

Mr. Warren. Do you feel that this was an unfair practice on the 
part of the carriers? 

Mr. Brenner. Not necessarily, no. 

Mr. Warren. You do not? 

Mr. BRENNER. Because we feel that we are serving the carriers as 
well as the shipper. Just so long as we are in the picture and do the 
physical end of it, we are satisfied. 

Mr. THompson. As long as you get brokerage they can do all the 
work if they want to. 

Mr. Brenner. Well, I would not go that far. 

Mr. THompson. Have you finished, Judge Chase? 

Mr. Cuase. Yes. 

Mr. Toompson. Have you ever solicited large corporations for busi- 
ness and have them tell you: No, they did not want to use freight 
forwarders services because they had a traflic department thoroughly 

quipped to do the work for themselves? 

Mr. Brenner. Yes. 

Mr. Tuompson. Have you ever indicated to any of these large ex- 
porters that possibly you could do this work for them at a cheaper rate 
than their costs through their own traffic department? 

Mr. Brenner. Yes, we have. 
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Mr. THompson. Have you had them turn you down even after you 
had shown them that? 

Mr. Brenner. That is correct. 

Mr. Tuompson. What was their reasoning? 

Mr. Brenner. Well, I think the reasoning was that they probably 
figured out that they could not save enough money by using our 
services. They have their own traffic department and, just for 
argument sake, maybe it would cost them $10,000 a year to maintain 
that traffic department. Well, we may come along and figure that 
we could do it for $5,000 or $7,500 a year. They do not feel it is 
worth while for them to make the change over to us because they are 
only going to save about $2,500 a year. Possibly if we told them we 
would do it for a thousand dollars a year they may go for it. 

Mr. Tuompson. They felt they would rather control their own 
services? 

Mr. Brenner. That is right. 

Mr. THompson. Do you have any such exporters who maintain a 
traffic department, perform their booking and other services, where 
your only function is possibly to clear the declaration of export and 
accomplish the signature of the carrier on the bill of lading where you 
are designated as forwarder? 

Mr. Brenner. We have just the one account which we were 
talking about previously. 

Mr. THompson. Even though you charge a fee do you have any 
such accounts where they maintain a full traffic de partment? 

Mr. Brenner. No. 

Mr. THompson. None at all? 

Mr. Brenner. No, sir. 

Mr. THompson. And on the one with whom you do maintain an 
account, you charge nothing? 

Mr. Brenner. That is right. 

Mr. Warren. Are there any shippers among your clients on whose 
shipments you prepare the export declaration, prepare the bill 
lading, and make a general distribution of the documents? Do you 
have any clients of that nature where you perform the functions that 
I enumerated? 

Mr. Brenner. Where we prepare the bill of lading, make the 
declaration? 

Mr. Warren. And distribution of the documents. 

Mr. BRENNER. Yes. 

Mr. Warren. Where they are limited to those functions? 

Mr. Brenner. They do not limit you just to those functions. 
When we handle a shipment we handle it all the way through. 

Mr. Warren. But in addition to the case that you mentioned, you 
have no other clients for whom you perform such limited functions 
and only those functions; is that correct? 

Mr. BRENNER. Yes. 

Mr. Warren. You perform more than that? 

Mr. Brenner. Yes, sir. 

Mr. Warren. Mr. Chairman, I request that the witness submit 
the names of any exporters or shippers who have not previously 
exported except for his intervention. 

Mr. Brenner. I would be very glad to do it. I have a very good 
one right now. We are right in the middle of it. 
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Mr. WARREN. Since 1955 to the present date. 

Mr. BreNNER. We would be glad to do it. It is not complete, 
however, because the information is not complete. We have been 
working on this for, oh, maybe 2 months. 

Mr. WarrREN. From 1955 to the present date. 

(See appendix printed as supplement to the hearing.) 

Mr. BRENNER. Yes. We have another one that the gentleman 
came in to see us but it has all been verbal. 1 can give you his name. 

Mr. THompson. If you could furnish it to the subcommittee it 
would be sufficient. Do you-know. of any dummy freight ferwarders 
in operation on the west coast? 

Mr. BRENNER. No, sir. 

Mr. THompson. That is a good situation. 

Thank you very much, Mr. Brenner. Are there further questions 
from members? 

Judge Chase? 

Mr. Cuass. Mr. Brenner, you mentioned about soliciting a pro- 
spective customer who had his own traffic department paying, we will 
say, $10,000 a year. 

Mr. BRENNER. Yes. 

Mr. Cuasg. And he decided that it would cost him only a little 
more to maintain his department and do the business himself rather 
than to employ you. At that stage of the proceeding, how did he 
know how much it would cost him if he employed you? Do you have 
a schedule of fees or did you make an appraisal of his anticipated 
volume of business for the coming year? 

Mr. Brenner. That is right. We made an appraisal and figured 
out—lI forget just what the figures were, but after we appraised the 
situation they told us that it just-would not pay them to change over 
because there was not enough money they could save. 

Mr. Cuast. But vou were able to-— 

Mr. BRENNER. Reduce their operation by so many dollars. 

Mr. Cuasz. So necessarily he had to tell you about what the volume 
of business would be that he would have for the coming year? 

Mr. Brenner. That is right. 

Mr. Coase. Then you would break that down into a specifie 
figure? 

Mr. Brenner. Yes. 

Mr. Cuaset. In breaking it down, did you itemize the cost? 

Mr. Brenner. Just for each shipment. We itemized for each 
country where the shipment was destined. You see, each country 
is different. Some countries require consular documentation which 
makes the operation a little more difficult. Other countries do not 
require any documentation and it is relatively easy. 

Mr. Cuase. But you were able to make a definite offer of charges 
for the ensuing year on the anticipated volume of business that you 
thought he would have? 

Mr. BRENNER. Yes, sir. 

Mr. Cuasr. Do you have a schedule of fees in connection with 
these different services? 

Mr. Brenner. Well, we try to keep our fees on a level. After we 
find out what volume a man has that is a determining factor. Some- 
times one man will have a hundred shipments a month ‘whereas another 
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man may have only 2 or 3a month. I think that should be a deter- 
mining factor in what your rates are. 

Mr. Warren. Mr. Brenner, in arriving at the charge in this particu- 
lar case, did you take brokerage into consideration? 

Mr. BrenNER. Oh, yes. 

Mr. Warren. You did? 

Mr. Brenner. Definitely. 

Mr. Warren. Could you have afforded this potential client a 
saving if it were not for brokerage? 

Mr. Brenner. If it were not for brokerage; no. 

Mr. Warren. Mr. Chairman, I have no further questions. 

Mr. THompson. Thank you for appearing, Mr. Brenner, and the 
other witnesses. 

We will adjourn until tomorrow morning at 10 o’clock. 

Mr. Brenner. Thank you, gentlemen. 

(Whereupon, at 4:45 p. m., the hearing was adjourned until 10 a. m., 
Tuesday, November 1, 1955.) 
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INVESTIGATION INTO THE ACTIVITIES OF FOREIGN 
FREIGHT FORWARDERS AND BROKERS 


TUESDAY, NOVEMBER 1, 1955 


House or REPRESENTATIVES, 
SPECIAL SUBCOMMITTEE ON 
foreiGN Freigur FoRWARDERS AND BROKERS OF THE 
ComMITTEE ON MerRcHANT MARINE AND FISHERIES, 
San Francisco, Calif. 

The subcommittee met at 10 a. m., pursuant to recess in the United 
States Customs Courtroom, United States Appraisers Building, 
San Francisco, Calif., Hon. T. A. Thompson (chairman of the sub- 
committee) presiding. 
resent: Representatives Thompson, Davidson, and Chase. 
resent also: Representative Allen, and Charles F. Warren, 
chief counsel to the subcommittee. 

Mr. Trompson. The subcommittee will come to order. This 
morning and this afternoon we have witnesses scheduled who will 
represent various Pacific coast steamship carriers on the subject of 
freight forwarders. 

We have with us today our good friend and able colleague on our 
committee, Congressman John J. Allen, from California. We are 
very happy that he came. 

[ hope, Congressman Allen, that you will help us by directing any 
questions, or making suggestions or comments, while you are here. 
{t will be helpful. 

Mr. Atuten. Thank you, sir. I will do what I can. 

Mr. TuHompson. The subcommittee is composed of Judge Chase, 
of Nebraska, on mv left, Congressman Davidson, of New York, on my 
ight, and committee counsel, Mr. Warren. 

The first witness scheduled is Mr. J. F. McArt, chairman of the 
Pacific Coast European Conference. 

Mr. McArt, would you please be seated, identify yourself to the 
eporter, and make such prepared statement as vou wish. After- 
vard, counsel and members would like to ask you some questions. 
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STATEMENT OF J. F. McART, CHAIRMAN, PACIFIC COAST 
EUROPEAN CONFERENCE 


Mr. McArr. Thank you, sir. My name is John F. MeArt. [ am 
and have been chairman of Pacific Coast European Conference since 
February 1947. The conference is a voluntary association of common 
carriers offering regular scheduled sailings from the Pacific coast to 
ports in the United Kingdom, Scandinavia, continental Europe and 
on the Mediterranean Sea. The function of the conference is the 
establishment and maintenance of agreed ocean freight rates which 
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is authorized by a conference agreement filed with the Federal Mari- 
time Board and approved under a Federal statute, namely, section 15 
of the Shipping Act, 1916. As chairman, I act as executive officer in 
administering the affairs of the conference. 

Prior to my appointment as conference chairman, I was employed 
in various positions for some 25 years by the agencies which preceded 
the present Federal Maritime Board. "That service included 8 years 
in the regulation office of the agency and some 5 years as. Director of 
Freight Rates for the War Shipping Administration. 

In this statement, I will endeavor to direct my remarks to the 
matters indicated on the attachment to Mr. Thompson’s letter to me 
of October 17, 1955. Point 1 was entitled ‘‘Conference or Association 
background” and that has been covered. 

Point 2 relates to ‘‘Matters concerning the use of and the compensa- 
tion received by forwarders and brokers on Government export ship- 
ments with emphasis upon” four items enumerated from (a) to (d). 

Point 3 is entitled “Analysis of services forwarders and brokers 
render to carriers and to shippers on commercial export shipments.”’ 
[ will direct myself to 2 and 3 together for, so far as I know, there is no 

significant difference between “the relationship of forwarders and 
brokers to the carriers on Government export shipments as distin- 
guished from commercial export shipments. 

These are fundamental questions upon which I assume other 
witnesses will testify. I will speak on them from the knowledge I have 
gained in administering the affairs of the conference since 1947 and as 
Director of Freight Rates for the War Shipping Administration. 

At the outset, the questions do not distinguish between forwarders 
and brokers and I believe it is the failure to make this distinction in 

various regulations and decisions issued by the Federal Maritime 
Board and by its predecessors, all hereinafter referred to as “the 
Board,” that has created the existing problems. 

The functions and employment of forwarders and brokers are en- 
tirely different. The Board has assumed regulatory jurisdiction over 
forwarders but has declared that it has no regulatory jurisdiction.over 
brokers. Nevertheless, the Board has undertaken to regulate com- 
pensation payable to brokers by carriers but has not undertaken to 
regulate compensation payable to forwarders. The Board has under- 
taken to prescribe minimum rates of brokerage payable to brokers but 
has not undertaken to prescribe minimum or any other rates of com- 
pensation payable to forwarders by their customers who, of course, 
are the shippers and exporters of goods transported by the carriers. 

The present situation in the Pacific coast- Europe trade, and one 
which has existed to more or less the same degree for many years, is 
that the carriers rarely, if ever, employ brokers and, of course, never 
employ forwarders. Nevertheless, the carriers, because of competi- 
tive conditions existing among themselves, are compelled to pay fees 
to forwarders in any amount demanded up to whatever ceiling they 
may impose by collective action. The Board has said that the pay- 
ment of brokerage to brokers cannot be less than 1% percent of the 
total freight moneys received by the carriers. Since the Board has 
renounced any jurisdiction over brokers, it is believed there has been 
no support for its decision that the carriers could not pay less than 
1% percent to brokers. In practice, this decision has been interpreted 
to mean that the carriers cannot collectively refuse to pay 1% percent 
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brokerage to anyone who represents himself as a broker. It has 
become an almost universal practice in the United States for for- 
warders to misrepresent themselves as brokers and to demand broker- 
age from the carriers. Since the forwarders are the representatives of 
their customers, namely, the exporters and shippers with whom the 
carriers deal and upon whom they must depend for cargo offerings, it 
is impossible for any carrier to decline to pay such demands unless 
all of his competitors also agree to decline such demands. It is this 
type of agreement which the Board has refused to permit. 

I think this particular point can best be illustrated by quoting from 
the report of the Interstate Commerce Commission on the same sub- 
ject which ultimately led to the passage of the act regulating freight 
forwarders in domestic interstate commerce. After investigating the 
subject of the payment of brokerage fees to freight forwarders by the 
railroads, the Commission said: 

This proceeding demonstrates that any railroad refusing the demands of the 
forwarders would summarily sacrifice its traffic to another railroad unless, of 
course, the railroads in general should combine in their efforts and that is exactly 
what they have refrained from doing for " ar of losing their individual prestige 
with their particular forwarders (229 I. C. C. 302). 

At another time, in connection ih an application for a broker’s 
license to engage in motor carrier transportation, the Commission 

sald: 

Clearly, any arrangement tending to vest control of a shipper’s traffic in an 
applicant for a broker’s license is not compatible with the public interest since it 
places him in a position where he can indulge in the very practices which Congress, 
in subjeeting brokers to regulation, intended thereby to prevent. Having gained 
control of the traffic, it logically follows that he would route the traffic over the 
lines of carriers which are willing to pay him a commission rather than over 
carriers which might render a more expeditious service. In this connection, it 
is significant that applicant on many occasions has routed traffic over the lines of 
carriers with which he had arrangements for the payment of commissions requiring 
a transfer of lading en route although direct single line service was available. 

The conclusion is warranted that the success of applicant’s brokerage business 
in the past stemmed from his ability to control the traffic of certain shippers 
through the gratuitous performance of important nontransportation services for 
them. His principal services benefitted only the . Lippers but they paid nothing 
therefor (Friedman’s Broker Application, 44 M. C. C. 631, 636). 

These expressions by the Interstate ammaaenis Commission are 
equally applicable to the situation which pertains in the foreign trade 
with which I am concerned. The inescapable fact is that many 
shippers vest in their forwarding agents almost complete control of 
the routing of their cargo along with the preparation of the various 
shipping documents that must be completed in effecting an export 
shipment. This control enables a forwarder to route the cargo by a 
carrier which will pay a commission or fee, whether you call it “bro- 
kerage’’ or any other name, so that because of the Board’s decision 
against permitting the carriers to refuse collectively such demands, it 
has become common for carriers to pay these fees without question. 
In fact. my observation leads me to believe that such fees are paid to 
forwarders by carriers on the overwhelming preponderance of the 
entire export commerce of the United States. 

Point 3 reads: 

Analysis of services forwarders and brokers render to carriers and to shippers on 
commercial export shipments. 
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Here again it is necessary to distinguish between forwarders and 
brokers. Since forwarders act exclusively as agents or representatives 
of shippers, it is apparent that they do not render services of any 
nature for the carriers, although their various services are frequently 
beneficial to the carriers. Brokers, on the other hand, are independent 
middlemen who can render the service of securing cargo for a vessel 
or of securing a vessel for cargo. The functions of a broker are 
generally recognized to be devoted primarily to so-called tramp opera- 
tions and not to the liner services such as those conducted by members 
of the conference which I represent. It has never come to my atten- 
tion that any carrier representative has criticized in any way the value 
of services rendered by brokers to the carriers who employ them. 

Furthermore, it has never come to my attention that any carrier 
representative has doubted the value of services rendered by for- 
warders to the shippers whom they represent. Our problem stems 
entirely from the fact that forwarders have been represented to be 
brokers when in fact they are not and because of such representation, 
and because forwarders are often vested with the control of export 
traffic for shippers whom they represent, such persons are able to 
demand and receive fees from the carriers in the guise of brokerage. 

Item 4 (a) is “legal status of forwarder and “broker.” This is a 
matter I have referred to briefly already. Not being a lawyer, it is 
not one I should elaborate on to any great extent except to say that 
it is my observation that the legal status of forwarders and brokers 
appears to be properly established in domestic commerce but thor- 
oughly confused in export foreign commerce as a result of the Board’s 
failure to distinguish between forwarders and brokers and between 
forwarding fees and brokerage. For example, in one case the Board 
said that it does not have jurisdiction of brokers but does have juris- 
diction of forwarders. In that case it said that rules made by steam- 
ship conferences should carefully distinguish between forwarders and 
brokers. Since that early decision, subsequent decisions have frus- 
trated every effort to distinguish between forwarders and brokers. 

In its decision in docket 657 the Board defined ‘‘forwarders.”’ It 
then went on to say that brokerage is compensation for a brokerage 
service but that it is payable to a forwarder. It also said that it is 
payable to a broker. It concluded by saying that a collective refusal 
to pay brokerage to brokers would be detrimental to the commerce 
of the United States because of an adverse effect upon forwarders. 

In a regulation entitled General Order 72, issued about the same 
time docket 657 was decided, the Board carefully defined forwarders 
as agents of shippers; it referred briefly to forwarding fees charged by 
forwarders to their customers, the shipper, and went on to say that a 
forwarder could collect brokerage only if he obtained a registration 
number from the Board: 

In a case decided in October 1941, it was held that it would be 
clearly unlawful for any common carrier to pay brokerage to a for- 
warder; but in a case decided in March 1953, it was held that it would 
be unlawful for carriers to agree to pay less than 14 percent brokerage 
to forwarders. These are only a few examples. When a group of 
conferences attempted to adopt conference rules limiting the pay- 
ment of brokerage to brokers for the performance of a true brokerage 
service, the Board refused permission to put the rules in effect. On 
the other hand, when the same conferences adopted rules that broker- 
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age could be paid only to forwarders and not to brokers, the Board 
was thoroughly satisfied with the rules. Nevertheless, in a recent 
Board hearing in this city in which I testified, an attorney representing 
the Board severely criticized me for not administering the affairs of 
my conference so as to prevent the payment of brokerage to forwarders. 

The Board has no objection to conference carriers collectively 
refusing to pay brokerage to brokers or forwarders in the inbound 
foreign trades and the domestic trades, that is, between the United 
States and its Territories and possessions. Brokerage payments to 
forwarders are absolutely prohibited in the intercoastal and coastwise 
trades which are under the jurisdiction of the Interstate Commerce 
Commission. Nevertheless, the Board says that it is detrimental to 
the foreign export commerce of the United States for the carriers to 
refuse to pay brokerage to forwarders. 

If it is possible to confound the confusion even more than I have 
already described it, that has been done by a reading of the transcript 
of the first day’s hearing of this committee in Washington, D. C. 
Among other things, I was particularly impressed with the answer 
civen by a witness for the Board to this question: 

Is there anything wrong with a forwarder collecting brokerage if we assume 
hypothetically that the forwarder does not earn brokerage? 


The answer was: 
I see nothing wrong with it if the carrier voluntarily pays it to him. 


To say the very least, we are thoroughly confused and most sin- 
cerely hope that the hearings now being conducted by this committee 
will clear the air. 

The only part of item 4 (b) to which I feel I can properly direct 
myself is the— 

Importance of forwarders to * * * carriers, and developing the foreign commerce 
of the United States. 

Since forwarders are shippers’ representatives and perform the func- 
tions the shippers themselves would otherwise perform, their impor- 
tance to the carriers is exactly the same as the importance of the ship- 
pers themselves. A forwarder performs the same functions that a 
shipper’s traffic manager or traffic department would perform in the 
absence of a forwarder. If those functions were not performed either 
by the shipper himself or by the forwarder in his behalf, obviously the 
traffic would not be delivered to the carriers and the consequences are 
perfectly obvious. 

As to developing the commerce of the United States, I have not 
been convinced that forwarders have either contributed to or detracted 
from the volume of foreign commerce of the United States. In fact, 
the type of representative services which they perform are not such 
as could develop the foreign commerce of the United States; most cer- 
tainly we would not expect them to impede it in any way. 

[ have no knowledge of the “Sources of forwarder income and 
significance of each source” as referred to in 4 (c) other than the 
brokerage paid by carriers and to which reference has already been 
made herein. 

[tem 4 (d)—“Definition of brokerage’’—is the $64,000 question. 
In view of the state of confusion which has resulted from the various 
inconsistent decisions of the regulatory agencies, | cannot tell you 
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what the definition of brokerage actually is. I can only tell you 
what I think it should be. One of the Board’s definitions was “Bro- 
kerage is compensation for the service of securing cargo for a vessel.” 
This appears to be the only proper and correct understanding of the 
term “brokerage.’’ It means in effect that an independent contractor 
or broker, upon employment by a carrier, undertakes to solicit cargo 
for that carrier and by his solicitation efforts, he obtains or secures a 
contract for the carriage of goods. In such instance the independent 
contractor or broker has performed a service of securing cargo for 
the carrier and obviously is entitled to compensation for that service. 
This is the type of service performed by brokers or tramp operators 
in obtaining cargo for their unscheduled vessels. Such operators do 
not employ solicitation staffs of their own as do the liner companies. 
Hence, presumably they require the services of independent brokers 
to obtain cargo for them. On the other hand, the liner operators, 
such as those whom I represent in my conference, employ their own 
solicitation staffs and operate a regularly scheduled service comparable 
to that maintained by the railroads. It is readily seen that the 
performance of a brokerage service for a tramp operator is far different 
from the relationship of forwarders to berth operators. In the latter 
case, forwarders cannot secure cargo for the carrier because by the 
nature of their operations they must be employed by shippers to 
secure their transportation space among their other obligations and 
duties to such a rs. 

Point 4 (e) is “Responsibility of carrier to insure that brokerage 
is payable aa ‘re properly earned and only to those legally to receive 
it.” I know of no instance where a carrier questioned its responsi- 
bility to pay a properly earned broker rage fee. The problem arises 
only in connection with the carrier’s obligations to decline to pay 
brokerage to a forwarder when it is not properly earned. In these 
circumstances, it is impossible for the carriers to discharge their 
legal responsibility to avoid paying isnuasiien of any kind to 
shippers or their agents in the absence of clear-cut definitions and 
regulations from the board or, in the alternative, the right collec- 
tively to decline to pay such fees. Since the payment of fees to 
shippers’ forwarding agents is controlled entirely by competition 
among the carriers for cargo and for the favor of the shippers and 
their agents, it goes without saying that no individual carrier can 
decline payment without sacrificing the cargo to a competitor who 
is willing to pay. 

Regarding item 4 (f), the “Performance of forwarding functions 
by carriers and practice in regard thereto,’”? my experience and ob- 
servation is very limited in this respect. I believe that the carriers 
in the trade which I represent do not perform forwarding functions 
to any great extent. 

Point 4 (g) is “Basis for paying brokerage.’”’ In the trades cov- 
ered by my conference, brokerage has been paid since before the open- 
ing of the Panama Canal. At the present time and for many years 
past it is authorized by a conference tariff rule which provides in 
substance that brokerage may not be paid in excess of 1% percent of 
ocean freight with certain exceptions, some of which provide that, no 
brokerage may be paid at all on particular commodities and at less 
than 1% percent on other commodities. That rule is now the subject 
of attack by forwarders in a proceeding before the Federal Maritime 
Board. 
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Point 4 (h) is “Extent of solicitation activities between forwarders, 
carriers and shippers.’’ As I hawe previously stated, the carriers in my 
conference all employ their own solicitation staffs and rely upon them 
to solicit cargo for them. They also solicit forwarders as agents of 
shippers in the same manner as they would solicit a shipper’s own 
traffic manager or other individual in the shipper’s employ who might 
be in charge of handling export cargo. 

Point 4 (i) 1s “Factors affecting forwarder’s selection of a particular 
carrier to handle a particular shipment.’ Generally, the conference 
rate of brokerage is fixed by tariff rule or agreement and limited to a 
maximum percentage which in practice is the actual percentage. It 
is obvious that, therefore, under these circumstances there is no 
financial benefit to a forwarder to choose one conference carrier over 
another and presumably a forwarder will select the one whose service 
is best fitted to the needs of the forwarder’s customers, that is, the 
shippers whose cargo is to be exported. In fact, in the case now pend- 
ing before the Board which I referred to earlier, a number of forward- 
ers testified that their primary obligation was to serve the best inter- 
ests of the shippers they represent and to obtain the best available 
transportation for them. I certainly have no reason to question these 
statements so long as the rate of brokerage paid by all carriers is uni- 
form. I think a concise explanation of the factors affecting a for- 
warder’s selection of a particular carrier is that contained in the Inter- 
state Commerce Commission decision I have already referred to, 
Friedman’s broker application, wherein the Commission stated: 

Having gained control of the traffic, it logically follows that he would route 
the traffic over the lines of carriers which are willing to pay him a commission, 
rather than over carriers which might render a more expeditious service. 

Item 5 is entitled “Existence of abuses and questionable practices 
involving the use of forwarders:and brokers, including suggestions for 
correcting such abuses -and -praetices.”” Subitem (a) under this 
caption is ““Rebating brokerage by splitting brokerage with shipper 
or reducing or waiving forwarding fee.’’ I have no knowledge of the 
splitting of brokerage with shippers. It is generally known, however, 
that forwarders perform forwarding services free or at reduced amounts 
for their customers in order to gain control of their traffic for the 
purpose of securing brokerage from the carriers. 

Subitem 5 (b) is “Payment of brokerage to dummy forwarders.” 
This is another matter upon which my own personal knowledge is 
deficient and I shall have to pass it without comment, going on to 
subitem 5 (c¢) which is “Payment of brokerage when not properly 
earned.”’ T have alluded to that subject throughout my statement 
and can summarize only by saying that the overwhelming amount, 
if not the entire amount, of brokerage paid by the liner operators in 
the Pacific coast-European trade is not earned by the performance 
of a true brokerage service. I believe all such brokerage fees fall 
within the deseription given of similar payments by the railroads to 
freight forwarders in the United States Supreme Court decision 
entitled “U7. S. v. Lehigh Valley Railroad,” reported in volume 243 
of United States Supreme Court Reports at page 446. Referring to 
the services performed by the forwarder for which it was paid a 
brokerage commission or fee by the railroad, the Court said: 

It is true no doubt George W.. Sheldon. & Co. in the performance of these 
services for which it is paid, maintains its offices here and abroad, advertises the 
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railroad, solicits traffic for it, does various other useful things and, in short, we 
assume benefits the road and earns its money, if it were allowable to earn money 
in that way. 

It is my experience that the services performed by ocean freight 
forwarders are of the same nature as those stated by the Supreme 
Court above. In that case the Court held that the payment of any 
compensation by the railroad to the forwarder was an unlawful rebate. 
In short, in my opinion, brokerage cannot be properly earned by 
forwarders in berth or liner operations where the carriers operate 
regular scheduled services and perform their own solicitation. 

Finally, with regard to point 6 which refers to the sufficiency of 
existing laws and regulations and the possible need for additional 
legislation, I will again refer to my previous statement that the 
decisions and regulations issued by the Board are responsible in large 
part for the inability of the carriers themselves to prohibit payment 
of improper brokerage. It seems abundantly clear that the presently 
existing laws and particularly existing regulations tend to promote 
the payment of brokerage to forwarders. As I have said, many 
conference tariff rules sponsored } by the Board prohibit the payment 
of brokerage to a broker. Some such tariff rules provide that brokerage 
may be paid only to a forwarder who is actually designated in writing 
by a shipper to be that shipper’s forwarding agent. Such designation 
makes it clear bevond the slightest dispute that the forwarder cannot 
be a broker and is in fact the agent of the shipper. Such rules merely 
highlight the existing situation under regulations and decisions of the 
Board which foster and encourage the payment of brokerage to 
shipper’s agents. While this is a direct violation of the decision in 
the Garcia case, reported in volume 2 USMC at page 615, nevertheless 
it is equally clear that the carriers themselves cannot police the 
payment of such fees without official guidance. 

Since I am testifying at the committee’s request as chairman of a 
conference composed of 21 members, I should like to conclude by 
pointing out that the various views I have expressed may not neces- 
sarily be shared in every respect by each and every one of those 21 
lines. 

Thank you very much, gentlemen, for your patience and for this 
opportunity of appearing before you. 

Mr. Tuompson. Thank you, Mr. McArt. 

Of these 21 lines, Mr. McArt, that you represent, how many are 
under the American flag? 

Mr. McArr. Only one line, sir, flies the American flag. 

Mr. THompson. The rest of them are foreign flags? 

Mr. McArr. Yes, sir, the rest of them represent 10 different 
nationalities, 11 in all, including the American. 

Mr. THompson. In your statement you mentioned that you would 
have no comment on the so-called dummy forwarders. Do you have 
knowledge of any case where a member of your conference has paid 
brokerage to a forwarder who actually performed no function or per- 
formed only messenger service and distributed the documents? 

Mr. McArt. That is not an easy question for me to answer, sir, 
because I do not personally supervise any payments of brokerage. 
It is quite true that the conference will establish its tariff rule on 
brokerage but, at the same time, the actual payment of the brokerage 
is done in the offices of the carriers, and, I repeat, I do not personally 
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see to it that brokerage is paid under the circumstances you relate. 
There have been rumors to the effect abroad in the street that that 
isso. Beyond that I have no personal knowledge. 

Mr. THomeson. Then, knowing that these hearings were to be held, 
and in your meetings with the members of your conference, none of 
them complained that they were paying brokerage to forwarders who 
performed only messenger service or no service at all? 

Mr. McArt. Well, there have been occasions when there has been 
dissatisfaction voiced privately to me that they are paying for services 
of the character you describe. 

Mr. THompson. So you have had representations in that respect? 

Mr. McArrt. Yes. 

Mr. THompson. Would you call that type of payment a payment 
to a dummy forwarder? 

Mr. McArt. I have not construed that to be a dummy forwarder 
in that sense, because in the cases I have in mind, the forwarder does, 
so far as I know, exist as a legitimate broker, or forwarder, as they 
term themselves, not having been set up to drain off some income 
through an improper source. I mean, they have an interest in the 
cargo or something of that sort. 

Perhaps I misunderstood your meaning of dummy forwarder. 

Mr. THompson. Then, your main reason for protesting the payment 
of brokerage would not be because the forwarder-broker does not 
perform services, but your protest would be based mainly upon the 
fact that the forwarder-broker is principally an agent of the shipper 
and the benefits derived from his activities are primarily for the 
shipper and not for the carrier? 

Mr. McArr. I think that is a fair way to put it, because the amount 
of brokerage which they paid, in the opinion of the people discussing 
it with me, did not represent truly a payment for services rendered. 
The cargo was not secured for the vessel. It came to the vessel 
without the aid and assistance in any respect whatsoever of the 
forwarder-broker. 

Mr. Davipson. Do you think that is so in all cases? 

Mr. McArrt. In my opinion, in the berth services, services are 
performed but in my opinion not for the carrier. They are performed 
on behalf of and obviously for the benefit of the shipper. 

Mr. Davipson. What I cannot understand is that if it is claimed 
that these people do not render any service to the carriers, do not 
secure cargoes, if that is the claim, then why are the carriers so afraid 
of them? 

I think that the potential, the ability to withhold business from 
the carrier is tantamount to and some indication of the broker’s 
ability to secure cargoes for him. 

Why are you so afraid? W hy is it that none of the carriers come 
forward and testify? None of them wants to stand up and be a target 
if these fellows do not bring them any business. 

Mr. McArr. My answer to that is I may say the fear of competi- 
tion as between themselves. They want to remain on friendly terms 
with the brokers or the forwarders, whatever their name is, and they 
feel that to take a positive position is going to affect them from that 
competitive viewpoint. 

The payment of brokerage has been testified to by members of my 
conference in this proceeding, held in the city earlier this year, and it 
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was admitted that in their belief improper payments had been made, 
but it was done because of competitive reasons as between themselves. 

Mr. Tompson. Do the members of your conference, as a matter 
of practice, through the solicitation of business, recommend to ship- 
pers or exporters that they handle their business directly through 
their own fre ight departments or traffic departments and not through 
a forwarder? 

Mr. McArr. So far as I em concerned, T have never made any sug- 
gestion of that kind, and I would not know whether the members of 
the conference did or not. I do not think they would. That would 
be something that could best be ascertained by asking them. T do 
not see much point in their suggesting it, because here again there 
would be a competitive feature involved that: might be construed to 
the detriment of the carrier that made such a.suggestion. 

Mr. TxHompson. Do members of your conference enjoy the business 
of any shippers who refuse, as a matter of practice, to designate for- 
warders or brokers? 

Mr. McArrt. Oh, ves, indeed; they do. 

Mr. Tuompson. Is that a sizable portion of their business? 

Mr. McArrt. In the case of the Pacific Coast European Conference, 
I would say a very sizable portion of their business. 

Mr. THompson. What reason do these shippers give for refusing to 
designate a forwarder? 

Mr. McArrt. Those shippers have their own staff, traffic depart- 
ment, and process all of the necessary papers that are required to 
effect. their overseas shipments. So far as they are concerned, they 
feel that the introduction of a middleman into the transaction will add 
nothing to their facility in doing business and they prefer to retain 
whole and full control of their traffic. 

In addition to that, it has been represented, which is, of course, a 
fact, that if brokerage is payable on their products that it will tend to 
have its effect upon the freight rate. 

All in all, they feel that they, rather than a middleman can handle 
their own affairs best. 

Mr. Tuompson. Do any of the lines in your conference handle 
traffic or travel the routes to Australia? 

Mr. McArr. No, sir. No, none of my lines are in the Australian 
service that I can recall. 

Mr. Tuompson. Do you have any questions, Judge Chase? 

Mr. Cuase. Do you believe that a carrier who ayes to pay bro- 
kerage would be seriously damaged by the diversion of business by 
the forwarder? 

Mr. McArr. Certainly that carrier's position would be an unenvi- 
able —_ from the competitive standpoint. Whether he would, in 
fact, be seriously injured, is something which, of course, would have to 
be tested by a refusal to do that. So far as I know, there has been 
no outright refusal to pay brokerage, and I believe that stems, of 
course, from the competitive viewpoint that | just expressed. Prob- 
ably the controlling feature would be the extent to which the for- 
warder did actu: ally control the particular cargo. It is a real fear, J 
can assure you, on the competitive angle. 

Mr. Cuase. To your knowledge, no carrier has tested that out to 
ascertain just how much damage he might be subjected to? 

Mr. McArr. I cannot recall of any at the moment, Congressman. 
There have been times in the past when efforts have been made to 
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curtail brokerage and they have been abandoned because they felt 
that a situation might result whereby a boycott or some other device 
might be used against the carriers. 

Mr. Cuase. A boycott engaged in by a number of shippers? 

Mr. McArr. No, we say the forwarders would say that they 
would give the carrier no further traffic of a particular concern or ac- 
count. We mean a boycott in that sense, to pass by the line that 
was making the independent stand, exercising his managerial dis- 
cretion. 

Mr. Cuassz. That is all. 

Mr. THompson. Congressman Allen, do you have any questions? 

Mr. Auten. Mr. Chairman, because of Mr. McArt’s long experi- 
ence, I would like to ask him if he knows anything of the background 
at the time the Bland Act on freight forwarders was passed? 

Mr. McArr. Some, Mr. Allen. I was with the War Shipping 
Administration, and my recollection of the background of the Bland 
Act was perhaps somewhat in this fashion: The war at that time was 
being actively prosecuted and had been for some time insofar as our 
allies overseas were concerned, particularly the British. The latter, 
the British, had set up their own forwarding organizations within 
the United. States to handle their munitions and other supplies 
necessary to prosecute the war, and they felt that the creation of this 
forwarding organization within the British sphere was detrimental 
to the private forwarding interests in this country. The forwarding 
interests, therefore, approached the C ongress and sought the assist- 
ance of Congress in passing legislation which would bave for its im- 
mediate effect preservation of the Sseicabdiae industry during the 
war years; and, secondly, to see that those organizations would be 
able to function when peace came upon the world once more. 

| might say it was my definite understanding that that was an 
emergency measure designed, as I said and as the record as I read it 
rather clearly stated, to preserve the forwarding facilities or the organ- 
izations during the war years so that when the peace came they would 
be able to function again for their customers, the shippers. 

Mr. Auten. Have the functions of forwarders or brokers changed? 
In other words, are they the same now as they were before the Bland 
Act was passed or has either changed in any degree? 

Mr. McArt. Not so far as I can see, Mr. Allen. I would say that 
their functions now are the same as they were then. 

Mr. Auten. Thank you, Mr. Chairman. 

Mr. Davipson. I have another question. 

Mr. THompson. Congressman Davidson. 

Mr. Davipson. Mr. MecArt, in your opinion if payment of broker- 
age were eliminated, would vour conference feel that consideration of 
a downward revision of tariff rates would be justified? 

Mr. McArr. Yes, sir, | believe they would. We have some com- 
modities on which we pay no brokerage at all at the moment, and | 
can say to you that I believe that they would feel that the commodities 
would be deserving of a downward adjustment. Brokerage, theve is 
no question about it, is a factor in the making of freight rates 

Davipson. So you feel that your conference would go on record 
as justifying a downward revision of tariff rates if brokerage were 
eliminated? 

Mr. McArt. That is my belief; ves, sir, 
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Mr. Davipson. You feel that that would put your conference 
carriers in a better competitive position with other carriers, with for- 
eign shipping and such; is that right? 

Mr. McArr. Well, of course, within the conference itself most of 
the carriers who are maintaining service in the European trade— 
there are a couple of outsiders, but within the 21 lines themselves—you 
will find that there is where your service is for the shippers because 
they have the greatest number of ships, the greatest number of sailings 
and therefore the greatest service for the trade. 

Mr. Tuompson. Following through with that, what, in your opinion, 
would be the result insofar as forwarding fees from a shipper are 
concerned if brokerage were precluded from payment? 

Mr. McArr. I donot believe I quite understand that, Mr. Thompson. 

Mr. THompson. You mentioned that you think that a so-called 
forwarder-broker is principally the agent of the shipper and you state 
that it is an unfair payment for the carrier to have to make in the 
payment of brokerage where the cargo is not actually booked or 
secured by the forw arde r-broker. If broke rage were precluded from 
payment, what, in your opinion, would happen in the relationship 
between the shipper and the freight forwarder insofar as fees are 
concerned? 

Mr. McArr. In that event, I would say the freight forwarder would 
have to look to the party for whom he is performing the services for 
whatever compensation he was deserving of for the services he 
performed. 

Mr. THompson. You indicated that the forwarders normally do a 
real service for the shipper. ; 

Mr. McArr. Yes, sir, I believe they do. 

Mr. THompson. Do you feel that the average payments being 
received now by forwarders from shippers are adequate, or do you 
feel that forwarders look to the brokerage to offset much of their 
expense? 

Mr. McArr. It would be difficult for me to say whether what is 
received from a shipper by the forwarder in the way of forwarding 
fees is adequate or not, because I do not know what they get. 

Mr. THompson. You mentioned in your statement that you had 
knowledge that some shippers were receiving services free of charge. 

Mr. McArrt. In that case, obviously, if there is no service fee 
being charged or it is only a nominal fee, obviously there is some- 
thing wrong in a situation like that. 

Mr. Tuompson. If they are performing a real service for the shipper, 
would it not follow that they would then be expected to receive more 
from the shipper than they previously received if brokerage were 
eliminated with a resultant reduction in rates such as you mentioned 
might happen? 

Mr. McArt. It is quite possible that they would have to receive, I 
presume, a greater compensation from the shippers than they have 
been receiving now, obviously. I do not think that that exists 
throughout but particularly it is true in those cases where they are 
relying upon brokerage. Obviously, if it is necessary that they re- 
ceive that amount, they will have to receive it from some other source. 
There will be none other than the shippers to get it from. 

Mr. Tuompson. Following that through, if you say that a more 
adequate payment would be. probably paid by the shipper, would you 
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then consider that a reduction in fees from the shipper because of a 
reduction on that shipment would be tantamount to a rebate? 

Mr. McArt. Yes, sir, payment under those circumstances | would 
consider very definitely a rebate. 

Mr. THompson. Congressman Chase. 

Mr. Cuass. In your opinion, might there be a carrier who honestly 
and sincerely believed that his business was dependent upon a broker’s 
services? 

Mr. McArrt. There might be, sir, but I do not see how you could 
very well justify it if it we were to carefully weigh all the circumstances 
concerning the payment of brokerage, particularly to freight for- 
warders. We are talking about better service, of course, sir. 

Mr. Cnase. In other words, the members of your conference are 
satisfied that they could obtain cargo without the employment of 
brokers. 

Mr. McArr. In my opinion they very definitely do, sir. 

Mr. Cuase. And you would not think there would be any necessity 
of making any exceptions in any particular case where the carrier 
thought that he required the services? 

Mr. McArr. There might be an exception, sir, in the case of grain, 
which is a commodity which is handled by tramp operators as | 
referred to in my statement. In those cases, a carrier might ask that 
erain be secured for them, and I think that a pretty good case could 
be made that the handling of grain bookings and the securing of the 

cargo and getting of the contract is a service which, in my mind, is a 
more true or a truer brokerage service than anything I know of in 
this particular trade. 

There might be other instances in which that would be true. I 
think that is an example, however, that I believe would illustrate 
your question. 

Mr. Tuompson. Do any of your carriers engage in the carrying of 
lumber cargoes? 

Mr. McArr. Oh, yes; that is a very important cargo. 

Mr. Tuompson. To your knowledge, have forwarders ever assisted 
in accumulating sufficient quantities of lumber from small producers 
to make it profitable for a carrier to go into a given outport? 

Mr. McArv. I believe they might possibly do that, sir. My 
conference does not have a quantity restriction that would have to 
be met as far as making a call at a particular port. I believe that 
might be what you have in mind. 

Mr. Tuompson. I am sure that there are certain small producers, 
maybe 5, who each could produce 100,000 feet of lumber. Your ship 
could not call at a port for that small quantity whereas they could 
go in for a million feet. 

Would you say that the forwarders perform a service by accumula- 
tion of the products of shippers? 

Mr. McArr. He has performed a service which is of benefit to the 
shippers and possibly beneficial to the carriers, but it might be not 
beneficial to the carriers because they might not want to call at the 
small ports. They have attendant risks to the vessels and there is 
loss of time and other reasons. 

Mr. THompson. Then, why would you call there at all? 

Mr. McArr. In the maintaining of their service, it is necessary to 
take care of, shall we say, some of the cargo that is not as remunerative 
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as others, necessary to give a well-rounded service and call at quite 
a number of ports. Obviously, the carriers try to keep their number 
of ports of call down to a minimum because the greater the number 
of calls the greater your cost of operation. 

Mr. Tuompson. The carriers would rather not engage in business 
at outports? 

Mr. McArr. That is so. 

Mr. Tuompson. Thus, the services of the broker in those instances 
would be primarily to the shipper in getting a ship for his goods rather 
than to the carrier? 

Mr. McArr. Yes, sir; in my opinion that is correct. 

Mr. THompson. Counsel? 

Mr. Warren. Mr. Chairman, I request that the witness furnish, 
after consultation with his member lines, the total amount of broker- 
age paid in 1954 by such lines whether subsidized or not, whether for- 
eign or American. 

Mr. McArr. For the calendar year 1954? 

Mr. Warren. That is correct. 

Furthermore, Mr. Chairman, I request that the witness furnish the 
names of any member lines who are engaging in forwarding activities, 
with specification of whether or not they are engaging in forwarding 
activities at the request of the-shipper and/or at the request of 
forwarders themselves, and also the nature or the form which such 
activities take. 

Mr. Tuomrson. Could the witness furnish that to the committee? 

Mr. McArr. Yes, sir; I will do so at the earliest opportunity. 

(See appendix printed as supplement to the hearings.) 

Mr. Warren. Mr. McArt, you have indicated that your conference 
consists of one American line. What is the name of that line? 

Mr. McArr. States Marine Lines. 

Mr. Warren. The rest are foreign? 

Mr. McArr. Yes, sir. 

Mr. Warren. Prior to docket 657, were your member lines paying 
brokerage? 

Mr. McArr. Oh, yes, sir. 

Mr. Warren. Would you explain whether or not it was being paid 
locally and on overland traffic? 

Mr. McArr. In my conference we do not have any distinction 
between local and overland traffic. We draw cargo principally from 
the three Pacific States. We would be in effect backhauling if we were 
to go into the interior and bring it around through the Panama Canal. 
Therefore we draw very little cargo from any area east of the Rocky 
Mountains. 

Mr. Warren. Were all conferences, prior to docket 657, paying 
brokerage on the west coast, with exception to the Pacitic European? 

Mr. McArr. Well, my conference was unique in that, to my knowl- 
edge, it was the only conference that was paying brokerage on the 
Pacific coast except on the overland traffic to which you referred 
which would apply not to my conference but, say, to the Pacific 
Westbound Conference, because it was a natural route for them to 
go westward from the interior points in the United States. 

Mr. Warren. Could you advance a reason to this subcommittee 
why your conference paid brokerage prior to Docket 657 when there 
was no regulatory restriction? 





FOREIGN FREIGHT FORWARDERS AND BROKERS 937 


Mr. McArr. So far as my conference is concerned, it has been 
functioning since before the opening even of the Panama Canal, in a 
limited form, not perhaps a true conference. It has, to my knowledge, 
always paid brokerage. It has been unique in that respect that it has 
not been, as have been the other conferences on this coast that were 
started later, a conference which did not pay brokerage at all. 

The reasons for the payment of the brokerage perhaps lies in part 
that some of the lines that created the conference in the first instance, 
it is my understanding, were members, had services trans-Atlantic, 
for example, or out of the gulf which would be a trans-Atlantic trade 
too, and they paid brokerage. 

It might be said that what they did in those cases would be to 
extend to the Pacrfie coast the practices that they had been carrying 
on on the Atlantie coast. 

There might have been other lines that did not have any trans- 
Atlantic service. Nevertheless, it was in their opinion a proper thing 
to do or they desired to do it and they did. 

Mr. THompson. Why would it be proper at that time when there 
was no prohibition against a refusal to pay brokerage by a conference 
and improper now? 

Mr. McArr. Of course, in the early days, sir, 1 would assume 
and I will have to rely upon the historical transcript as I have been 
able to piece it together—that you did not have the diversified traffic 
moving from the Pacific coast to Europe then that you have today. 
You had a much smaller range of commodities to pick from and prob- 
ably lumber and grain were the principal commodities upon which 
the lines were basing their services. 

Mr. Toompson. Now, Mr. MeArt, when was it when the Board 
first placed the prohibition on any action by a conference that would 
preclude the payment of brokerage? 

Mr. McAnrr. In Docket 657. 

Mr. THompson. When was it? 

Mr. McArrt. I believe about 1950, sir. 

Mr. THompson. Were not conditions rather similar then to what 
conditions are today as far as scheduled sailings are concerned? If 
you paid brokerage before this action of the Board was taken, how 
can you assume that if the Board would take some action now which 
would allow vou to prohibit the payment of brokerage your lines 
would cease to pay brokerage? 

Mr. McArr. Of course, so far as the prohibition is concerned, 
which I mentioned to you, that was not directed against my confer- 
ence. It was directed against other conferences. 

Mr. THompson. I understand, because you were paying brokerage. 
But now you are complaining because the Board has taken action 
which would prevent you from the prohibiting of the payment of 
brokerage, and you are complaining that the Board causes your mem- 
bers to pay brokerage when they have always paid it even when it 
was within their authority to refuse the payment of it. 

What would make you think it would be different now than in 1951? 

Mr. McArr. The record that has transpired since the war vears 
und particularly since 1950 indicates that perhaps for one thing there 
is perhaps a better concept of what the payment of brokerage does 

ean and why it should be limited to the people who normally are 
entitled to brokerage; namely, brokers rather than forwarders. 






























































238 FOREIGN FREIGHT FORWARDERS AND BROKERS 





Mr. TuHompson. Suppose forwarder-brokers are in a position, as 
you say they are now, to divert business from your lines. If one line 
should refuse to pay brokerage, would they not be in the same position 
whether or not the Board took any action whatsoever on brokerage? 

Mr. McArrt. | think it is a question of the right, among other things, 
of the carriers to designate to whom they should pay brokerage and 
the conditions and other matters attendant upon it. For example, 
what we certainly in my conference desire to preserve is a right which 
we have exercised up to 1950 to determine amongst ourselves, mean- 
ing the lines, as to whether brokerage should be paid at all and in what 
amount on these different commodities, dependent upon the amount 
of service that is given to the member lines. 

In the case of certain commodities the conference has determined 
that no brokerage should be paid. It feels that if it is going to hire 
the services of a contractor it should be permitted to designate how 
much compensation it should pay if it uses their services. 

Mr. Tuompson. You are privileged now, of course, to refuse to pay 
brokerage. Any individual line can do that? 

Mr. McArr. Under the managerial-discretion theory, that is 
correct. 

Mr. THompson. Your statement indicates that the individual lines 
pay brokerage in almost every case where destination is made because 
of competitive reasons. But, you still state that you have a fear that 
if you do not pay it after the forwarder-broker is designated, that he 
will divert the shipper’s business to another line. Why could not and 
would not he do the very same thing regardless of any Board action 
or regulation? 

Mr. McArr. They would all be on a competitive plane then, if we 
prohibited the payment of brokerage in every case. There would be 
no incentive to take the cargo from one carrier to another. 

In the case that you have cited, carrier A has exercised his managerial 
discretion and refused to pay brokerage. 

Mr. Tuompson. There should be no difference now. Brokerage is 
uniformly 1% percent. 

Mr. McArr. I thought you meant if we prohibited it. 

Mr. THompson. That is right. You would still have the same com- 
petitive interest which would cause you to solicit brokers and for- 
warders and you would no doubt pay them brokerage as you did 
before these regulations were in effect, for the same reasons. Do you 
believe that? 

Mr. McArr. I am not so sure that they would now, sir. I believe 
my people have realized that the payment of brokerage is not what 
they believed it to be prior to these particular hearings. 

Mr. THompson. As long as you were paying it voluntarily, you 
thought it was good. The minute the regulation was put into effect, 
setting the amount, you felt that you were regimented and you do 
not like it; is that correct? 

Mr. McArr. It is not the mere case of being regimented. It is a 
question of, if a true brokerage service is pe formed, my people feel 
they should pay for that true brokerage service. It is tantamount 
to what the brokers-forwarders would have the Board do: Put all 
commodities on 1% percent or more if that were attainable. 

Mr. THompson. | wanted that for the record. 

Mr. WaRREN. What percentage of the volume of cargoes in the 
Pacific-European Conference move under exclusive patronage con- 
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tracts? And, would you describe such a contract for the benefit of 
the subcommittee? 

Mr. McArrt. I cannot give you percentagewise at the moment what 
the amount is. I can secure that for you for a period of time and 
furnish it to the committee. The principal commodities that are not 
under contract are lumber and grain. 1 would say, generally speaking, 
all the other commodities are under contract. 

Mr. WarrEN. Describe such a contract? 

Mr. McArr. A contract of the character I described is one which 
is entered into between the shipper on the one hand and the members 
of the conference on the other, under which the contracting shipper 
receives a lower rate of freight for his undertaking to furnish to the 
carriers all of the shipments which he makes overseas in the trades 
covered by the conference. 

Mr. Warren. I take it that some of the shippers under such con- 
tracts with the conference designate freight forwarders, and others do 
not; is that correct? 

Mr. McArr. In my conference we do not have a system of desig- 
nating freight forwarders as do certain other conferences in this city. 

Mr. Warren. I am speaking of the shipper designating a freight 
forwarder who operates under an exclusive contract. 

Mr. McArr. Perhaps I did not make myself clear. The shippers 
do not have to designate to me to whom the brokerage should be paid. 

Mr. Warren. I realize that. 

Mr. McArrt. In some conferences they do have a designation. 

Mr. Warren. I am asking the question: Under some of those ex- 
clusive contract provisions with shippers do any of those shippers 
designate freight forwarders? What is the function of a freight for- 
warder under an exclusive patronage contract? 

Mr. McArrt. He is not mentioned in those contracts at all, sir. 

Mr. WarreEN. Granted, but what does he do? Does he secure the 
cargo where there is an exclusive patronage contract? 

Mr. McArr. In my opinion, he does not. 

Mr. Warren. Why? 

Mr. McArt. He is acting for the shipper. He cannot secure the 
cargo of the person for whom he is acting. He is an agent of that 
particular shipper. He will secure space but he does not secure the 
cargo. It is tantamount, as | said, to securing from the forwarder. 

It is the same as going to the shipper himself. 

Mr. Warren. Might he book the space? 

Mr. McArr. That is correct. He might book the space. 

Mr. WarrEN. The contract itself provides that a certain amount 
of tonnage will go on member lines? 

Mr. McArr. That is correct. That is the understanding of the 
shipper, that all of his traffic will. 

Mr. WarrREN. Mr. McArt, vou have indicated that there are some 
shippers who designate freight forwarders and there are other shippers 
who do not designate freight forwarders. Do these shippers pay the 
same freight rate to carriers under similar conditions? 

Mr. McArr. Yes, sir. 

Mr. Warren. They do? 

Mr. McArrt. Yes, sir; the freight rate is the same. 

Mr. Warren. If they did not, what would happen? 

Mr. McArrt. Nothing, no change at all. They would pay the same 
rate of freight. 
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Mr. Warren. Now, is there any discrimination agamst a shipper 
who does not use a freight forwarder as compared with the case of a 
shipper who does use a freight forwarder? 

Mr. McArr. In my opinion there very definitely is. 

Mr. Warren. Why? 

Mr. McArr. The shipper who uses a freight forwarder is, through 
that forwarder, receiving a return of a portion of the freight rate. 

The shipper who does not employ the services of a freight forwarder 
must maintain his own traffic staff and perform all of the services 
and duties which are performed for the shipper who utilizes the 
services of a freight forwarder. 

Mr. THompson. Did you not say a while ago, Mr. MeArt, that 
you had clients, you had shippers doing business with your lines who 
refused to name freight forwarders because they felt there would be 
no saving in using a freight forwarder? 

Mr. McArr. Yes, sir. 

Mr. THompson. Now you say that some shippers who use freight 
forwarders are getting a rebate on the tariff and saving money by 
using a forwarder at a very low fee. 

Mr. McArt. It is tantamount to that; ves, sir; that is what I say, 
sir, but so far as the conterence is concerned, certainly up to now we 
see no way whereby we can compensate the shipper who does not use 
the freight forwarder versus the one who does. 

In the case of certain commodities on which the rates are net, mean- 
ing no brokerage is paid, there everybody is on an equal basis 

Mr. THompson. Still, your two statements, I think, would not 
square with each other. 

Mr. McArr. I do not quite see how they do not. I perhaps lost 
the trend of my thought somewhere. 

Mr. THompson. You said earlier that some of your shippers declined 
to name freight forwarders because they felt there would be no saving 
in so doing. They would prefer to deal directly with the carrier. 

Mr. McArr. That is correct; yes, sir. 

Mr. THompson. Now you say there is discrimination between ship- 
pers when one uses a freight forwarder and when one does not, and 
that discrimination, you say, is the result of his getting the service 
of a freight forwarder at a low rate because the forwarder is collecting 
brokerage. 

Mr. McArr. No; I did not mean there was any difference in the 
rate of freight. 

Mr. THompson. I mean that his forwarding fees are very low and 
that he gets services for practically no charge in consideration of the 
brokerage paid to the forwarder. 

Mr. McArr. I think maybe I am a little confused. 

I am thinking of the payment of brokerage, not the payment of the 
forwarding fee. 

Mr. THompson. Where is the discrimination between shippers when 
one uses a forwarder and one does not? 

Mr. McArr. [ beg your pardon. Where is it? 

Mr. THompson. Yes. 

Mr. McArvr. Because in that case if the carrier pays brokerage 
under those circumstances he is paying brokerage for what I term to 
be services that actually are being performed for the shipper in lieu 
of his maintaining a traffic department, all of the necessary staff to 
effect his overseas shipments. 
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In the case of this shipper who elects to have his own forwarding 
or traffic department, maintains in whole the cost of that organiza- 
tion, obviously his rate of freight being the same he is saddled with 
the burden of carrying on his traffic department in export activities 
without any help or assistance from the carriers they represent. 

Mr. THompson. How does that square with your statement pre- 
viously that you had many shippers who refused to name freight 
forwarders for the reason that they did not feel that they would get 
the benefits of any additional service? 

Mr. McArt. They choose for reasons of their own, as I said, that 
they feel that they themselves can effect their shipments better; but 
certainly I think they would, if it were possible for the carriers to do 
so, like to receive the equivalent benefit, if vou will, in brokerage 
which, of course, we cannot do for them; not that they ask for it. 

Mr. THompson. What you are saving, in effect, is that those ship- 
pers who are now being discriminated against do it as a matter of 
their own choice? 

Mr. McArr. That is correct. I presume it is to a large extent; 
ves, sir. 

Mr. THompson. Mr. Davidson? 

Mr. Davipson. Mr. MecArt, I do not know enough about this 
business even though I have been sitting through a number of these 
hearings. This might not be a sensible question. 

You say that all the lines have solicitors to secure cargo and that 
they really do not have to pay these brokerage fees and they do not 
want to pay them. 

Did the lines ever consider offering forwarding services to shippers 
to see whether or not it would pay them to do that and thus satisfy 
the demands that these fellows make for brokerage fees by offering 
full forwarding services? Did the lines ever consider that? 

Mr. McArr. Not that I know of, no, sir. 

Mr. Davipson. They never made a study to see whether or not 
they could render a service which they say is so small to the shippers 
and thus get the middleman off their neck altogether, because | think 
that is what you want to do. 

Mr. McArr. Of course, so far as the services to the shipper are 
concerned, by no manner of means do I minimize those services. 
theink they are very important, particularly for one who is not lo- 
cated at seaboard. Obviously, the carriers are in the business of 
transporting. They do not want to get into a related business which 
is the business of forwarding. It is another facet of the exporting 
business itself. 

Mr. Davipson. These men apparently can do it profitably by 
merely collecting brokerage fees which vou fellows have to pay. If 
they can do it profitably “by merely collecting brokerage fees, in so 
many instances where you fellows have to pay, you probably could 
save money if you rendered the whole service. 

Mr. McArtr. That is something that the lines themselves would 
have to answer for. 

Mr. Davipson. They never considered that? 

Mr. McArrt. I would not say they have never considered that 
They have not considered it since I have been here, sir. 

Mr. Tuompson. Mr. Chase. 

Mr. Coase. There is such a saying as ‘true brokerage service.”’ 
I think that was the term that you used? 
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Mr. McArr. Yes, sir, in my opinion there is. 

Mr. Cuase. But among the members of your conference, you are 
satisfied that no one stands in need of true brokerage service, is 
that right? 

Mr. McArr. That is correct, with the possible exception, as I 
told you, of where they book grain, which is in a rather special cate- 
gory. But the general run-of-mine cargo, your canned goods, your 
dried fruit, your cotton, everybody knows of - members of this 
conference. The sailings are advertised every day and every week. 

It is not a question of seeking a carrier. The carriers are known. 
They advertise the same as the Southern Pacific and the Western 
Pacific and so on. ‘Their services are well known to the shippers 

Mr. Cuase. So in a nutshell, the members of your conference are 
independent of true brokerage service? 

Mr. McArr. I think that is a fair st atement; yes, sir. 

Mr. Warren. Mr. McArt, you indicate whether or not you believe 
that there is any economic incentive in the payment of brokerage? 

Mr. McArr. | do not believe I quite understand that question, 
Mr. Warren. 

Mr. Warren. Is there any economic incentive on the part of a 
forwarder in oc: i one against the other of your member lines? 

Mr. McArr. Within my conference itself, the 21 member lines, 
insofar as the economics of it are concerned, I do not see that there 
is any incentive there, because each of the members is bound to 
pay no more than the maximum which is set forth in the tariff rule. 

Mr. Warren. The maximum is one and a quarter, is that correct? 

Mr. McArr. That is the maximum; yes, sir. 

Mr. WarREN. Suppose the maximum were 5 percent. Would 
a forwarder be motivated to choose one of your members against 
another? 

Mr. McArr. No more in that case than there is now when it is 
only one and a quarter percent. 

Mr. WarREN. Suppose the maximum were 10 percent. 

Mr. McArt. Again the same answer, sir. There would be no 
incentive to go from one to the other. They would receive the same 
remuneration. 

Mr. Warren. Do you believe there is such a thing as managerial 
discretion as enunciated in docket 657? 

Mr. McArr. No, sir; I do not. 

Mr. Warren. Why not? 

Mr. McArr. The competitive angle, as I explained before or 
endeavored to, is so firmly ingrained in the carriers that it is, in my 
opinion, hopelessly inadequate to think that the problem is going to 
be solved by managerial discretion. 

Mr. Warren. Give us one brief example. 

Mr. McArr. You mean where a carrier was, we will say, boycotted 
or something of that sort, for failure to pay brokerage? 

Mr. Warren. Yes; illustrating why you believe there is no man- 
agerial discretion. 

Mr. McArr. Yes. Ido not believe that I personally can give you 
that, Mr. Warren, of my own knowledge. 

Mr. Warren. Give us a hypothetical example. 

Mr. McArr. A hypothetical case would be m the handling of a 
shipment of a particular commodity. If no brokerage were paid on 
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a particular shipment of a particular shipper, the carrier who made 
that decision would doubtless see little or none of that particular 
shipper’s business in the future if it is handled through a forwarder. 

Mr. Warren. Mr. Clarence Morse, on the first day of the Wash- 
ington hearings, stated as follows: 


The subsidized lines generally deny any payment of unearned brokerage. 


Mr. McArt, do the member lines of your conference follow that 
reasoning? Do they deny payment of unearned brokerage? 

Mr. Morse was talking about subsidized lines. 

Mr. McArr. That was not, Mr. Warren, my recollection of the 
testimony that six of my member lines gave in a brokerage proceeding 
in this city earlier this year. They testified that brokerage had 
been paid but which was unearned. 

Mr. Warren. Mr. McArt, is it customary for ocean carriers to pay 
brokerage bills without questioning what service has been rendered, 
if any, and why? 

Mr. McArr. It is my understanding that that is a fact, Mr. 
Warren. Here again I presume that if the broker or forwarder in 
this particular case appears on the conference’s list of approved 
brokers, they would check to see that that broker’s name appears 
thereon. If it does, it is my understanding that from that point on 
little, if any, consideration is given as to what the services were that 
that particular party performed to earn the brokerage. 

Mr. Warren. You are stating that in your opinion you do not 
believe that ocean carriers today, at least in your conference, are 
inquiring into whether or not services are rendered; is that correct? 

Mr. McArr. That is my understanding. 

Mr. Warren. Why would they not inquire into such? 

Mr. eae. Again I think I have to take refuge in the com- 
petitive feature that if they did so and reached a conclusion that no 
brokerage was earned, that they feel that from that point on they are 
in & position that is untenable from their standpoint. 

Mr. THompson. Yet you do not know of a single instance where 
that has occurred as a result of a refusal? 

Mr. McArt. No, as of this moment, sir, I cannot recall any. I do 
not believe they have refused to pay brokerage, Mr. Congressman, 
very much. 

Mr. THompson. Proceed. 

Mr. Warren. It has been reported to this subcommittee that some 
carriers today are paying in excess of 14; percent, yet are bound by the 
1-percent maximum stipulated in their conference agreement. Do 
you know of any such cases? Could you furnish this committee with 
any examples? 

Mr. McArr. No; 1 cannot, Mr. Warren. I have heard rumors to 
that effect, but I must honestly say to you that I do not know of any 
proof or anything that I could give to you that has substance to it of 
the character that I know you would need. 

Mr. Warren. Not even from your own conference? 

Mr. McArrt. No, sir; I do not. All 1 have are vague rumors. 

Mr. Warren. If the conference removed the ceiling or the maxi- 
mum of 1% percent in its agreement, what do you think would be the 
effect of such removal? 
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Mr. McArrt. I think it would create a chaotic and intolerable situa- 
tion. There would then be no undertaking as between the members 
as to what the maximum would be that they would pay for these 
so-called services, and the sky, actually the sky, would be the limit. 

In the competitive fight for cargoes, I think history has shown that 
one of the weapons that is used by the attacking line, rightly or 
wrongly, is to increase brokerage. That was demonstrated recently in 
a proceeding in this city where an outside line is paying 2%-percent 
commission as against 1\%- -percent of the conference lines. 

Mr. Warren. Why did this line increase the brokerage rate? 

Mr. McArr. Well, sir, I believe they feel that by increasing it they 
have given an added inducement to the broker-forwarders to perform 
a service for them. 

Mr. Warren. To secure cargo? 

Mr. McArr. I think that is what they feel they are paying for; 
ves, sir. Whether that is a factor or not, as I say, I do not see how 
it could be, but I believe that is their purpose. 

Mr. Davipson. It would then seem to me that these people believed 
that. the forwarder-broker had some capacity to secure cargo, or 
conversely, withhold it. Apps arently he stands in a postition of 
some potency in your industry and that potency is positive as well as 
negative. Positive for good, namely, the securing of cargo, and 
destructive in the withholding of cargo. So there must be a service far 
less nebulous than what we are told here. There must be something 
that he is able to do for vou. 

Of course, I would lke always to be in a position economically to 
ask for a law that would eliminate the necessity of my paying for any- 
thing that I would like to enjoy but that is the thing that is in my 
mind, Mr. MeArt. Apparently, these fellows have the ability to 
secure cargoes for you because you are very much afraid of them. 

Mr. McArr. Well, we do want, sir, we would like and we endeavor 
to get a definition as to what are the services and limitations as to 
what a broker is and what a forwarder is. That is one of the matters 
that disturbs the conference lines. 

Mr. Warren. Mr. MeArt, assuming that forwarders control 
cargoes, from what does this control basically stem? Can it be 
attributed to any particular factor? 

Mr. McArr. I think it must stem from the fact that the forwarder 
is acting as the agent of the shipper himself. He is performing the 
services that have been mentioned in earlier testimony on behalf of 
the shipper. Since he is acting on behalf of the shipper, he stands 
in the shoes of the shipper, so therefore to whatever extent the shipper 
has delegated to that particular forwarder authority of one kind or 
another, he may or may not exercise it, I presume, as he sees fit. 

Mr. Warren. Does the forwarder seek out in most instances the 
shipper, or is the shipper already exporting and the forwarder comes 
to the shipper? Do you have any information on this? 

Mr. McArv. Today I would say that in the European trade, and 
it probably is true elsewhere, most of the people who are doing the 
exporting have been in the business for some time. Obviously, “they 
are coming and going. As in any industry there are newcomers 
entering the business and there are oldtimers who are going out of 
business or diverting their attention to domestic sales and so on. 
So far as the opportunities for performing a service for new shippers 
are concerned, I presume that does exist. 
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If the record of contracts which the conference has is any indication 
of that, certainly the number of people who are signing contracts is 
not growing smaller. It is growing greater all the time. 

Mr. WarREN. Then, I take it that the substance of your testimony 
is that most shippers decided to export and the n retained the services 
of forwarders. Is that what you are saying? 

Mr. McAnrt. I do not know whether the *y have retained the services 
or not, sir. So far as my people are concerned, we do not have any 
evidence that there has been any particular contact which would 
evidence a desire on the part of the shippers to retain these forwarders; 
and brokerage bills—yes, the brokerage bill we receive is the contact 
or the knowledge that we have of the relationship. 

Mr. WarrEN. In docket 657, the Commission stated that confer- 
ences were free to devise their own rules in regard to payment of 
brokerage under circumstances that would not violate the Shipping 
Act of 1916. 

Has your conference devised any such rule? 

Mr. McArrt. I should explain, Mr. Warren, that my conference was 
not a respondent in docket 657. The rule that we had in the tariff 
at the time that hearing was instituted is practically the same today as 
it was then, with one exception. That rule, of course, was designed 
to control the payment of brokerage. 

Mr. THompson. Do you have any questions or comments, Congress- 
man Allen? Please feel free to participate. 

Mr. Auten. Mr. Chairman, I have one question. 

Mr. MecArt, in the case of a private producer who has a nationwide 
business and a large export business, is there any service that a freight 
forwarder can perform for him that his own traffic department is not 
usually set up to perform just as well? 

Mr. McArrt. Of course, the answer to that, sir, would depend upon 
how extensive is the traffic department of that organization. I would 
assume that if the organization or the business were as large as you 
stated that they would be fairly well equipped to handle their own 
exportations except in those cases where they had no representation; 
for example, at port. 

Let us assume that organization were located in Chicago. If they 
were to export. through the ¢ ity of San Francisco, they need someone 
here to attend to certain details in the exporting of that cargo. 

It is quite likely under those circumstances that they would employ 
the services of a freight forwarder. I would think that it would be 
highly desirable that they did, because there must be somebody here 
to take care of the details incident to getting the cargo alongside the 
ship for loading. 

Mr. Auuen. If they have a substantial traffic department and 
representatives in the ports from which the ‘y export, would that 
eliminate the necessity of a freight forwarder? 

Mr. McArt. I would think it would; yes, sir. 

Mr. ALLEN. Would that same prince iple hold true with regard 
Government agencies that are shipping? 

Mr. McArt. Yes, sir; I believe it would. 

Mr. Auten. Would there be any justification to make a difference 
between the private practice and the Government practice in the use 
of freight forwarders? 
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Mr. McArr. I do not see a great deal of distinction, sir, between 
the two. I must say that the Department of Defense is put in a 
separate category. 1 do not believe | would include that. You are 
getting into a field which is quite different. Otherwise I do notsee 
much distinction between the two at all. 

Mr. Auten. With regard to Defense, do you mdicate that they 
should use forwarders, or should not? 

Mr. McArr. I do not see how a forwarder can fit into the picture 
of the defense needs of this country. It would seem to me that that 
is something that has got to be integrated so closely with the military 
effort that a private freight forwarder has little opportunity to par- 
ticipate in that type of movement at all. 

Mr. Auten. Thank you. 

Mr. THompson. Are there any further questions? 

Mr. Cuase. No questions. 

Mr. Davipson. No questions. 

Mr. THompson. Thank you very much, Mr. McArr. We appre- 
ciate your coming this morning. Your testimony was very clear. 
We do appreciate your being here. 

Mr. McArr. Thank vou, sir. 

Mr. THompson. We have with us this morning, Mr. R. F. Burley, 
chairman of the Latin American Freight Conferences. 

Mr. Burley, will you come forward, please, and identify yourself to 
the reporter for the record, please? Then you may proceed on what- 
ever statement you would like to make. Perhaps the committee 
members would like to ask you a few questions. 


STATEMENT OF R. F. BURLEY, CHAIRMAN, LATIN AMERICAN 
FREIGHT CONFERENCES 


Mr. Buruey. My name is R. F. Burley. I am the chairman of a 
group of 10 steamship conferences operating to and between the 
Pacific coast of the United States and Canada and Latin America. 
Six of the ten conferences included in our group, commonly known as 
the Latin American Freight Conferences, are involved in the subject 
of brokerage. I have been chairman of this group of conferences since 
July 1, 1948. Prior to that time, for a period of 12 years, I was the 
freight traffic manager of the McCormack Steamship Co., which later 
became known as the steamship division of Pope & Talbot, and also 
of the Pacific-Argentine-Brazil Line, operating to the east coast of 
South America which was a wholly owned subsidiary of McCormack 
and later Pope & Talbot. 

| have been in the steamship business commencing in 1918. 

I join in Mr. MecArt’s statements with certain exceptions that | 
would like to mention. 

On page 11 of Mr. McArt’s statement, in the middle of the page, 
reference is made to point 4 (b) “Basis for paying brokerage.”’ The 
six conferences involved in the Latin-American group who have rules 
for the payment of brokerage are the Pacific coast-Mexico Freight 
Conference, CAPCA Freight Conference, Pacific Coast Panama Canal 
Freight Conference, Pacific West Coast of South America Conference, 
the Pacific Coast Caribbean Seaports Conference, and the Pacific 
Coast River Plate Brazil Conference. 
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I have here for your purposes 15 copies of each of the 9 tariff rules 
covered by these conferences. One conference, the Caribbean, pub- 
lishes four separate tariffs. 

Now, those rules provide that the lines may pay one and a quarter 
percent as maximum on all cargoes. There are no exceptions. There 
are certain details in that rule that are variable from those in other 
conference tariffs. 

On page 12 of Mr. McArt’s statement, at the very bottom of the 
page, on the last line, is the statement: 

It is generally known, however, that forwarders perform forwarding services 
free or at reduced amounts for their customers in order to gain control of their 
traffic for the purpose of securing brokerage from the carriers. 
| cannot subscribe to that for the reason that our experience in the 
paying of brokerage in the Latin American Conferences has been 
restricted from the period October 1, 1954, so that in this short period 
of 13 months I have not acquired the knowledge described in that 
paragraph. 

On page 14, the very last paragraph, like Mr. McArrt, the views 
that I express in this connection are not necessarily joined in unani- 
mously by all of the lines members of these conferences. 

There are 27 different steamship lines in the Latin-American 
croup, and one or more of those 27 belong to one or more of our various 
conferences. Our membership ranges from a minimum of 5 in the 
Pacific Coast-RKiver Plate-Brazil Conference to a maximum of 21 in 
the Pacific Coast Caribbean Seaports Conference, and as this, of 
course, is an extremely controversial subject, the lines do not see 
entirely alike on the various phases of the matter. 

That completes my statement. 

Mr. Davipson (presiding). That completes your statement? 

Mr. Burney. Yes, sir. 

Mr. Davipson. Have you any questions, Mr. Chase? 

Mr. Cuasg. I do not believe so. 

Mr. Davipson. I have none. 

Mr. Allen, do you have questions? 

Mr. AuLen. No questions. 

Mr. Davipson. Mr. Warren, would you like to question the 
witness? 

Mr. Warren. Prior to docket 657, did any of the conferences 
under vour jurisdiction pay brokerage? 

Mr. Buritey. No; they did not. 

Mir. Warren. Neither on local nor overland freight? 

Mr. Burtey. No, sir. We have no distinction between local or 
overland freight. We are in a similar situation as the European Con- 
ference. We do not, freightwise, attempt to draw traffic beyond the 
Rockies. 

Mr. Warren. Did they have prohibitions in the provisions? 

Mr. Burtey. Yes; we did. 

Mr. Warren. Can you tell the subcommittee why the lines or 
conferences decided to impose those provisions? 

Mr. Burtry. We resisted the removal of the prohibition from our 
conference provisions in every legal manner in which we could. We 
lave had numerous petitions and hearings before the Federal Mari- 
time Board. We have been in court. We actually were the las* 
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large steamship conference group to commence paying brokerage on 
the Pacific coast and it was done with a great deal of reluctance. 

There was a period of close to 2 years when there was no prohibition 
against the payment of brokerage in the conference agreement yet 
the carriers individually refrained from paying brokerage. 

During that period of time, our conference office made every effort 
to determine upon a rule for the payment of brokerage that would give 
our carriers some latitude and managerial judgment as to the question 
of when and where brokerage was earned and how it should be paid. 

Our every effort to publish rules containing such prescriptions was 
thwarted either by the Federal Maritime Board or by the opinions 
given by the Office of Regulation of the Federal Maritime Board. 

At one time we submitted a rule stating that the brokerage cost 
would be another charge against the cargo, such as wharfage or 
handling or other accessorial costs. We were informed that that 
would be contrary to the order in 657. 

We endeavored to restrict payment on long lengths and heavy lifts. 
We endeavored to put in various prohibitions that would restrict the 
payment. We wanted to put in a scale of brokerage rates below 1\ 
percent on commodities where it was felt there was very little, if any, 
service performed, such as grain and lumber. 

Mr. Warren. Do your conference lines believe that forwarders 
are securing cargoes for you today? 

Mr. Buruey. No, sir; we do not believe that. 

Mr. Warren. Do your member lines solicit freight forwarders for 
business? 

Mr. Burtey. In the same way they do the shippers and exporters. 

Mr. WarRrEN. Do steamship solicitors, who represent your member 
lines, solicit all shippers regardless of soliciting freight forwarders who 
represent them? 

Mr. Buruery. They most certainly do. They cover the field very 
thoroughly. 

Mr. Warren. Do your member lines question the services that 
forwarders render to them when billed for brokerage? 

Mr. Buruey. I have no way of telling just what goes on in the 
minds of our member lines when they receive the brokerage bills. We 
do have in our rule a provision that brokerage will not be paid or may 
not be paid unless the shipper designates to our conference office the 
forwarder who is to receive brokerage on that shipper’s particular 
business. 

Mr. Warren. Is this one of the reasonable rules that you are 
making pursuant to dockets 657 and 718? 

Mr. Buruey. It was one of the portions of the rule we were per- 
mitted to establish for the purpose of keeping a check on any dupli- 
cate invoicing for brokerage, and we have found it effective from that 
point of view. 

Mr. Warren. How effective has that rule been? 

Mr. Buruey. It has only been effective from the point of view of 
preventing duplication wherein two forwarders might render an in- 
voice for payment on the same piece of cargo. 

Mr. Warren. Do you believe there is any managerial discretion 
in the payment of brokerage today since docket 657? 

Mr. Burtey. No; I do not think there is any opportunity for 
managerial discretion. 
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Mr. WarREN. Do you believe that brokerage is reflected in the 
tariff rate? 

Mr. Buruey. No. It should be but is not in ours because we only 
started to pay 13 months ago and our rates must bear relationship to 
rates in other areas of the United States wherein carriers are operating 
to Latin America. 

Mr. WarrEN. Have you had any freight increases since docket 657? 

Mr. Buruey. Yes, sir; we have had increases since docket 657, based 
on our increase d operating costs, but keep in mind that there has been 
quite a period of time between the decision in docket 657 and the 
institution of the payment of brokerage by our Latin American con- 
ferences. We did not commence until October 1, 1954. 

Mr. WarreEN. Do you consider that freight tote are working 
for you or working for the shipper? 

Mr. Bur.ey. They are working for the shipper, definitely. 

Mr. Warren. They are the agent of the shipper; is that correct? 

Mr. Buruey. Yes, sir. 

Mr. WARREN. Do you concede, however, that services of benefit are 
derived to your carriers by virtue of the freight forwarder? 

Mr. Burtey. I think there are benefits derived, yes, from the point 
of view that op forwarder is a representative of the shipper, and the 
closer that our carriers can come to the shippers and their represent- 
atives in the icoiainnied of traffic to Latin America, the better off it 
is for the whole economy of the Pacific coast and for the welfare of our 
individual lines. The forwarders do a very good job of representing 
their clients and they are very energetic, and more power to them in 
that respect. 

Mr. WarrEN. Mr. Burley, docket 657 indicated that forwarders 
develop American commerce. Has the volume of trade in your 
conference increased since docket 657? 

Mr. Buruey. Not either since docket 657 or since we commenced 
the payment of brokerage in October last year. I see no iota of 
additional traffic brought to us since the lines commenced paying 
brokerage, brought to us for that reason. 

Mr. Warr_EN. Is it your opinion that forwarders secure cargo by 
virtue of their agency with the shipper? 

Mr. Buruey. The forwarder acts as the agent of the shipper in 
bringing the cargo to the carrier. The carrier sells his space to the 
shipper and to the forwarder. 

Mr. Warren. ls it your opinion that there are many forwarders 
who interest existing shippers i in exporting? 

Mr. Buruey. I have seen no particular evidence of where the 
forwarders have influenced shippers to do business to Latin America 
since the lines commenced paying brokerage who were not doing 
business to Latin America prior to payment of broke rage. 

Mr. Warren. Do your lines maintain solicitation staffs? 

Mr. Buruey. Yes, sir. 

Mr. Warren. Are they large? 

Mr. Burury. Yes, depending upon the size of the company, many 
of the lines in our group maintain quite extensive solicitation staffs. 

Mr. WarreEN. These consist of agents and employees? 

Mr. Buruey. Both, yes. 

Mr. Warren. How are the agents paid? 











250 FOREIGN FREIGHT FORWARDERS AND BROKERS 


Mr. Burtey. On a commission basis. That is the general basis. 
I do not know the details of the particular agencies’ setups. 

\Mir. Warren. In Mr. MecCarthy’s statement yesterday, he indi- 
cated that there are some lines who maintain small solicitation staffs 
because of the presence of freight forwarders. Do you have any 
comment on this? 

Mr. Buriey. | am not aware of that being a fact in the Latin 
American trades. 

Mr. Warren. Do you think that if forwarders were not paid broker- 
age that you would have to increase your solicitation staffs to get 
business? 

Myr. Buruey. [ think that our present solicitation staffs would be 
sufficient because they are the same size today as they were, I will 
say, in the spring of 1954, when no brokerage was paid. 

Mr. Warren. Do you recognize that it is a necessity to have a 
forwarder representing either a shipper or a carrier, a shipper, I take 
it, according to your testimony, who is located at the port in the 
case where the shipper is located inland? 

Mr. Burury. I think the shipper requires somebody to look after 
his interests at the port, certainly, because particularly I would say 
in our Latin American trades, the matter of documentation is a tre- 
mendous detail. 

Every one of these Latin American countries has different consuls, 
different rules and regulations, and it is a tremendous chore for the 
customs broker or forwarder who looks after the exporter’s business. 

Mr. Warren. Do you know of any shippers who do not designate 
forwarders and do their own freight forwarding? 

Mr. Buruey. There are quite a few. 

Mr. Warren. Do any of these shippers designate freight forwarders 
at ports where they do not have representatives even though they do 
not use them in the local port? 

Mr. Buruey. There may be but I could not name one. 

Mr. Warren. Going on your theory that at least a forwarder is 
necessary if there is no representative at the local port, then it would 
seem, would it not, that even a large shipper might have reason to use 
a forwarder where it had no representation? 

Mr. Buruey. Yes, correct. 

Mr. THompson. Mr. Burley, did you indicate how many lines are 
under your Latin American conferences? 

Mr. Buruey. Yes, there are 27 lines in our group of 10 Latin 
American conferences. All of those lines do not belong to each of the 
conferences. 

I mentioned that 1 of our conferences has a minimum of 5 members 
and another | of our conferences, the Pacific Coast Caribbean Seaport 
Conference, has 21 members. 

Mr. THompson. How many of these member lines are under the 
American flag? 

Mr. Burry. I believe it is four. 

Mr. THompson. Do you have any subsidized lines? 

Mr. Burry. Yes, sir; three of these lines are subsidized lines. 

Mr. THompson. You have already stated that if brokerage were 
eliminated you would not suffer a loss of either trade or efficiency. 
You would merely put the burden on the shipper where you think it 
possibly more properly should be? 
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Mr. Burury. Correct. 

Mr. Tompson. Do you think that the United States Government 
would benefit in any way if brokerage ceased to be paid? I am 
thinking of recapture positions on subsidized lines. 

Mr. Burry. I would think so. 

Mr. THompson. To what extent? 

Mr. Burtry. To the extent that there would be just that much 
less cost against the voyage. 

Mr. THompson. You do not feel that there would be a reduction 
in rates that would follow any preclusion of the brokerage? 

Mr. Burury. I do not believe that would be applicable in our case 
because our rate structure is a rate structure that we had before 
brokerage was ever paid and we have not been paying it for a sufficient 
length of time where there is opportunity to reflect the payment of 
brokerage in the rate structure. That might happen ultimately. 

Mr. Tuompson. Is it a matter of practice with any of your lines 
to approach shippers with a suggestion that they handle their ship- 
ments directly with the carrier and not to appoint freight forwarders? 

Mr. Burry. No, it is not. 

Mr. Tuompson. Do any of the customers of your lines prefer to 
deal directly with the carrier and not to designate a broker? 

Mr. Buruny. I believe that is so. 

Mr. THompson. What would be their reasons for so doing? 

Mr. Buruey. For the fact that they feel that they can do a better 
job of handling their own documentation, handling their bookings, 
‘ee ing their cars, and doing what is necessary, and dealing directly 
with a carrier, and that their overall results are preferable to doing 
business with a middleman who would be the forwarder. 

Mr. THompson. It is more efficient and economical, you feel? 

Mr. Burury. That is the conclusion of some of the exporters and 
shippers, yes, sir. 

Mr. Tuomeson. Is there discrimination between shippers, where 
one appoints a forwarder at little cost in consideration of the brokerage 
the forwarder will get and where another maintains his own traffic 
office? 

Mr. Buruey. I do not like the use of the word “discrimination.” 
[t is one we get into too often in our rate work. 

[ would say that if I were a shipper I would think it very unfair that 
shipper A, who did not maintain his own export department, used a 
forwarder at a fee which was less than a normal fee because the carrier 
paid brokerage, while shipper B had to maintain the overhead of his 
own exporting department because he thought that it was the proper 
thing todo. I would think I was not getting a very fair shake from the 
steamship line. 

Mr. THompson. Yet you said a moment ago, Mr. Burley, that these 
shippers who did conduct their own traffic departments in lieu of using 
freight forwarders, did so because it was more efficient and economical 
to them. 

Mr. Buruery. That is right. That is their business judgment in 
spite of any dollars and cents situation. 

There are many intangibles that would enter into your decision to 
handle your own exporting as against using a forwarder. 

Mr. THompson. If they are not, as you say, getting a fair shake, 
is a matter of their own determination; is it not? 
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Mr. Buruey. That is why I like to get away from the use of the 
word “discrimination” as far as the carrier is concerned. I am not 
sure it is discrimination, but I am sure, as a shipper and in my com- 
petition with other shippers of the same commodity, that maybe I 
was not being treated as fairly as I should be. 

Mr. THompson. It is a matter for his own determination, is it not? 

Mr. Buruey. Yes, but at the same time the carrier is absorbing 
part of the cost that he has to assume. 

Mr. THompson. Do these shippers refuse to appoint freight for- 
warders because of their feeling that it is morally unsound, or do they 
refuse to appoint freight forw arders because it is more economical and 
efficient to operate their own traffic de -_partment? 

Mr. Burury. | would say the latter probably more than the former. 

Mr. THompson. It is more economical and efficient to have their 
own traffic department? 

Mr. Burury. Yes; | think that is their managerial judgment and 
decision. 

Mr. Tuompson. How could you say they were not getting a fair 
shake if they, in their own determination, decided to handle their 
own freight? They could if they wanted to have advantage of the 
forwarder to whom brokerage would be paid. They choose to do 
otherwise. As long as it is a voluntary act on their part, do you 
think your term of ‘their “not getting a fair shake” would apply? 

Mr. Burry. Yes, to where a forwarder has a different fee for his 
services when he receives brokerage as against, for the services rend- 
ered, when he does not receive brokerage, it seems to me that the 
carrier is doing something for the shipper that does not maintain his 
own export department, he is doing something more than he does for 
the person that does maintain his own export ‘department. 

Mr. Tuompson,. As far as the shipper is concerned, he is conducting 
his own activities. 

Mr. Buruey. In spite of the deficiencies, he prefers to do it. 

Mr. THompson. You think it is not for reasons other than economy 
and efficiency that he does this? 

Mr. Buruey. Not being a shipper, I do not know if there are other 
reasons, but that is my understanding. 

Mr. Auten. May I ask a question there? 

Mr. Tuompson. Mr. Allen. 

Mr. Aen. Is it not true that the burden of paying brokerage 
would be a burden on the carrier which ultimately would increase his 
rates generally, and that if such a carrier were carrying for a large 
exporter of automobiles, or canned goods, or something of that sort, 
who found it expedient to maintain his own traffic department and 
not to employ freight forwarders, he would find himself in the position 
where his rates would increase for the benefit of some totally different 
commodity shipped by some exporter who employed a freight for- 
warder. It would not necessarily be a competitor of his that was 
getting a better break but some entirely different commodity shipper. 

Mr. Buriey. Well, of course, the premise upon which our Latin 
American conferences operated in establishing their rate structure was 
that no brokerage would be paid and everybody was treated com- 
pletely alike, and it was not until last year that we were forced into 
the position of having to pay, which can create these types of in- 
equality. 
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Mr. ALLEN. Now, ultimately, except for possible competitive con- 
ditions with other costs, is it not likely that your entire rate structure 
will go up by the cost of the brokerage you are now paying? 

Mr. Buruey. I think that could very possibly happen. 

Mr. ALLEN. In that event, the exporter not using the forwarder 
would have his rate increased to carry a part of the load for an 
exporter of possibly some different commodity? 

Mr. Buruey. That is right, and I say if I was the shipper having 
my own export department, maintaining and paying my own overhe ad. 
| would think I was being treated very unfairly. 

Mr. ALLEN. Thank you. 

Mr. Warren. Are there any instances among your lines in which 
the freight Senay merely books the cargo without securing it? 

Mr. Burtey. I do not think in any case does the forwarder secure 
it. I think the forwarder books it or gets an option on the space 
and performs services on behalf of the shipper but he does not secure 
the cargo. 

Mr. Warren. What, Mr. Burley, is a booking? Of what does 
consist? 

Mr. Burztey. A booking is a request upon the carrier for vessel 
space. Now, it can first commence with an option on space which 
the shipper will sell against. 

Then within a specified period of time prior to the vessel going on 
berth to load, that option of space must be declared by a firm booking. 
That is an indication of the exact volume of freight, the weight, and 
cubage that will be available at a certain time at a certain period 
for loading. That is a booking. Most carriers then proffer to the 
shipper a booking contract which is an agreement. 

Mr. Warren. When a freight forwarder books is he booking in 
behalf of the shipper or the carrier? 

Mr. Burry. He is booking on behalf of the shipper, the carrier 
accepts the booking. The carrier is selling his space and a booking is 
the confirmation of the sale of space. The sale of that space is made 
to the shipper. The forwarder acts as the agent of the shipper in 
making the booking. 

Mr. Warren. Mr. Burley, it has been reported to this committee 
that foreigh lines are responsible today for the payment of brokerage 
and that because of this attitude on the part of foreign-flag companies, 
American lines are compe ‘led to pay brokerage, taking into considera- 

tion the former Commission’s holdings. 

Do you have any comment upon this report? 

Mr. Burtey. That is not true as far as the Pacific coast Latin 
American trades are concerned. 

Mr. Warren. Mr. Burley, would you furnish to this committee the 
total amount of brokerage paid by all of your lines in each of your 
conferences during the calendar year 1954? 

Mr. Burtey. Mr. Warren, we did not pay brokerage as a conference 
through the year 1954. 

Mr. Warren. Would you, since docket 657? 

Mr. Burtey. That would not cover either, because docket 657 
was decided some 4 or 5 years ago. I would think a truer period, if 
we can get the figures, would be the first 6 months of 1955. 

Mr. Warren. The first 6 months of 1955 

Mr. Burry. Yes, sir. 
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Mr. Warren. Will you furnish such figures to this committee? 

Mr. Buruey. Do you wish that broken down by carriers, or as a 
total? 

Mr. Warren. As a total. 

Mr. Buruey. Total brokerage paid the first 6 months of 1955, 
separate, by conferences? 

Mr. Warren. That is correct, and will you also furnish this 
subcommittee the names of carriers who perform freight forwarding 
work and whether or not they perform such work at the request of 
forwarders or shippers or both? 

(See appendix printed as supplement to the hearing.) 

Mr. Buruey. I can tell you that we do not perform freight forward- 
ing work. We have had discussions with the forwarding industry on 
that very score. 

Mr. WarreEN. Will you indicate that to this subcommittee? 

Mr. Burtey. All right, sir. 

Mr. THompson. Mr. Burley, while this questioning, I think, must 
be very pointed to bring out the facts that the subcommittee needs, 
we are trying to get facts without creating any more heat than is 
necessary. Frankly, I believe that if the proper administrative steps 
had been taken over the years, we would not have this problem with 
which we are faced today. 

This subcommittee was appointed by the chairman of the full 
committee in order to try to find some remedy for the inadequacies 
that we think might exist in the statutes as they are presently written. 
In doing that, we have to get the recommendations of, as well as 
certain facts from, every segment of the maritime industry. 

Now, in winding up your testimony, could you give this subcommit- 
tee any specific recommendations as to what we could do, in your 
opinion, to find an equitable solution to the problems that have 
been stated? 

Mr. Buruey. I would think that one of the most helpful things 
that could come out of this investigation would be our ability to once 
again contain in our section 15 conference agreements a prohibition 
against paying brokerage if that were the wish of the conference 
members, and restore the status that we had prior to the decision in 
docket 657, because conferences are a method of self-regulation on the 
part of the individual carriers. I like to think of conferences as being 
similar to the democracy of our country. 

In our case, there are 27 different steamship lines that give up their 
right of managerial discretion for the benefit of the whole when they 
sign up and join a conference and administer it under the rules and 
regulations set forth in our conference agreement. I think they should 
have that judgment on the payment of brokerage to freight forwarders 
or brokers just as they use judgment as to the freight rate that they 
should determine and the ports they should serve and the quantity of 
cargo they must have for calling at ports. 

I think those are matters properly within the scope of section 15, 
and the right of the carriers to determine under section 15 agreements. 

I think the docket 657 decision was quite erroneous and a miscon- 
ception of the facts. 

Mr. THompson. There has been some indication that there possibly 
will be a conference formed under the existing statutory authority 
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of freight forwarders and brokers in order that they might control 
their own group. 

What would be your opinion of that? 

Mr. Buruey. I think that is admirable. I have had some con- 
versations with the forwarders in that connection. I have been help- 
ful, I hope, as to pointing out different factors that are involved in 
the setting up of the conference agreement. 

There is no question that they have their problems within the 
industry and they are just as severe as the problems we steamship 
lines have within our industry. 

| think if the forwarders had a section 15 agreement, and we had 
difficulties that need adjudication, we have a common group that we 
can go to as a conference and talk to them. The forwarders have set 
up a voluntary committee at our request with whom we have met 
in discussing the rules that we finally came forth with on the payment 
of brokerage. 

I think if they had a conference, it would make it much easier for 
us to get together and adjust common problems. Many of them are 
the types of problems that have been brought out in your hearings 
up to date, and, as has been mentioned we, on this coast, and par- 
ticularly in my relations as chairman of the Latin American confer- 
ences, have had little, if any, of the problems and headaches that 
appear to have resulted in other parts of the United States. 

Mr. THompson. What do you think of setting up a licensing sys- 
tem under the Federal Maritime Board for forwarders and brokers? 

Mr. Buruey. I think that a licensing system would be far prefer- 
able to what is involved now in General Order 72, registrations. | 
think they are just about meaningless. I feel that all of those things 
do not still touch upon the real nub of the matter, and that is that 
forwarders are not employees of carriers and are not entitled to pay- 
ment, and the brokerage is a different service completely than pay- 
ment of a commission for forwarding services. 

Mr. THompson. What, in your opinion, would be the result insofar 
as the number of forwarder- brokers in business today, if the payment 
of brokerage by a carrier was left to the carrier’s disc retion under any 
conference rules that it might follow? 

Mr. Buruey. I think if the payment was left to the carrier’s 
discretion, you would have the same situation. 

Mr. THompson. To the carrier’s discretion under whatever con- 
ference rules? 

Mr. Buruey. If the conference had the opportunity to prohibit 
the payment of brokerage for freight forwarding services, I do not 
believe that it would be paid. T think that the majority of the 
steamship lines in the conferences would so agree. 

Mr. THomeson. My question was: What in your opinion would be 
the result insofar as the number of forwarder-brokers in business 
today? f 

Mr. Burztey. From the experience we have had in the Latin 
American trade in this cost it would have no bearing because since 
we have commenced paying brokerage in 1954, I have seen no increase. 

Mr. THompson. You say if brokerage is not paid it would have no 
effect on the brokers, in your opinion? 

Mr. Burtey. Not so far as Latin American rates. 


Mr. THOMPSON. What effect would it have on the rate charged 
shippers? 
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Mr. Buruey. Our rate structure does not cover the payment of 
brokerage because it existed before. 

Mr. THompson. That is not what I asked you. 

What effect would it have, in your opinion, on the rates charged 
forwarders to shippers? 

Mr. Burtey. I imagine the forwarders would have to adjust their 
fees charged shippers to adequately compensate them for the services 
performed and now they are being compensated by two parties 
instead of one. 

Mr. Tuompson. If they did not adjust these fees, there would be 
less forwarders? 

Mr. Burry. Yes, sir. 

Mr. THompson. That is my point. Do you believe that minimum 
forwarding fees should be established? 

Mr. Burtey. Frankly, I do not know enough about the question of 
fees charged to answer the question on that score. 

Mr. Tuompson. All right. 

Mr. Warren. Mr. Burley, would you clarify your position as to 
your conception of a forwarder? 

You speak of him as a forwarder to the exclusion of speaking of him 
as a broker. Do you consider the freight forwarder we are talking 
about today as being a broker or one who performs a brokerage 
function? 

Mr. Buruey. No, I do not. I do not consider true brokerage 
service as performed in liner trade. 

Mr. WarrEN. Give us an example of a true brokerage service. 

Mr. Buruey. I will illustrate a situation where I was the broker 
because, when I was traffic manager of McCormack Steamship Co., 
we had a license to act as a broker in the State of Califormia. A 
friend of mine who was the traffic manager of the Spreckels sugar 
refinery informed me that he had a cargo of sugar in the Philippines 
that he wished to bring to San Francisco and wanted to know if | 
could put him in touch with a shipowner who had a vessel available, 
and could arrange transportation rates and so forth for the return 
of that sugar. I did so and earned a 2% percent commission for the 
company I was employed with. 

That is a true brokerage service. 

Mr. Warren. | have no further questions. 

Mr. Cuast. No questions. 

Mr. Davipson. No questions. 

Mr. Tuompson. Thank you very much, Mr. Burley. 

The committee wil] now stand in recess until 2 o’clock. 

(Whereupon, at 12:10 p. m., a recess was taken until 2 p. m. this 
same day.) 

\FTERNOON SESSION 


The hearing was resumed at 2:10 p. m., upon the expiration of the 
recess. 

Mr. THompson. The subcommittee will come to order. 

We have with Mr. H. E. Hornung, who is secretary-manager of 
the Pacifie Westbound Conference. 

Mr. Hornung, will vou be seated, sir, and state to the reporter your 
name, position, and background, please. Will you make whatever 
statement you care to make to the committee? 





Se pe et ORE Els AR 


ib che 4 








of 


‘1r 
es 


es 


be 


mM 


of 


to 


im 
ng 


Cre 
ge 


y 
ge 


rar 
1es 
f | 
le, 
Im 


the 


his 


the 


of 


our 
ver 


i 
' 





FOREIGN FREIGHT FORWARDERS AND BROKERS 257 


fet & 


STATEMENT OF H. E. HORNUNG, SECRETARY-MANAGER, SOUTH- 
ERN DISTRICT, PACIFIC WESTBOUND CONFERENCE 


Mr. Hornuna. My name is H. E. Hornung. Since December 
1954, I have acted in the position of secretary and manager of the 
southern distriet of the Pacific Westbound Conference, located in 
San Francisco. 

Our conference is concerned with the westbound traffic from 
Pacific ports of the United States and Canada to ports in Japan, 
Korea, Formosa, Manchuria, Siberia, Hong Kong, Indochina, the 
Philippine Islands, and Siam. 

The conference is composed of 15 regular voting member lines, 8 
of which are United States-flag and 7 foreign-flag. We have also 14 
associated member lines. Associate members are nonvoting mem- 
bers whose service starts at Atlantic or gulf ports and the trans- 
Pacific leg of the service is merely the extension or incidental to the 
Atlantic service to the Orient. 

I have read Mr. McArt’s statement, which he read at this morning’s 
session, snd I myself subscribe to the views expressed therein, although, 
as he expressed himself, this does not necessarily express the views of 
our members in everv respect. 

| have 15 copies of our tariff rule here if that is required. 

That is all the statement I have, sir. 

Mr. THompson. You mentioned that the views stated by Mr. 
\MecArt, with which you agree, do not necessarily represent the views 
of the carriers whom you represent in every respect. In which respect, 
sir, would some of your companies disagree with Mr. McArt’s 
statement? 

Mr. Hornuna. I do not know that they will disagree with any of 
it but I have not been authorized to speak for them in connection 
with this statement because they have not seen it. 

Mr. THompson. You have, or have not? 

Mr. Hornune. No. 

Mr. Warren. Did you request authorization? 

Mr. Hornunc. No; our members have not seen the statement. I 
have seen it and read it. 

Mr. Warren. Did you indicate to your members that you were 
coming before this subcommittee to give testimony? 

Mr. Hornune. Yes. 

Mr. Warren. Did you request from them authorization to rep- 
resent them? 

Mr. Hornuna. I was instructed to speak primarily in connection 
with our rules and regulations and their history. 

Mr. Warren. Can you advance a reason to this subcommittee 
why you were so instructed? 

Mr. Hornunea. They have their own positions, I presume. Each 
of them has testified in the hearings, we had had, 657 and 718 and 719. 

Mr. Warren. How about docket 645? 

Mr. Hornuna. Docket 645 was the original and there developed 
from that the brokerage hearing 657 and later on 718 and 719. 

Mr. THompson. What is your scope of authority to represent the 
companies of your conference? 

Mr. Hornuna. In this hearing? 
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Mr. Tuompson. In any hearing. What is the scope or cognizance 
that you have as far as responsbilities to these lines and how much 
latitude have you in representing them? 

Mr. Hornunea. Well, that might vary according to the circum- 
stances. I act upon their instructions. 

In this case, I was instructed to speak only in connection with the 
history of our rules and regulations because, for one thing, we have 
no direct contact with the brokers. 

Mr. Tuompson. The history of your rules and regulations would be 
within the bounds of those limitations set by acts of C ongress and by 
other regulations; correct? 

Mr. Hornune. That is right. 

Mr. THompson. Then the purpose of these hearings, as I see it, 
would be to clarify the position of all of the segments of the Maritime 
in connection with freight-forwarding activities and brokerage activ- 
ities. If you spoke here only in relation to the history of the regula- 
tions and rules under which you are operating, could you offer this 
subcommittee anything that would be a responsible remedy as to how 
to proceed in the future in arriving at a solution to this problem? 

Mr. Hornuna. I can give my own personal views. 

Mr. THompson. But you represent no company when you give 
your personal views. 

Mr. Hornuna. No, I cannot speak for the lines individually. 

Mr. Warren. Do you know the position of any of the lines whom 
you represent in the past dockets before the Maritime? 

Mr. Hornuna. The position in respect to what? 

Mr. Warren. In respect to the prohibition contained in a confer- 
ence agreement against the payment of brokerage. 

Mr. Hornuna. I know that prior to the decision in 657 we paid no 
brokerage from the time of the inception of the conference in 1923 until 
we were obliged to remove that prohibition. We had a prohibition 
on local cargo but did pay brokerage on overland cargo. 

Mr. THompson. Under what premise are you appearing before this 
subcommittee, Mr. Hornung, if you are not representing the com- 
panies within your conference? 

This subcommittee had asked for witnesses who would represent 
carriers, shippers, or freight forwarders. 

While the subcommittee, of course, would be very happy to listen to 
you, it is the Chair’s opinion that if you do not speak authorizedly for 
carriers or brokers or forwarders or shippers, then you can only speak 
according to your own experience in the business of handling confer- 
ence activities for steamship companies. 

Mr. Hornune. I am not authorized to speak giving the individual 
position of the different lines on the subject of brokerage. I know 
what has taken place in the conference meetings and what action we 
have taken. 

Mr. Tuompson. I would suggest that the members of this sub- 
committee and counsel should restrict questions, then, to your recom- 
mendations as to what would be beneficial to the entire maritime 
industry in connection with the forwarding of freight aboard carriers. 
Will you proceed, then? 

Do you have questions, Mr. Chase? 

Mr. Cuase. I have no questions. 

Mr. THompson. Mr. Davidson. 
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Mr. Davipson. No questions. 

Mr. Warren. Mr. Chairman, I would like to hear from the witness 
about his background in the steamship industry. 

Have you ever worked for a steamship line, sir? 

Mr. Hornuna. Yes; I worked from July 1919 to December 1941 
for the Japanese line known as the NYK Line, Nippon Yusen Kaisha. 

Mr. Warren. After which you worked where? 

Mr. Hornuna. After which I served 4 years with the United States 
Army. When I got out of the Army, I took the position with the 
conference. 

Mr. Warren. When you worked with the Japanese lines, what did 
you do? Were you in the traffic department? 

Mr. Hornvuna. I was in the traffic department, started as bill of 
lading clerk, and in December I had advanced to the position of traffic 
manager here in San Francisco. 

Mr. WarrEN. When you were in military service, what did you do? 

Mr. Hornunae. I was with the Transportation Corps in the South 
Pacific. 

Mr. WarREN. Specifically what were you engaged in with the Trans- 
portation Corps? 

Mr. Hornuna. With the Transportation Corps, we were engaged in 
getting supplies and men and equipment to the combat areas. 

Mr. Warren. Did you have as part of your job the obtaining or 
assembling of cargoes for ocean liners? 

Mr. Hornvuna. Putting the cargoes on vessels, dispatching the ves- 
sels, discharging in advanced areas. 

Mr. WarREN. In your position as conference chairman do you have 
occasion to become closely related with the functions of individual 
carriers whom you represent in respect to their cargoes and their 
solicitation problems? 

Mr. Hornuna. I do not have too close an association with the 
solicitation problems. 

Mr. Warren. What is the essence of your position? 

Mr. Hornuna. I preside at the conference meetings, conduct the 
meetings. 

Mr. WarkEN. Do you often hear their viewpoints? 

Mr. Hornuna. Yes; hear all the discussions we have on various 
matters. 

Mr. WarrEN. Mr. Chairman, I submit that this witness could be 
examined upon his experience as a steamship official who has long 
been in the steamship industry. It would seem that the record 
presents for itself some indication of his qualifications to speak on this 
matter even though he does not represent specific carriers of the 
conference; is that permissible, sir? 

Mr. Tuompson. All right, proceed. 

The only position of the Chair was that if a representative of a 
conference appeared before the subcommittee, it would seem that his 
principals would have afforded him some areas that he would feel free 
to discuss knowing that the attitudes he expressed would be the 
attitudes of his principals, the lines of the conference. 

You may proceed. 

Mr. Warren. Mr. Hornung, I understand that you testified in 
docket 657 before the fomer Maritime Commission. 

Mr. Hornune. Yes. 

















260 FOREIGN FREIGHT FORWARDERS AND BROKERS 


Mr. Warren. When you testified in this proceeding, docket 657, 
were you not representing the members of your conference, the 
Pacific Westbound Conference? 

Mr. Hornuna. Yes; I was. 

Mr. WarrEN. Thus, whatever you said in this docket, Mr. Hornung 
would it not reflect the views of your membership? 

Mr. Hornunc. The views of the membership at that time; yes sir. 

Mr. Warren. In regard to the concerted prohibition against 
brokerage at that time, I would like to direct some questions. Was it 
your opinion at this time in your testimony that if the Commission 
prohibited a provision in the conference agreement outlawing the 
receipt of brokerage that this, in itself, would compel, because of com- 
petitive factors, carriers to pay brokerage? Was that the substance 
of your testimony? 

Mr. Hornunea. That was my testimony, ves; I believe, because I 
think this expression of managerial discretion is a myth insofar as the 
brokerage situation is concerned, because as soon as our rule prohibit- 
ing the payment of brokerage on local cargo was removed all the lines 
immediately started paying brokerage, each line fearing that the 
other line would pay it and they would have to get on the bandwagon. 
As a result everyone is paying it, to the best of my knowledge, now. 

Mr. Davipson. Let me understand that, Mr. Warren. This was 
at the time that the conference had arranged that there be no broker- 
age paid; is that correct? 

Mr. Hornunea. We have had a rule of no brokerage on local cargo. 

Mr. Davipson. This was prior to the time when the Board said 
that that agreement was improper and ought to be outlawed; is that 
correct? 

Mr. Hornuna. I understood the question was that when we were 
obliged to remove the prohibition. 

Mr. Davipson. I am referring to the period after you had this 
agreement in your conference and prior to the time that you were 
obliged to do away with that agreement. So there was a period of 
time when this particular group paid no brokerage; is that right? 

Mr. Hornuna. On local cargo it paid no brokerage; ves. 

Mr. Davipson. How long a “period of time was that, sir? 

Mr. Hornune. About 28 years. 

Mr. Davipson. For about 28 years it continued in that fashion; 

that right? 

Mr. Hornune. From 1923 to 1951. 

Mr. Davipson. Now, during that time were there any surreptitious 
payments, in your judgment, any emoluments, that went out by the 
various competitors to attract those forwarders to bring business to 
them? 

Mr. Hornune. No; not that I know of. 

Mr. Davipson. Do you think that if there were a prohibition of 
some kind against the payment of brokerage or if you were per- 
mitted to again have such an agreement, that by reason of the com- 
petition that exists between lines there might be some gratuities spread 
around to various people in order to attract business? 

Mr. Hornwunea. I think they would all hold the line. I think all of 
our members would. I think they did during the period that prohibi- 
tion was in. They took a chance on getting their share of cargo by 
solicitation and offering a satisfactory service. 
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Mr. Davipson. They all trusted one another to hold the line? 

Mr. Hornune. They did during that period. 

Mr. Davipson. Now, since there is this payment of 1\ percent, 
why now do the various lines feel that if they in their managerial 
discretion decided that they did not want to pay, the other fellow 
would pay anyway? Why is it that you need some fiat from above 
to call the time for you? 

Mr. Hornunc. What we need is a rule agreed to by the majority 
of the lines that they will not pay or that they will pay it becuase 
when we had a prohibition in the rule the members were obligated 
under the terms of the agreement to abide by the rules. Consequently, 
they all lived up to the letter of the rules. 

Mr. Davipson. There was no backsliding, then? 

Mr. Hornune. Not to my knowledge, and I believe they all felt 
there was not any because they were all subject to penalty under the 
agreement if they did not fully comply with the conference rules and 
the terms of the agreement. 

Mr. Davipson. All right. Thank you very much. 

Mr. Warren. Mr. Hornung, I understand that you testified in 
docket 657, that you were of the opinion that there would be no 
such thing as managerial discretion if the board caused conferences 
to remove prohibitions from their agreements; is that correct? 

Mr. Hornung. That is correct; yes, sir. 

Mr. WarrREN. And in that docket you represented your mem- 
bership? 

Mr. Hornuna. Yes, sir. 

Mr. WarrEN. Is there any reason that you know of today that 
would cause your members to take a different position? 

Mr. Hornunea. I do not think they would change because I think 
that is actually the way it works out. The only one who exercises 
managerial discretion is the first one who starts paying brokerage. 

Mr. WarrEN. Mr. Hornung, you further testified that you believed 
that brokerage was reflected in the carrier’s rate; is that correct? 

Mr. Hornung. That is correct. 

Mr. WarrEN. Do you hold that opinion today? 

Mr. Hornune. Could I have that question? 

In 657 I testified that the brokerage was what? 

Mr. Warren. Was reflected in the tariff rate since it is an expense 
of transportation. 

Mr. Hornune. At the time of 657, we were not paying brokerage 
on the local cargo. 

Mr. Warren. Since your members have paid it, has it been re- 
flected in their tariffs? 

Mr. Hornune. I think brokerage is one of the costs of operation, 
one of the factors that would have to be considered as increased cost 
of operation. 

Mr. WarrEN. The substance of your testimony in docket 657 was 
that “brokerage would necessarily be reflected in higher freight rates.” 

Mr. THompson. During the hearings on doc ket. 657, you stated, 
Mr. Hornung, that you were representing your member lines of your 
conference. 

Mr. Hornuna. Yes, as I recall. 

Mr. THompson. Authorized to represent them in the testimony 
you gave. 
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Mr. Hornuna. I believe I was the only witness for the conference. 

Mr. THompson. What would be the difference, then, in your ap- 
pearance before this subcommittee on your position in regard to your 
member lines and your position then before the Maritime Board? 

Mr. Hornuna. Since then we have had some changes in member- 
ship and I do not know, I am not as familiar with the individual rosi- 
tions of all the lines as I was at that time because we went into that 
matter very thoroughly and it had been the subject of considerable 
discussion. 

Mr. Warren. To what extent has your membership changed? 

Mr. Hornvune. I could not say offhand. We have had many new 
lines come in, some drop out. We have had two recently drop out. 

Mr. THompson. So your relationship with the member lines now is 
not as close, or your position is not as responsible now in regard to 
representing your lines as it was then, is that true? 

Mr. Hornune. No, insofar as brokerage is concerned, because the 
rule now says the lines are permitted to pay brokerage up to 1% per- 
cent. I do not see the brokerage bills. I have no contact with the 
brokers. I do not know what relation there is between the lines and 
the brokers whether they are all paying one and a quarter on every- 
thing. I understand they are from conversations I hear. 

Mr. THompson. I am merely trying to delineate between what 
this subcommittee should use in its determination of facts. Here, 
you are speaking as an individual, whereas before that tribunal, you 
were speaking as a representative of your member lines. I doubt 
that we could compare the statements made because it may have been 
that you were stating then their positions and not necessarily yours, 
whereas today you are stating your position and not necessarily the 
position of the member lines. 

Mr. Hornuna. Yes, because at that time I was defending the 
rule we had in the tariff, a rule that had been formulated and sub- 
scribed to by all the lines. 

Mr. Warren. That is why you knew the opinion of your member- 
ship—for the reason that you were called upon to defend the rule 
contained in your tariff; is that correct? 

Mr. Hornuna. That is correct, on behalf of each member line. 

Mr. Warren. Since that provision has been deleted, then, there 
has been no need to concern yourself with that matter? 

Mr. Hornuna. That is very well; yes, sir. 

Mr. THompson. Would you state now, sir, that in your opinion, 
you do think that your ideas and opinions square or parallel with the 
ideas and opinions of your member lines? 

Mr. Hornuna. I think, generally speaking, they do. 

Mr. THompson. Do you have any areas in which they differ? 

Mr. Hornuna. No, I do not. 

Mr. TuHompson. Your opinion now is just about the same, if not 
exactly the same, as your member lines? 

Mr. Hornuna. It could be. For example, we had a new member, 
the Japanese Line just joined the conference 2 or 3 months ago. | 
do not know exactly what their position is on brokerage. This 
question has not been discussed in our meetings at any Jength. 

Mr. Tuompson. I will limit my question, then, to vour American- 
flag lines. Has there been any change in your American-flag Jine 
membership? 
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Mr. Hornune. Yes, we have had some new American-flag lines 
and have had some drop out. 

Mr. THompson. How would your opinion square with the opinions 
of American-flag lines? Those are the ones in which this subcom- 
mittee is primarily interested as far as their activities are concerned 
in connection with forwarding of freight and handling of cargoes. 

Mr. Hornuna. Judging from the testimony of our lines in dockets 
718 and 719, at which time each individual member line testified, | 
would think that my personal opinion would square pretty well with 
the opinion of the member lines. 

Mr. THompson. It would square pretty well. This subcommittee 
should know how to evaluate your statements, sir. Can we take 
your position as being the same position as could be expected to be 
taken from a carrier or should we not? In what areas do you differ 
from the American-flag hnes? 

Mr. Hornuna. We have not had an expression of the individual 
position of each line on this question. 

Mr. THompson. I am sorry that you have not, frankly, because 
| think that there was enough notice given. I am extremely sorry 
that you have not seen fit to obtain those opinions. 

Do you have a question? 

Mr. Cuase. I have just one question. 

Are the members of this subcommittee justified in assuming that 
vou are reflecting the views of the members of your conference? 
You know your relationship with them much better than we do. 

Mr. Hornune. Yes. 

Mr. Case. Are we justified in assuming that you are reflecting 
their views? 

Mr. Hornuna. Well, the chairman objects to the word generally, 
but I cannot speak for the lines that have just joined and I do not 
know what their position is on this thing. 

Mr. THompson. Would you want to speak for any lines? Would 
you speak for one of your old lines who has been in your conference 
for years? 

Mr. Hornune. Yes; I think that my opinion reflects the views of 
some of the older members, yes. 

Mr. THompson. Would you name specific ones? 

Mr. Hornunea. No, I would not like to do that. 

Mr. Tompson. I suggest to the subcommittee that while we 
appreciate Mr. Hornung’s statement, the Chair wonders whether 
any further questioning would be more than a waste of time. I 
doubt if we could attach significance to any statements made as being 
other than the personal opinion of an individual. While I am sure 
that you have had vast experience in the field, sir, this subcommittee 
is more directly concerned with trying to obtain a cross section of 
opinion of the principals involved. Unless Mr. Davidson or counsel 
have further questions, that will be all. 

Mr. Warren. May I ask questions, Mr. Chairman, concerning 
his tariff provisions, which is something that is a matter of record and 
would not require his opinion. It would seem that the conference 
chairman would be presumed to understand his conference’s broker- 
age rules. 

Mr. THompson. If you can develop such information, proceed. 

Mr. Warren. Mr. Hornung, I have before me several of the local 
tariff rules of the Pacific Westbound Conference. I have before me in 
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particular rule No. 59 (c), entitled ‘Invoices and certifications.’ 
The essentials of this rule indicate that it is necessary that the under- 
signed freight forwarder certify that he has been designated as such 
by the shipper with respect to the shipper and, secondly, has been 
authorized to book the cargo and to make such other arrangements. 
Would you tell the subcommittee the experience that your conference 
has had in enforcing this conference rule? 

Mr. Hornune. Well, the lines to the best of my knowledge are all 
insisting on that certification being on their invoices and properly 
signed by the shipper and freight forwarder. However, as a conven- 
ience to the freight forwarder, we do accept the shipper’s power of 
attorney so that if a forwarder has the shipper’s power of attorney he 
is in position to sign this certification on behalf of the shipper and 
himself. 

That is being done, to the best of my knowledge, in all cases. 

Mr. Warren. Do you know if brokerage is being paid today on 
Department of Agriculture shipments? 

Mr. Hornuna. Yes; to the best of my knowledge it is. 

Mr. WarrEN. On such shipments, are forwarders booking or 
securing cargoes? 

Mr. Hornune. No; the cargo is generally secured in Washington, 
booked by the Washington representatives of the individual lines, 
and we have recently put an exception to that certification, as you will 
note on the bottom of the page. That is not required in connection 
with cargo booked by and shipped by the Department of Agriculture. 

Mr. WARREN. Why did vou specify such exception in the case of the 
Department of Agriculture? 

Mr. Hornuna. We reached a stalemate because the Department 
of Agriculture is not in a position to sign the certification. They in- 
sisted on arranging booking of the cargo in Washington. For a long 
period of time the lines on that basis refused to pay brokerage on those 
shipments. 

The Department of Agriculture, in turn, had discontinued paying 
forwarding fees to the forwarders, and they were getting nothing for 
handling the shipments, and after considerable negotiation with the 
Department of Agriculture, our lines agreed to waive the requirement 
that they must have that certification on the bills. 

Mr. Warren. By such waiver, do you feel that it has had the effect 
of circumventing the intent of the rule to which we have just referred? 

Mr. Hornune. | think. it is permitting brokerage to be paid on 
cargo that is not booked by the forwarder. 

Mr. Warren. In reference to another rule, Mr. Hornung, rule 59 
entitled ‘“‘(a) To whom payable,” and I read: 

Carriers shall not pay brokerage on any shipment in connection with which the 
carriers file export declarations or license on behalf of the shipper, freight for- 
warder or broker. 
can you explain this rule? 

Mr. Hornena. That rule is put in there in connection with ship- 
ments of shippers located in the eastern part of the country and the 
shipments were handled by eastern brokers who had no local a 
sentative and did not see fit to share their brokerage with the loca 
broker, and they would ask the steamer lines to file the export dec ase 
tions through customs. 
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Mr. WARREN. Are you assuming, taking that in the converse, that 
if the forwarder filed the export declaration your requirement as far 
as the receipt of brokerage is concerned would be satisfied? 

Mr. Hornune. No; if he filed the declaration and booked the cargo. 

Mr. WarREN. He would have to book the cargo also? 

Mr. Hornuna. Yes. 

Mr. WarrREN. Or be authorized to book it? 

Mr. Hornung. That is right. 

Mr. WarRREN. Does the fact that he is authorized to book mean 
that there must be an actual booking under this rule? 

Mr. Hornuna. That is subject to some interpretation, I would say. 

Mr. Warren. What would be your interpretation? 

Mr. Hornunea. My interpretation would be that he has the author- 
ity to book but he might not actually book each individual shipment. 

Mr. Warren. Is this rule designed to prevent payments of broker- 
age where cargoes are not sec sured or booked? 

Mr. Hornune. This rule you just read? 

Mr. WaRREN. Yes, sir. 

Mr. Hornune. No; that is put in there, I think, to police the ques- 
tion of payment of brokerage and to preclude one line from performing 
part of the forwarder’s ordinary services gratis. For instance, if one 
line was in the habit of filing these export declarations and performing 
that much of the forwarder’s services, and other lines did not do that, 
it might be a little area of competition there. To put everybody on 
the same basis and in order to prevent the carriers from getting into 
the forwarding service, we put that rule in. 

Mr. WarrEN. Do you have any information as to whether or an 
the volume of trade has increased in your conference since docket 657? 

Mr. Hornunea. There have been ups and downs, but it has been 
normal increase and normal decrease. 

Mr. Davipson. Have you been watching that? Are vou familiar 
with the amount of freight that is carried by your members? 

Mr. Horntna. Yes; we keep statistics for the lines and have records 
of the volume. 

Mr. Davrpson. Do the lines in your conference pay brokerage on 
substantially all the freight they carry in commerce? 

Mr. Hornune. At the moment, it is my understanding from dis- 
cussions I have heard that they are paying brokerage on almost every- 
thing now. I know one of our lines testified in docket 718 that 
between the time of the decision in 657 coming out and when 718 
was being heard, the net result of the pay in brokerage to him was that 
he is now paying brokerage on 95 percent of his cargo and before he 
paid no brokerage and he was getting no more cargo. I think that 
reflects pretty well the position of all the lines. 

Mr. Davipson. Do you have any idea or any figures on how much 
brokerage was paid by each and every member of your conference 
for the last calendar or fiscal vear? 

Mr. Hornunea. We do not have that figure in the conference office. 

Mr. Davipson. Can anybody get that figure? We would like 
to know what is involved. 

Mr. Hornuna. We can get it from our lines, I think. 

Mr. Davipson. I should think you would have had that. We 
would like to know what is involved here, whether it is $10 or $20 
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million that you fellows are paying out or whether we are just talking 
about things ideologically. 

Mr. Hornune. It is quite a substantial amount. I will be glad to 
get the figures. 

(See appendix printed as supplement to the hearings.) 

Mr. Davipson. Do you have a rough idea? Can you tell us within 
any reasonable area about how much has been paid out by the 15 lines 
in vour conference? 

Mr. Hornuna. I think we estimated that it ran something over a 
half million dollars a year. 

Mr. Davipson. A half a million dollars a year by the 15 lines of 
your conference? 

Mr. Hornuna. That is just a rough guess. 

Mr. THompson. Do you think the brokerage paid out by these lines 
was earned to any extent? 

Mr. Hornune. I think there may be some cases where it was to 
some extent. I think payment in some cases of brokerage may bene- 
fit the carriers in certain particulars. I think that benefit is incidental 
to a benefit that is received by the shippers, for instance. 

What I have in mind is that it benefits the carrier if the shipments 
are down to the pier the time they are supposed to be and if all the 
papers are in order. Whether the shipper does that or the forwarder 
does it, it is of benefit to the carrier to have everything the way ithis 
supposed to be. 

Mr. Tuompson. Do you think you should pay for these benefits, 
whatever they are, that are benefits to the carrier? Is it the shipper’s 
responsibility to see that these benefits accrue to the carrier or is it 
the carrier’s responsibility? 

Mr. Hornuna. I think it is the shipper’s responsibility. 

Mr. Tuompson. Do you know whether any of your lines feel that 
they should pay for part of this brokerage service? 

Mr. Hornvune. I do not think they feel that they should. 

Mr. THompson. Do you feel that brokers are necessary in the busi- 
ness of a carrier? 

Mr. Hornune. Beg pardon? 

Mr. Tuompson. Do you feel that so-called forwarder-brokers are 
necessary for the proper operation of a carrier’s business insofar as 
brokerage payments are concerned? 

Mr. Hornuna. Our lines went 28 years without paying brokerage. 

Mr. Tuompson. Do you personally feel that way? 

Mr. Hornuna. I, personally, feel that there may be some small 
advantage, some small benefit, that a carrier might get in the fact 
that instead of having to deal with a lot of small companies who do 
not have experienced traffic departments they look to the broker to 
take care of the shipper’s interest and get his papers and cargo down 
in time. 

Mr. Tuompson. Back over the years when you did not pay brok- 
erage who was paying the bill then for benefit to the carrier? 

Mr. Hornuna. The shippers were paying it because, after all, they 
were doing what the shipper ordinarily would have to do himself. 

Mr. TuHompson. Do you feel now that it is the shipper’s respon- 
sibility, and that brokers are not necessary to conduct the business 
of a carrier? 
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Mr. Hornwune. I think the carrier could get along without them, 
ves. 

Mr. THompson. What do the carriers feel? 

Mr. Hornune. I cannot speak for all the carriers, Mr. Chairman. 

Mr. THompson. Have you ever heard of a hatchetman? When a 
person does not want to do a job himself, he wants a man to whom 
he does not give any responsibility or authority. I wonder if you 
are being placed in that position. 

Unless counsel or the members have questions, Mr. Hornung, I 
think that would terminate any interest that the subcommittee 
would have. 

Do you have a question, Judge Chase? 

Mr.Cuase. Is there any such thing now as a true brokerage service, 
in your opinion, so far as your carriers are concerned? 

Mr. Hornuna. My understanding of true brokerage is where it 
would be pretty much in connection with large parcels of cargo, like 
yulk grain, and so forth, where the broker or the forwarder locates 
the shipper with the large volume of cargo and locates the carrier 
with a ship that has vacant space and gets the two together. | 
think that in that case there is true brokerage. 

Mr. Cuase. Do your carriers require a true brokerage service or 
are they independent of such, in your opinion? 

Mr. Hornvuna. I think they are paying brokerage in cases where 
there is not true brokerage service rendered, yes. 

Mr. Cuase. In your opinion, do they require a true brokerage ser- 
vice in any case or are they independent of such? 

Mrs Hornvuna. I do not know how to answer that question. 

Mr. Cuase. Then do not try. 

Mr. TuHompson. Do you have any further questions? 

Mr. Davipson. I have no questions. 

Mr. THompson. Thank you very much, Mr. Hornung. 

Mr. R. E. Spaulding, please identify yourself and give a brief de- 
scription of your position and background for the record. 


STATEMENT OF R. E. SPAULDING, SECRETARY, PACIFIC STRAITS 
CONFERENCE AND PACIFIC INDONESIAN CONFERENCE 


Mr. Spauupina. My name is R. E. Spaulding. I am secretary for 
the Pacific Straits and Pacific Indonesian Conferences and I have been 
since April of 1950. 

Before going further, Mr. Chairman, in view of your comment to 
Mr. Hornung, I must say that I am in the same position, unfortu- 
nately. I cannot speak officially for the members other than the ac- 
tions they would have taken under conference action on the brokerage 
question. 

Mr. THompson. Of course, we are happy to get any information 
that would be enlightening or helpful to the subcommittee, Mr. 
Spaulding. Perhaps you could then give us a brief statement as to 
your position and indicate which portions of it represent the true feel- 
ing of your membership and which portions represent your own per- 
sonal feelings without necessarily binding your principals. 

Mr. Spaunpine. I do not know that I can separate where my per- 
sonal feeling might end and where the feelings of the member lines 
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might begin. Of course, I have my own personal opinions undoubt- 
edly on the brokerage question. Again I cannot break it down by 
how the member lines might coincide with my own personal feeling, 
because I cannot speak for them officially. 

Mr. THompeson. Then you are here before this subcommittee to give 
information as to your feeling in regard to the operation of forwarder- 
brokers, and their connection with carriers and the maritime industry? 

Mr. SpauutpinG. My personal opinion on that score, and I can testify 
officially as to the actions that we have taken in my two conferences 
after the effective date of the order under docket 657. 

Mr. THompson. Will vou give the subcommittee a brief statement 
of your feelings? 

Mr. Spautpina. After the order in docket 657, my two conferences, 
in conjunction with other conferences, took various legal actions to 
endeavor to put in tariff rules that the members felt w ould allow pay- 
ment of brokerage under conditions of a true brokerage service. 

Mr. Burley testified, as I recall, this morning at some length as to 
the steps they took. Our steps were identical. One was that we 
tried to put in the rule where, if we paid brokerage, it would be added 
to the bill of lading and payable by the shipper. Another was that 
all brokerage bills would have to be screened through the conference 
office as to whether it was a payment for true brokerage service. 

All of these attempts over a period of 3% years were nullified by 
action of the Federal Maritime Board and ultimately we put in our 
present tariff rules. 

Mr. Tuompson. Did you agree with the action of the Federal 
Maritime Board in those cases? ; 

Mr. SpautpinG. No, sir; we did not, because when they refused 
to go along with one tariff rule we would attempt to put it in another 
which we felt would accomplish the same purpose, and the upshot, 
as I say, was that after 3% years we had to abide by the order in 
docket 657. The members felt that they could not go along with 
any longer making attempts to put in rules which we felt w ould cover. 

Mr. Tompson. So what is your conference doing now? 

Mr. Spautpinc. We are paying brokerage on all cargo up to 1% 
percent. 

Mr. THompson. Does your conference entertain any hopes that 
by your appearing be fore this subcommittee it might obtain aome 
relief from what you consider a burdensome and unreasonable expense? 

Mr. SpautpinG. My personal opinion would be that they might 
have that ultimate hope. 

Mr. Tompson. Did you, of your own volition, agree to come 
before this subcommittee, or were you instructed by some of your 
member lines? 

Mr. Spauupina. No, sir; I agreed to appear voluntarily. 

Mr. THompson. Of your own volition and within your own 
authority? 

Mr. Spautpina. That is correct, with the permission, I might say, 
of my member lines. 

Mr. THompson. With permission of your member lines? 

Mr. SpauLpina. Yes. 

Mr. THompson. So they did give you permission to appear? 

Mr. Spau.pina. But not as an official witness for the conferences. 
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Mr. THompson. Did they express to you any authority as to the 
latitude of your expressions as their representative? 

Mr. SpauLpine. Yes, within the present rules and regulations as 
they are in the tariff. 

Mr. TxHompson. What are the present rules and regulations in 
regard to freight forwarders, please? 

Mr. Spautpina. The present rule provides for payment of brokerage 
up to 1% percent. 

Mr. THompson. So they authorized you to appear to discuss that 
particular subject on their behalf? 

Mr. Spautpine. That is correct. 

Mr. THompson. Would you not then be representing them if you 
appear under their authority? 

Mr. SpauxpinG. Perhaps I have not made myself clear. When I 
mentioned “within the rules and regulations,’ what I me ant primarily 
was the steps that we had taken from 1950 through 1953 to avoid 
putting in the type of rule presently had. 

Mr. THompson. | think those have been very well documented. 
This subcommittee, as I emtnioned to the previous witness, is trying 
to receive current, accurate information to throw as much light as 
possible on the subject that seems to be bothering so many people 
and certainly is bothering this subcommittee. Frankly, if you cannot 
represent your carriers in testimony, the Chair does not feel that you 
should be imposed upon to the extent of answering questions whic -h we 
could not use on which to base any opinions so far as carriers are con- 
cerned. Therefore, the witness will be excused. 

Are there any other witnesses present today who could testify 
authoritatively as a representative of any carrier on the Pacific coast’ 

The Chair would welcome any witness who would care to appear. 

The meeting stands adjourned until tomorrow morning at 10 
o'clock. 

(Whereupon, at 3 p. m., the hearing was adjourned until 10 a. m. 
Wednesday, November 2, 1955.) 














INVESTIGATION INTO THE ACTIVITIES OF FOREIGN 
FREIGHT FORWARDERS AND BROKERS 


WEDNESDAY, NOVEMBER 2, 1955 


Hovusk or REPRESENTATIVES, 
SPECIAL SUBCOMMITTEE ON 
ForEIGN FreigHt FoRWARDERS AND BROKERS OF THE 
CoMMITTEE ON MeERcHANT MARINE AND FISHERIES, 
San Francisco, Calif. 

The subcommittee met at 10 a. m., pursuant to recess, in the United 
States Customs Courtroom, United States Appraisers Building, San 
Francisco, Calif., Hon. Irwin D. Davidson presiding. 

Present: Representatives Davidson and Chase. 

Present also: Charles F. Warren, chief counsel to the subcommittee. 

Mr. Davipson. The committee will please be in order. 

Mr. Warren. I[ understand that your first witness this morning will 
be Mr. William J. Kavanagh, who is the traffic manager, I believe, of 
Rosenberg Bros. & Co., Inc., of 230 California Street, San Francisco. 

Mr. Kavanagh, are you ready? 

Would you be good enough to take the stand, please? 


STATEMENT OF WILLIAM J. KAVANAGH, TRAFFIC DEPARTMENT, 
ROSENBERG BROS. & CO., INC., SAN FRANCISCO, CALIF. 


Mr. KavanaGu. Statement of William J. Kavanagh before the 
Special Subcommittee on Foreign Freight Forwarders, commencing 
October 31, 1955 in San Francisco, Calif. 

For the past 32 vears I have been employed in the traffic department 
of Rosenberg Bros. & Co., Inc., 230 California Street, who are buyers, 

packers and shippers of dried fruits, nuts, honey and rice. Dried 
fruit is the principal commodity shipped in export and our largest 
market is Europe. Rice is exported in large quantities to Hawaii 
and Puerto Rico, however, no brokerage is paid to these destinations. 
We are signatories to all steamship conferences and only ship on 
conference vessels. 

J. E. Lowden & Co., 465 California Street, San Francisco, and 
their predecessors, Lunham & Moore, have been our freight brokers 
for at least 35 years and have been duly designated as such with the 
various conferences. They clear our shipments through customs and 
deliver the export declarations to the steamship companies; also, 
issue corrections when necessary. We type the bills of lading, some 
of which are put through the duplicating machine by ourselves, 
various steamship companies, and in emergencies by Lowden, who 
delivers them to the carriers for signature; pays the freight and 
returns them to us. 

Mr. Davipson. Would you like to ask a few questions, Mr. Warren? 
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Mr. WarrEN. Mr. Kavanagh, when was Rosenberg first established 
as an exporter on the Pacific coast? 

Mr. KavanaGu. Rosenberg Bros. are about 60 years old. 

Mr. WarREN. As exporters? 

Mr. KavanaGu. As exporters. 

Mr. Warren. When did Rosenberg first designate a _ freight 
forwarder? 

Mr. Kavanacu. When I went to Rosenberg Bros. in 1923, Lunham 
& Moore were our freight brokers. They were appointed before my 
time, how far in advance, I do not know. 

Mr. WarREN. Rosenberg was in the export business, and I take it, 
thereafter designated this forwarding firm to handle shipments? 

Mr. KavanaGu. I presume so. I was not there at the time and 
when they designated them, I do not know. 

Mr. WarrREN. Thereafter, Rosenberg designated Lowden? 

Mr. KavanaGu. Lowden bought out or succeeded Lunham «& 
Moore. 

Mr. Warren. In the beginning what services did Lowden perform 
for your company? 

Mr. Kavanaau. In the beginning, the way I recall it, most of the 
export at that time was through the port of New York and Lowden, 
which was Lunham & Moore, then booked the space, arranged for the 
handling of the cars and signing of bills of lading, and so forth. 

Mr. Warren. Currently, what does the Lowden firm do for your 
company? 

Mr. Kavanaau. As stated here, he clears the export declarations 
through the customhouse, delivers them to the steamship company, 
runs off bills of lading for us, picks up the bills of lading, pays the 
freight, and also minor services. He finds out that space is getting 
dificult on certain vessels and keeps me advised. Occasionally 
there are times when service to some ports is not very frequent. He 
will check that and see how much tonnage we have, and some of his 
other clients, and get enough together to make it worthwhile for 
some steamship line to go into those ports. 

Mr. Warren. Why no longer, sir, does the Lowden firm book 
cargoes for vou? 

Mr. KavanaGu. Why they no longer do it? 

Mr. WarREN. Yes. 

Mr. Kavanaau. That is something I cannot answer. When | 
‘ame there, that is the way it was. 

Mr. Warren. How many are employed in your export department? 

Mr. Kavanaau. In the export department, there are at the present 
time about 7 or 8 people. However, I am not in export. I am in 
traffic. 

Mr. Warren. How many are in the traffic division of your firm? 

Mr. KavanaGu. In the traffic division there are two that handle 
rail and truck. There are 2 men who handle bills of lading and water 
shipments like I do, I being one of them, and a girl, that is 5. 

Mr. Warren. I take it vour traffic division book cargoes directly 
on ocean liners? 

Mr. Kavanacu. That is right. 

Mr. Warren. For the services which you have enumerated which 
Lowden currently performs for you, do you compensate this firm? 

Mr. Kavanacnu. We do not. 
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Mr. WarrEN. Have you ever compensated the Lowden firm? 

Mr. Kavanaau. Yes, in times gone by when it was Lunham & 
Moore, there was a charge. However, we have been thinking about 
making a compensation of some kind. 

Mr. WarrREN. For approximately how long have you not compen- 
sated the Lowden firm? 

Mr. Kavanaau. As far as I can remember, back when we first 
started to export through the Pacific coast, which was when I went 
there in 1923, those arrangements were made before | went there. 

Mr. WarreEN. Can you advance any reason why your firm does 
not compensate the Lowden firm? 

Mr. Kavanaacu. No, unless it was a matter of competition at the 
time when the deal was made. 

Mr. Warren. Are you aware of the fact that the Lowden firm, for 
services rendered to you and also services rendered to carriers, is paid 
brokerage fees? 

Mr. Kavanaan. I understand they are by not all lines but most of 
them, though. 

Mr. WarrREN. Could the fact that Lowden receives brokerage be a 
consideration of why you are not compensating the Lowden firm? 

Mr. Kavanaau. That I cannot answer. I do not know what the 
deal was when it was made up. I could not say. 

Mr. Warren. Could you advance any reason to this subcom- 
mittee? 

Mr. Kavanaau. All I can say is that I feel that a charge should be 
made. 

Mr. Warren. You feel that? 

Mr. Kavanaau. I feel a charge should be made and Mr. Brennet 
and myself have talked about it several times. I think eventually we 
will be able to pay him the charge. 

Mr. Warren. Mr. Kavanagh, do you believe that brokerage is 
reflected in tariff rates which are charged by ocean carriers? 

Mr. Kavanaau. I do not think so. 

Mr. WarrEN. Do you believe that brokerage is a part of the 
transportation expense of an ocean carrier? 

Mr. KavanaGu. No; I do not, not as far as dried fruit is con- 
cerned. 

Mr. Warren. Do you believe that brokerage constitutes some form 
of expense to ocean carriers? 

Mr. KavaAnaGu. Yes; some expense. 

Mr. Warren. And it is your position that nevertheless it is not 
reflected in the tariff rate; is that correct? 

Mr. Kavanacu. That is right. 

Mr. WarREN. Do you believe that by not paying the Lowden firm 
for services rendered to you that you are discriminating against a 
shipper who does pay for such services? 

Mr. Kavanacu. That angle has never entered into our mind. No; 
| do not think so. 

Mr. Warren. Why, may I ask? 

Mr. Kavanaacu. It was never given any thought. We never took 
it in that light. 

_ Mr. Warren. Granted that you have not given it any thought, 
in giving it thought today, do you believe so? 
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Mr. Kavanacu. No; because the amount is so small I do not 
think it would amount to anything. The amount of brokerage paid 
by our firm is negligible. It is not very much. 

Mr. Warren. To that extent—— 

Mr. Kavanacu. It would not figure in competition; no. 

Mr. Warren. Brokerage, generally, on your shipments is smali. 
I take it tonnage and tariff rates are small, generally? 

Mr. Kavanacu. The tonnage has been small. 

Mr. Warren. I take it from your testimony, Mr. Kavanagh, that 
vou do recognize that brokerage constitutes an expense to steamship 
lines? 

Mr. KavanaGu. To some extent. 

Mr. Warren. How would vou categorize this expense? Would it 
be related to transportation, or is it related to something else? What 
is brokerage, in your opinion? 

Mr. KAVANAGH. Brokerage, in my mind, is a fee for services per- 
formed by a broker. 

Mr. WarrEN. What kind of services? 

Mr. Kavanaau. I cannot answer from the transportation angle 
because I am not in that business, but I would imagine that it would 
be for booking space and delivering bills of lading and picking them 
up, clearing the customhouse, and so forth. 

Mr. WARREN. You recognize that brokerage constitutes an expense 
to the ocean carrier, and you recognize that brokerage is something 
which is for securing cargo, bills of lading, and various other services. 
Then are you not recognizing that brokerage is an expense relating to 
transportation? 

Mr. Kavanaau. Yes; that is right. 

Mr. Warren. And if you so recognize this fact, would it not follow 
that brokerage is reflected in the tariff rate? 

Mr. Kavanaau. In dried fruit, in which I am principally interested, 
the rates are more or less based on world conditions and competition 
with other countries and crops, and so forth, and during the dis- 
cussions we have had with the conferences, why, those were the main 
reasons which reflected the rate. 

I think we had 2 or 3 changes in the last couple of years due to 
competition, and so forth. Other commodities might be different. 
During the discussions, brokerage was never mentioned as part of the 
rate. 

Mr. Warren. | take it, sir, that you do not compensate the 
Lowden firm but currently you are considering the possibility in that 
you believe that services are rendered to you, is that correct? 

Mr. Kavanaau. That is right. 

Mr. WarrEN. Is there any reason that you are now considering the 
possibility? 

Mr. Kavanaau. No; except the last few years Mr. Brenner thought 
that there should be some charge made, and I agree with him that 
there should be. 

It is just a matter of getting the firm to go along with me. 

Mr. Warren. Again I ask the question: Is not the reason that you 
are not compensating the Lowden firm because you know that the 
Lowden firm is receiving brokerage? 

Mr. Kavanaau. No. 

Mr. Warren. I have no further questions, Mr. Chairman. 
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Mr. Davipson. In answer to that last question, I think it is quite 
obvious that the reason you do not pay any forwarding fees to Lowden 
is because you know he is getting compensation from another source, 
is that not so? 

Mr. Kavanaau. As I said before, those arrangements were made 
some thirty-odd years ago. If that was the case then, I cannot 
recognize that. 

Mr. Davipson. You must recognize the fact that he is getting 
brokerage fees from the lines and that is why he has been performing 
the service for you. It has been the practice for many years and 
you have accepted it as such, is that right? 

Mr. Kavanaau. That is right. 

Mr. Davipson. You did say that sometimes your shipment of the 
commodity in which you deal is not sufficient to warrant a carrier 
stopping at a desired foreign port and then J. E. Lowden & Co. collects 

cargo, which another of its customers might have, so as to make the 
comin amount of cargo sufficient and worth while for the carrier to 
visit the port that you desire to export to; is that right? 

Mr. Kavanaau. That is right. 

Mr. Davipson. How frequently does that occur? 

Mr. Kavanacu. Not very frequently, maybe once or twice a year, 
something like that. 

Mr. Davipson. Do you have any examples of that sort of service 
on the part of your forwarder? 

Mr. Kavanaau. Well, there was one here about 6 or 8 months ago, 
a shipment to the United Kingdom. There was some cargo laying 
around and no vessels in sight and I understood he got sufficient 
clients to get sufficient cargo to get the vessel to call at the particular 
port. 

Mr. Davipson. What carrier was that? 

Mr. Kavanaau. I believe the Canadian Transport Line to Belfast, 
I think. 

Mr. Davipson. You had a small cargo? 

Mr. KavanaGu. There was some tonnage. I do not know how 
small it was. 

Mr. Davipson. Judge Chase. 

Mr. Cuase. You listed a number of services that Lowden per- 
formed in connection with these shipments. 

Mr. Kavanaau. Yes, sir. 

Mr. Cuasr. What were they? 

Mr. Kavanaau. They clear the export declaration through the 
customs. They pick them up at our office and take them over and 
clear them, delivering them to the steamship companies. They tend 
to corrections, and so forth. They deliver the bills of lading to the 
steamship companies. They run some of our bills of lading on the 
duplicating machines. They pay the freight and pick up the bills 
of lading and deliver them back to us. 

Mr. Cuasn. Now, if Lowden did not perform those services, who 
would perform them? 

Mr. Kavanacu. We would try and do some of it ourselves and 
that part which we could not do, we would have to request the 
carriers to either mail or deliver the ladings to us, depending on how 
important the particular documents were. 

Mr. Cuass. But most of that work primarily was the work that 
would devolve upon you folks? 
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Mr. Kavanaca. And the carrier, both of us. 

Mr. Cuast. Now, which particular items there would be the func- 
tion of the carrier? 

Mr. KavanaGu. Well, there are certain shipments, letters of credit 
expiring, and you have to have certain on board dates which you have 
to watch closely and get back as soon as we could. But there are 
other shipments where we have cash in hand before the merchandise 
is shipped and there the carrier would deliver them to us or mail 
them to us, whatever he preferred to do. 

Mr. Davipson. Does Lowden pay the freight bill to the carrier? 

Mr. KavanacGu. He does; ves. 

Mr. Davipson. He advances that money? 

Mr. KavanaGu. He pays the money to the carrier. 

Mr. Davipson. Then he bills you for it? 

Mr. KavanaGu. That is right. 

Mr. Davipson. Whatever the charges are he lets you know, but 
he advances that money? 

Mr. KavanaGu. That is right. 

Mr. Davipson. And he makes no charge to you for advancing this 
money? 

Mr. KavanaGu. That is right. Did I say that all the lines pa 
brokerage? They do not. 

Mr. Davipson. I think you said with a few exceptions most of 
lines, to your knowledge, do pay brokerage; is that right? 

Mr. Kavanacu. The Johnson Lines, to my knowledge d») no 
pay. 

Mr. Cuase. Who are the Johnson Lines? 

Mr. KavanaGu. Operators of Swedish motor vessels between Pacifi 
coast and continental ports of Europe, London, and Scandinavia. 

Mr. Coase. Why do they not pay brokerage? 

Mr. KavanaaGu. I do not know. They never got around to i 

Mr. Warren. Are they a conference line? 

Mr. Kavanaau. Yes. 

Mr. Warren. What conference? 

Mr. Kavanaau. Pacific Coast European. 

Mr. Davipson. Do you frequently use that carrier? 

Mr. Kavanaau. Certainly do. 

Mr. Davipson. You use them a great deal? 

Mr. KavanaGu. More so than any. I say more than any because 
Sweden is one of the largest buyers of the dried fruit that we have, 
and, of course, there is quite a bit to Antwerp, and Rotterdam, and 
London, too. 

Mr. Davipson. Does Lowden arrange for the calling of the cargo? 

Mr. Kavanaau. He performs the same service as for the other lines. 

Mr. Davipson. And he gets nothing from them and nothing from 
you? 

Mr. Kavanaau. That is right. 

Mr. Warren. You must know some reason why he does not. 
Can you advance a reason? 

Mr. Kavanaau. The only reason I can recall is that Lowden does 
not book the space. 

Mr. Warren. And, they have chosen in their managerial discre- 
tion not to pay brokerage? 
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Mr. Kavanaau. That is right. 

Mr. Davipson. Has Lowden made demands upon this company 
to pay him brokerage? 

Mr. KavanaGu. I know he has asked for brokerage. 

Mr. WarrEN. May I address a question to Mr. Brenner, who is 
president of the Lowden Co.? 

Mr. Davipson. Yes. 


STATEMENT OF WILLIAM BRENNER, OWNER, J. E. LOWDEN, SAN 
FRANCISCO, CALIF.; PRESIDENT, PACIFIC COAST CUSTOMS AND 
FREIGHT BROKERS ASSOCIATION-——Resumed 


Mr. Davinson. Mr. Brenner, would you be good enough to come 
forward? 

Mr. Warren. Mr. Brenner, have you ever made demand upon 
the Johnson Lines to pay broke ‘rage upon Rosenberg shipments? 

Mr. Brenner. Yes; I have asked them on many occasions to pay us 
brokerage. 

Mr. Warren. What is the reason that they refused? 

Mr. Brenner. They just do not give you a reason. They are just 
not paying brokerage on Rosenberg shipme nts. That is all. 

Mr. WARREN. Are they the only shipments that the Johnson Line, 
to your knowledge, does not pay brokerage on? 

Mr. Brenner. That is the only—I did not get that. 

Mr. Warren. Are Rosenberg shipments the only shipments upon 
which the Johnson Line, to your knowledge, does not pay brokerage? 

Mr. Brenner. I would not know about anyone else. 

They pay us on everything else that we handle. 

Mr. WarreN. They pay you on everything else. 

Mr. Brenner. They pay us on everything but Rosenbe Tg. 

Mr. Davipson. Who does? 

Mr. Brenner. The Johnson Line on any shipments we have with 
the exception of Rosenberg. 

Mr. Warren. What is the reason for this? There must be some 
reason. What is the logic that they advance? 

Mr. Brenner. I guess it is their managerial discretion. That is 
all I can say. They probably never paid it for years back and they 
just never saw fit to 7 it all these many years. 

Mr. Warren. Mr. Chairman, I suggest that I be permitted to cor- 
respond with the Johnson Line in an attempt to get some information 
on this. 

Mr. Davipson. All right. You just take whatever steps you want 
to get the information from the Johnson Line. 

Mr. Warren. Thank you. 

(See appendix printed as supplement to the hearing.) 

Mr. Davipson. Thank you, Mr. Brenner. 

Have you anything further, Mr. Chase? 

Mr. Cuase. No. 

Mr. WarrREN. Thank you, Mr. Kavanagh. 

Mr. Davipson. Your next witness, Mr. Warren, is Mr. Veltman, 
representing Libby, McNeill & Libby. 

Would you be good enough to identify yourself for the record? 
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STATEMENT OF J. T. VELTMAN, EXPORT SALES MANAGER, CALI- 
FORNIA FOOD DIVISION, LIBBY, McNEILL & LIBBY, SAN FRAN- 
CISCO, CALIF. 


Mr. Vetrman. My name is John T. Veltman, export sales manager 
of the California Food Division of Libby, McNeill & Libby, having 
handled export matters for this company for most of the 29 years that 
I have been associated with Libby, McNeill & Libby. 

Freight forwarders’ facilities have been used by us only when ship- 
ping from those ports where we have no office of our own to do the 
necessary documentary work in connection with the shipment. 

We have not employed freight forwarders on the west coast because 
our exportations are in sufficient volume to enable us to employ a 
staff for documentary work on a full-time basis. 

We have contemplated and would use freight forwarders for this 
work if by virtue of brokerage paid to freight forwarders by steamship 
companies, freight forwarders could show us a saving in cost. We 
are not doing so now principally because we are not sure that this may 
be interpreted as rebating under section 16 of the Maritime Act. 

It is to be noted, however, that if our offices were located away 
from San Francisco which would make it almost a necessity that 
the documentary work be done by a freight forwarder, we could then 
be saving considerable expense and that we are to that extent at a 
disadvantage with competitors who are using freight forwarders for 
that reason or any other reason. 

Mr. Davipson. Mr. Warren. 

Mr. Warren. Mr. Veltman, do you believe that brokerage is 
reflected in the tariff rates which you pay? 

Mr. Veirman. I am sure that it could not help but be reflected in 
that. 

Mr. Warren. Then do you believe that a company that has just 
preceded you, like Rosenberg, who is receiving certain forwarding 
functions free of charge, is in essence discriminating against your 
company? 

Mr. Vetrman. Correct. 

Mr. Warren. You believe that? 

Mr. VELTMAN. Yes. 

Mr. Warren. You have indicated that your company has con- 
sidered the possibility of eliminating a part of its export department 
with the view of allowing a freight-forwarding firm to perform such 
functions. 

Mr. VELTMAN. Yes. 

Mr. Warren. Now, if this were done, would you have to take brok- 
erage into consideration in compensating such forwarding concern? 

Mr. Vevtrman. I can advance no reason why a freight forwarder 
could handle our work any cheaper than we could ourselves, so, there- 
fore, if they would offer to do so for less, it would have to be because 
they would be partially compensated by brokerage. 

Mr. Warren. Thus, you are indicating to this subcommittee that 
it would create an additional expense to your firm if forwarders did 
not receive brokerage and it had to pay them according to an increased 
charge? 
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Mr. Vetrman. I would not definitely say that it would be an in- 
creased expense. It may be the same or it may be an increased ex- 
pense. That, I could not answer. 

Mr. WarREN. Why, Mr. Veltman, has your firm considered that it 
possibly could not use a forwarder or should not use a forwarder as of 
this time? 

Mr. VetTMAN. Because of the legal question as to whether it would 
or would not be contrary to laws as laid down in section 16 of the 
Maritime Act. 

Mr. WarREN. What, sir, would forwarders do for you if you were 
able to allow them to work for you? 

Mr. VettMan. Principally, documentary work, such as making of 
bills of lading, export declarations, possibly consular invoices. 

Mr. Warren. Would they do any of the booking of the cargo for 
you? 

Mr. VeuttMan. That was not contemplated. 

Mr. WarREN. Why not? 

Mr. Vettman. That, of course, is really an interoffice deal. I would 
say that our transportation department has found itself adequate to 
take care of bookings and would not be particularly happy if we took 
that prerogative away from them. 

Mr. WarREN. I notice, sir, that in other ports wherein you do not 
have representation, that you designate forwarders; is that correct? 

Mr. Vettman. That is right. 

Mr. WarrEN. Thus, you recognize, I take it, that there is a need for 
forwarding services? 

Mr. Vetrman. There is no question about it. 

Mr. Warren. Where there is no representation? 

Mr. VeLTMAN. Yes; or where a small company is not adequately 
staffed to take care of these things, I think that freight forwarders are 
definitely necessary and also for any out of town concerns who have 
no other way of handling these things through the ports through which 
they ship. 

Mr. Warren. Is the fact of the apparent large volume of exports 
emanating from this area the reason that you are able to maintain an 
export department here? 

Mr. VetTMan. That is correct. 

Mr. Davipson. Do you have questions, Judge Chase? 

Mr. Coase. No; I have not. 

Mr. Davinson. Thank you very much, Mr. Veltman. I believe 
vou have another witness, Mr. T. R. Stetson, the export manager of 
Pacific Coast Borax Co., a division of Borax Consolidated, Ltd. 

Mr. Stetson, I see that you have a prepared statement. 

Will you be good enough to introduce yourself so that the record 
contains some identification. Then, if you care to read your state- 
ment, we will be glad to listen to it. 


STATEMENT OF T. R. STETSON, EXPORT MANAGER, PACIFIC 


COAST BORAX CO., DIVISION OF BORAX CONSOLIDATED, 
LTD. 


Mr. Stetson. By way of introduction, I am Mr. T. R. Stetson, 
export manager of Pacific Coast Borax Co., division of Borax Con- 
solidated, Ltd., and have been associated with such company since 
1941; actually, I have been engaged in the steamship business in 
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various capacities since 192 In the interests of orderly presenta- 
tion, we will segregate our statement according to subject matter, 
and copies have, of course, been filed with this subcommittee. 








I. INTEREST OF PACIFIC COAST BORAX CO., DIVISION OF BORAX CON- 
SOLIDATED, LTD. 


Pacific Coast Borax Co., division of Borax Consolidated, Ltd., has 
been ee for over 50 years in the mining, refining, and marke ‘ting 
of borax and borate products. Such corporation exports several 
thousand tons of crude borate and refined borax boric acid monthly 
to worldwide destinations for refineries and consumers, thus utilizing 
approximately sixty vessels per month. 

The importance of borate exports is perhaps not fully appreciated, 
but the actual statistics are very impressive. According to official 
compilations issued by the United States Department of ‘Commerce, 
based upon valuation alone, borate exports were ranked seventh in 
value among all products shipped through the Los Angeles customs 
district in 1952; in 1951, such shipments were fifth in line. No 
similar computations have been published by such office since 1952, 
but we are informed by a representative of the Department that 
borates ranked third in 1954, being behind cotton and petroleum, but 
ahead of citrus exports. The Los Angeles Board of Harbor Com- 
missioners has issued reports indicating that borates exported through 
Los Angeles Harbor (exclusive of Long Beach), upon the basis of 
tonnage alone, were first in 1952 and second in each of the following 
vears. We may conservatively state that our corporation is the 
principal shipper of such borate products and, accordingly, is sub- 
enteny interested in freight rates, charges, port practices, and 

facilities which in any way affect the transportation or exportation of 
American products. 


II. SCOPE OF STATEMENT 


While we are obviously interested in all phases of investigation 
pursued by this committee, our statement will primarily be directed 
against the rather prevalent practice of carriers in paying brokerage 
to brokers or freight forwarders for so-called brokerage services per- 
formed by such firms over and above and in addition to the payment 
of compensation by shippers to such forwarders or brokers. We wish 
it clearly understood that we do not oppose the participation of 
freight forwarders as such, nor do we minimize the role such firms 
play in expediting and accomplishing exportation of products. When 
properly employed, they perform a service for shippers who have 
engaged them and are entitled to proper compensation for such 
services. This company has frequently engaged forwarders at gulf 
or Atlantic ports and has paid for such services and will continue to 
do so in the future. But, our protest here is against the practice of 
payments by carriers of brokerage to forwarders as added considera- 
tion for services rendered to shippers who have employed such for- 
warders. 

III. BROKERAGE PRACTICES 


Briefly stated, it is my understanding that brokerage paid at the 
Pacific coast ports is limited by most conference tariffs to 1% percent, 
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although rumors indicate some nonconference lines pay as much as 
2% percent brokerage fee. According to the Shipping Digest of May 
31. 1955, the North Atlantic Continental Conference recently intro- 
duced a sliding scale of brokerage rates based on freight rates as 
follows: 


Brokerage 
Rate: percent 
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We are informed that some nonconference lines in the east pay 7% 
percent and, sometimes, even 10 percent; in any event, an upward 
spiral in rates is clearly shown and may well gather inflationary mo- 
mentum with the increased competition between the lines for business. 
The effect of such brokerage fees upon commerce will be shown later 
herein. Please bear in mind that such broker: age fees are in addition 
to compensation received by such forwarding firms directly from the 
shipper. 

IV. HISTORICAL BACKGROUND 


[t seems appropriate to insert a brief reference to certain legal 
proceedings and other developments within the past few years insofar 
as they definitely pertain to this investigation. If we repeat matters 
already within the knowledge of members of this committee, we ask 
your indulgence as we are merely trying to present the full picture for 
your consideration. 

For many years, in fact going back even as far almost as the original 

enactment of the Shipping Act itself, paymerit of brokerage at the 
Pacific coast harbors was generally prohibited, and the majority of 
conferences have issued rules forbidding or limiting the payment of 
freight brokerage. However, in 1947, the United States Maritime 
Commission, on its own motion, instituted proceedings to determine 
the propriety of such conference rulings (In the Matter of Agree- 
ments and Practices Pertaining to Brokerage and Related Matters, 
Docket No. 657). The decision issued by the Commission found 
that any prohibition by conferences against payment of brokerage of 
less than 1% percent is detrimental to the commerce of the United 
States; such ruling was based in part upon a similar earlier decision 
contained in Agreement No. 7790 (2 U.S. M. C. 775), although the 
basis of the prior precedent was disapproved in docket No. 657. 
Thereupon, the Pacific Straits Conference and others canceled the 
long-standing prohibition against payment of brokerage fees to for- 
warding agents but, to be fair, attempted to avoid passing the in- 
creased costs on to shippers who did not employ the forwarders; 
henee, such conferences determined that brokerage fees would be 
added to the freight costs only with respect to shipments where for- 
warders are employed and brokerage compensation is paid by the 
carriers at the request of the shippers whom they represent—thus 
leaving tariff rates unchanged for other shippers who do not employ 
forwarders. This practice, while seemingly just to our viewpoint, 
was considered objectionable by the Commission in view of its deci- 
sion in this docket and the conferences therefore withdrew these 
particular rules. 

Last year a rule was adopted by the Pacific Coast European Con- 
ference to prohibit carriers from paying brokerage to forwarders who 
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solicited freight for, or received brokerage from, nonconference com- 
petitors. This rule, while still in effect, is under attack and litigation 
before the Federal Maritime Board. 

Our company intervened in Docket 657 and has watched with in- 
terest all these developments; we are indeed grateful for the oppor- 
tunity to again state our position, which we believe is shared by many 
shippers on the west coast, in opposition to the practice of carriers 
paying brokerage in addition to compensation received by the for- 
warding agents from the shippers. 


V. OUR OWN PRACTICE 


This company probably meets some 200 individual export orders per 
month using approximately 60 vessels. I can hardly describe the 
degree of care and zeal required to plan and complete such commit- 
ments. Due to the very nature of the business, our shipping program 
must be flexible so as to be revised from day to day, or from hour to 
hour to meet urgent orders, ete. The handling of import licenses, 
foreign exchange, letters of credit, export licenses, and so forth, all 
have a very important effect on the scheduling of shipments. Quite 
often, some of these permits are delayed or other unforeseen contin- 
gencies arise which require us to make drastic and prompt changes in 
our schedules. However, we deal directly with the carriers themselves 
so our company can handle such emergency matters. If we worked 
through a forwarder and had to wait for such firm to handle the matter 
with the carrier and then report back to us, we would be faced with 
confusion, delays, and frequently to the damage to the company’s 
business, by upsetting production schedules. That is w hy we main- 
tain our own export department and handle the entire processing and 
exportation of such shipments within our own company. 

Recently, some buyers have nominated their own forwarding agents, 
but our experience with this arrangement has been unsatisfactory. 
This is not a reflection on the forwarders involved whom we consider 
competent and capable; frankly, it is only the injection of these third 
parties into our operations that causes the delay and confusion. We 
simply feel better equipped, by virtue of our long experience in the 
borax business, to control our shipping matters rather than to entrust 
the complicated details into the hands of third parties. Exportation, 
as I am sure this committee is aware, is a complicated and stringently 
regulated field. Shippers operate under very strict statutory controls, 
and the documentation required to meet all regulatory requirements 
must be cautiously and carefully prepared. My point here is that, 
in view of such meticulous requirements, it is difficult to ascertain 
how we could delegate the duty to a third party. All in all, we know 
that our volume and the problems peculiar to our business justify the 
conclusion that the company can perform the task more economically 
and efficiently than any foreign freight forwarder firm. 

We feel certain there are other shippers in the same position, and 
that they, no doubt, share the very same views as I do upon the 
matters here discussed. In brief, then, we sine erely believe we are 
not presenting a selfish viewpoint nor, in our opinion, are the factors 
and reasons prompting our position entirely isolated to our own 
peculiar situation. 
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VI. GROUNDS FOR POSITION 


Several reasons prompt our position. Firstly, we are confident that 
the payment of brokerage sums by the carrier to the forwarder must 
ultimately be recouped by the carrier in higher freight rates paid by 
all shippers. The increasing brokerage rates cited by us above obvi- 
ously show that the steamship operators cannot afford such payments 
without, of necessity, having to look elsewhere for reimbursement. 
Where else can they look except to increase the rates to all shippers? 
if all shippers used forwarders then, perhaps, the result would not be 
unfair; but what about shippers, such as we, and others who do not 
utilize forwarders and therefore played no part in increasing such 
brokerage expenses. Higher freight rates must necessarily result. if 
the carriers are to pay substantial fees to brokers, and the burden of 
such increased rates fall upon all shippers—not merely those who 
caused or created the brokerage payments. There have been general 
rate increases, attributed by carriers to increasing costs, which costs it 
is logical to assume, include increased brokerage disbursements. 

Secondly, such increase in freight rates must ultimately redound to 
the general disadvantage of all the shippers as a group through loss of 
business to forei ign competition. Borates are highly competitive both 
as between producers and as between sources of supply. The best and 
most. economical source of borates is in California, but there are crude 
deposits in Latin America and the Middle East which are being ex- 
tensively developed. Moreover, European refiners are using local 
resources or American crude ore, as well as ore from other sources, to 
compete for refined borax sales in the export markets. Such foreign 
competitors have the distinct advantage of being able to sell in soft 
currencies. Nevertheless, American materials are usually preferred 
by buyers and will have a constant and profitable market unless ham- 
strung by higher freight rates. Increasing rates will result in direct 
loss of business to overseas competitors, as well as through the en- 
couragement of use of substitute materials. 

Thirdly, this will mean a reduction in volume of shipments through 
local harbors which, from a viewpoint of community alone, is quite 
serious. While we will bear the initial brunt of loss of business due to 
any unwarranted increases in freight rates, ultimately all persons who 
depend upon the shipments of such shippers for their livelihood or 
source of revenue will likewise be hurt. Reduction of volume of ex- 
ports through local harbors is a very real, a very likely,.and a very 
serious result of such practice. 

Fourthly, in docket 657 and on other occasions those seeking to 
uphold the right to payment from the carriers, in addition to the 
right of compensation the shippers, have alleged at great length 
the myriad functions or services performed by the forwarders for the 
carriers—but we note that such functions are nothing more than 
the same services for which the shipper directly reimburses or pays the 
forwarder as part of the work performed under its employment with 
the shipper; or which shippers such as ourselves perform with our 
own staffs. 

Fifthly, it is obviously unjust that shippers, such as we, performing 
vork and incurring the expenses in connection with the process of 
lorwarding and exportation, should be charged a pro rata share of the 
brokerage paid by carriers to brokers for work actually performed 
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for shippers who do not assume such work and expense themselves. 
This creates a disparity or inequality between shippers 

Sixthly, brokerage really has no true resemblance to compensation 
for services per formed; if it is compensation for anything, it would 
appear to be paid for the mere privilege of booking cargo and, as such, 
is no more than a flat commission paid out of the carriers’ revenue, 
to a forwarder to induce him to ship cargo which he controls on the 
vessel of the line paying the brokerage. Now if one line pays and 
another does not, there is an inducement in favor of the former. 
But it is obvious that in a trade where brokerage is paid, all lines must 
pay to be competitive. Thus the inducement disappears, as the 
forwarder can get his fee from any line, and will undoubtedly use 
the one with the ship in the best position, or which gives him the 
best service. Therefore, the position is the same as if none paid 
brokerage. As such, it should be condemned along with other types 
of concessions which have been uniformly disapproved by adminis- 
trative agencies and courts throughout the historical development of 
transportation law in the United States. We hesitate to labor upon 
the mere legal aspects, as this is not the time for legal briefs upon the 
lawfulness of brokerage, but we do venture the opinion that the 
practice is probably more than suspect under the Shipping Act. 

Seventhly, the practice of prohibiting brokerage has been generally 
accepted along the Pacific coast for many, many years, and we fail to 
see how, at any time during the legal proce edings described above or 
otherwise, anyone has proved that such prohibition is truthfully and 
actually “detrimental to the commerce of the United States.” We 
believe the opposite is true, namely, that the growth and prosperity 
during the period when such prohibition was in effect readily attests 
that the practice was to the benefit and better interests of such 
commerce. 

EKighthly, the functions and services performed by the so-called 
brokers and freight forwarders are for the direct benefit of the shippers 
exclusively and should be compensated for by such shippers only. 
Payment of brokerage by carriers is simply unnecessary. 

Ninthly, it is Maeaidaned improper under general principles of law 
or loyalty for one firm under common management to act as agent for 
the carrier, on the one hand, and agent for the shipper, on the other 
hand, and thus in both capacities to receive compensation from each. 


VII. CONCLUSION 


Qur purpose here is to invite the attention of this honorable sub- 
committee to the objectionable brokerage practice herein above out- 
lined, and it is hoped, by shippers in our position, that the matter will 
be given your earnest consideration; we wish to thank the members 
of the subcommittee for the opportunity to present our statement 
to you. 

Mr. Davipson. Thank you, Mr. Stetson. 

Judge Chase, have you any questions which you would like to ask 
Mr. Stetson? 

Mr. Cuase. I have one question. 

I notice you say that payment of brokerage by carriers is simply 
unnecessary. Do you recognize that there are any exceptions to that 
statement? 
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Mr. Srerson. Well, in the tramp service, possibly, if a carrier was 
employing a broker to go out and solicit a full cargo of grain or coal 
or something like that. I am directing my remarks to the liner service 
which we use. 

Mr. Cuase. You do not recognize any exception as far as the liner 
carriers are concerned? 

Mr. Stetson. [ see no reason for any exception as far as the liner 
service is concerned. 

Mr. Davipson. I have no questions. 

Mr. Warren? 

Mr. WarreEN. Mr. Stetson, did a forwarding concern interest you 
in the idea of exporting or did the Pacific Coast Borax Co. dec ide to 
go into the exporting business? 

Mr. Stetson. The company went into that. 

Mr. WarREN. You have indicated in your statement that there are 
instances wherein you used forwarders? 

Mr. Stetson. Where we ship out of the gulf or Atlantic where we 
have no office of our own to clear the papers. 

Mr. Warren. In those instances, what services does a forwarder 
perform for you? 

Mr. Stetson. Always being under our instructions, he books the 
cargo for us. 

Mr. Warren. You allow him to book the cargo directly to the 
carriers? 

Mr. Srerson. We have done that in the Gulf or Atlantic. In 
some cases we have indicated preference, or in one case | believe we 
told him not to use a certain line. 

Mr. Warren. What other services? 

Mr. Stetson. We prepare the export declarations and they clear 
the papers and generally pay the freight and bill us for it. 

Mr. Warren. Do you consider these services brokerage or for- 
warding functions? 

Mr. Sterson. Forwarding functions. 

Mr. Warren. Do you compensate these forwarding firms? 

Mr. Sterson. We do; yes. 

Mr. Warren. Do you compensate them according to reasonable 
value or do you compensate them by taking the fact of brokerage into 
consideration? 

Mr. Srerson. They have quoted us their fees of whatever they 
wanted for doing the job and we have paid it. There has been nothing 
said about brokerage. Whether they are basing their fees on the fact 
that we were or were not getting brokerage, 1 do not know. I rather 
assume they were. 

Mr. WarreN. Your firm was taking brokerage into consideration? 

Mr. Stetson. Brokerage has been pretty prevalent on the gulf 
and Atlantic, far more than here. 

Mr. Warren. Are you stating that your firm is not reasonably 
compensating the forwarders in cases where you use them? Are you 
saying that? 

Mr. Srerson. I think the fees we have paid have been a fair value 
for the services rendered to us. 

Mr. Warren. How do these fees run? 

Mr. Sretson. You mean what we paid down there? 

Mr. Warren. Yes, sir. 
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Mr. Stetson. Three dollars to $5 a car when there were several 
cars in a shipment. Five dollars a bill of lading on small shipments, 
sometimes $7.50 and $10. 

Mr. Warren. What did you pay for booking? 

Mr. Sretson. That was the fee that they would charge us for 
making the booking and clearing the papers which we furnished to 
them, and so forth. 

If they had to make consular papers as to Latin America, there 
would be an additional charge of $3 or $4 or $5. Also there were 
incidental fees of $1.50 for messenger service and things like that at 
various times. 

Mr. WarrEN. Mr. Stetson, you have indicated that you believe 
brokerage is reflected in the tariff rate. Do you know of any carriers 
or conferences who have actually considered in any case the element 
of brokerage in fixing their tariff rate? 

Mr. Srerson. I cannot say of my own knowledge that I know 
exactly how they have constructed rates. I am speaking from a 
principle of economics that I do not see how, if they have to pay out 
money, they did pay it out without getting it back some places. 
They have to buy fuel oi] and have other expenses. All of those have 
to be taken into account. 

Mr. WarreEN. You recognize that brokerage is a part of the 
transportation expense of a carrier? 

Mr. Stetson. It is an expense to the carrier. 

Mr. WarREN. As a matter of economics, do you believe it necessarily 
must be reflected in the freight rate? 

Mr. Srerson. That is correct. 

Mr. Warren. Is brokerage high on borax products? 

Mr. Stetson. I do not know what is paid. The limit generally 
here, I understand as a result of docket 657, is 1% percent. I think 
to Europe it is not paid at all. To South America and the other 
destinations where a forwarder is used, it would be 1\% percent. 

Mr. WarrEN. Where shippers are getting free services, as in the 
Rosenberg case, and possibly others, if there are others, do you believe 
that this constitutes discrimination against your firm who is paying 
the bill? 

Mr. Strerson. If they are getting proper and adequate service and 
doing the job as efficiently as they can do it themselves, yes, it seems 
that they are getting something that we are not. 

Mr. WarreEN. Have you ever considered that forwarders might 
handle some of your export department functions? 

Mr. Stetson. Yes, we have given some thought to it and, as I said 
in my statement, we are convinced that it is too complicated, that we 
know how to run the business. The main thing we are interested in is 
getting it done efficiently and it would be just as much work to giv: 
all the instructions to a forwarder and handle all those bookings and all 
the documents as it would to do it ourselves. 

Mr. Warren. Aside from efficiency, do you believe by allowing the 
forwarder to do this work that any economic benefit would accrue to 
your company? 

Mr. Stetson. I do not think it would. 

Mr. Warren. Have you made any analysis of such? 

Mr. Stetson. Yes; I did some years back. I have not done it 
recently. Some years back we found definitely that it would not 
result in any saving. 
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Mr. Davipson. Do you have further questions, Judge Chase? 
Mr. Cuase. I have no questions. 
Mr. Warren. I notice in your statement that— 


brokerage really has no true resemblance to compensation for services performed; 
if it is compensation for anything, it would appear to be paid for the mere privilege 


of booking cargo. * * * 
When you say “‘booking cargo,” are you referring to securing cargoes? 

Mr. Stetson. It appears to be a commission paid by the carrier 
to a forwarder for giving him cargo which he controls. 

Mr. Warren. Controls by virtue of what? 

Mr. Sretson. By virtue of having the booking authority delegated 
to him by the shipper. In other words, he might control on some- 
body else’s cargo the same way I control the cargo that we book. 

Mr. WarreN. Do you make a distinction between the words 
“securing” and “booking’’? 

Mr. Sretson. I think it would be pretty much the same in this 
particular sense. 

Mr. WarreEN. Mr. Chairman, I have no further questions. 

Mr. Davipson. Have you, Judge Chase? 

Mr. Cuase. No; I have no questions. 

Mr. Davipson. All right. 

Thank you, Mr. Stetson. 

Mr. Sretrson. Thank you. 

Mr. Warren. Mr. Chairman, I had one more witness. However, 
since the export manager is not in the country, they, the Pabco firm, 
requested that they not be called. 

I request that I be permitted to correspond with this company and 
obtain certain information in regard to the fees that they are paying 
for forwarding services. 

Mr. Davipson. You may take whatever steps you deem proper and 
necessary to get the information from that company. 

Have you any other witnesses for this morning’s session? 

(See appendix printed as supplement to the hearings.) 

Mr. WarreEN. I have scheduled no other witnesses, Mr. Chairman. 

Mr. Davinson. If that is the situation, we will close the hearings 
in San Francisco at this point. 

Thank you very much for coming, gentlemen. 

(Whereupon, at 10:55 a. m., the hearing was adjourned.) 









INVESTIGATION INTO THE ACTIVITIES OF FOREIGN 
FREIGHT FORWARDERS AND BROKERS 


THURSDAY, DECEMBER 8, 1955 


Houst or REPRESENTATIVES, 
SPECIAL SUBCOMMITTEE ON 
Foreign Freicgur Forwarpers AND BROKERS OF THE 
CoMMITTEE ON MERCHANT MARINE AND FISHERIES, 
New Orleans, La. 

The subcommittee met at 10 a; m., pursuant to recess, in the Federal 
courtroom, United States Post Office and Courthouse, Hon. T. A. 
Thompson (chairman of the subcommittee) presiding. 

Present: Representatives Thompson, Davidson, and Chase. 

Present also: Representatives Hébert and Boggs. 

Present also: Charles F. Warren, chief counsel to the subcommittee. 

Mr. Tuompson. The subcommittee will come to order. 

This is the third of a series of hearings being held by this special 
subcommittee which was created to study the problems involved in 
freight forwarding and the problems involving our merchant marine 
and allied industries. 

We are happy to be in New Orleans for many reasons. First, I am 
home. Second, New Orleans is the second greatest port in the 
United States. Of course we in Lake Charles know that Lake 
Charles is second only to New Orleans in Louisiana, and we have a 
vital interest in anything that affects the economy and the commerce 
over our waters. 

We have with us Congressman Davidson on my right, of New York; 
and Congressman Chase on my left, of Nebraska. Both were eminent 
judges prior to their tenure in Washington, and we feel that this sub- 
committee is qualified to report to the Congress our findings. 

We have with us our counsel, Mr. Charles Warren, who will partici- 
pate actively in these hearings. 

We also have as guesis from New Orleans, Congressman Boggs of 
the Second District, and Congressman Hébert, of the First District, 
both of whom have worked closely with our Committee on Merchant 
Marine and Fisheries because of their interest in this vital port, the 
city of New Orleans. 

[ want to make it clearly understood that this subcommittee is not 
an investigating committee going out on a predetermined course. We 
are studying the various problems that affect our merchant marine 
and affect the spending of taxpayers’ money. 

The particular problem with which we are faced at this time is the 
problem of freight forwarding as it bears upon the maritime industry. 

The hearings scheduled here will last for 2 days. We hope that that 
will give ample time for all interested persons to fully testify as to any 
information they have which may be helpful. Those witnesses who 
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have prepared statements may summarize those statements and file 
the prepared statement, or they may give it in full if they so choose. 
The subcommittee would be happy to hear any other witnesses who 
would like to testify if time permits. Anyone may give information 
to the subcommittee and is privileged to file such statements as 
desired, 

Our first witness is Mr. Cyrus C. Guidry, counsel for the board of 
commissioners of the port of New Orleans. 


Mr. Guidry, will you come forward and identify yourself for the 
reporter? 


STATEMENT OF CYRUS C. GUIDRY, COUNSEL FOR THE BOARD OF 
COMMISSIONERS OF THE PORT OF NEW ORLEANS 


Mr. THompson. Do you have a prepared statement, sir? 

Mr. Guipry. Yes; I have. 

Mr. THompson. You may proceed. 

Mr. Guripry. My name is Cyrus C. Guidry, attorney for the 
board of commissioners of the port of New Orleans. 

The board of commissioners of the port of New Orleans, as you 
gentlemen know, is an agency of the State of Louisiana created 
pursuant to the constitutional and statutory laws of the State; it is 
empowered and it is its duty to regulate the commerce and traffic 
of the port and harbor of New Orleans in such manner as may be, in 
its judgment, the best for the maintenance and development thereof. 

Accordingly, the said board is greatly concerned over complaints 
made to it by the steamship carriers and the foreign freight forwarders 
at this port, to the effect that during recent years a great proportion 
of the cargo, formerly exported through this port, has been diverted 
through certain South Atlantic ports particularly, the ports of Savan- 
nah and Charleston, as the direct result of certain alleged unfair and 
discriminatory practices on the part of steamship carriers and agents. 

According to these complaints, the diversion of traffic from this 
port has been increasing gradually as the result of the steamship 
carriers and agents performing free forwarding services at the said 
South Atlantic ports, all in violation, we believe, of the steamship 
coaferences agreements and the published tariffs of the ocean carriers. 

Pursuant to such complaints, this board requested the Federal 
Maritime Board to investigate these alleged unfair and discriminatory 
practices, and the Federal Maritime Board did on the 6th of October 
1954, under its docket No. 765, start an investigation into the freight 
forwarding practices and related matters. 

It is our understanding that such investigation is still pending and 
still under the consideration of the Federal Maritime Board. 

This State agency is vitally interested in the subject matter pres- 
ently under investigation by this subcommittee. It believes that the 
present legislation may be inadequate in setting forth clear standards 
to be observed by freight forwarders, carriers and exporters in foreign 
commerce. Many of the practices and customs have been in existence 
for many, many years and we believe that the reasons and purposes 
for their inauguration may no longer exist. It is felt that the subject 
is most comprehensive and complex and requires the direct attention 
of the United States Congress. 
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Your counsel, Mr. Charles Warren, has been furnished with a copy 
of our letter of November 19, 1954, addressed to Mr. Lloyd Tibbott, 
Chief, Regulation Office, Federal Maritime Board, Washington, D. C., 
in which letter is related the basis of the complaints registered with 
this Board by the steamship carriers and freight forwarders at the 
port of New Orleans. We think that the information given therein 
will be of sufficient value and assistance to this committee and its 
said counsel in making the proper inquiries into the matter presently 
under investigation. 

Mr. Toompson. Thank you, Mr. Guidry. 

Mr. Guidry, you are an attorney and you no doubt have interpreted 
existing statutes such as the Shippmg Act of 1916, the Bland so-called 
Freight Forwarding Act. Do you think that that gives the Maritime 
Board sufficient authority to regulate matters such as these dis- 
criminatory practices that you mentioned in your statement? 

Mr. Gutpry. I believe that the Federal Maritime Board has 
authority over the freight forwarders to such an extent that it may 
regulate their practices to the same extent that it has authority to 
regulate the practices of the other persons as defined in the Shipping 
\et of 1916. 

Mr. THomeson. Do you feel that the Maritime Board has exercised 
und responded to this authority and responsibility given to them? 

Mr. Guipry. | do not feel that I could be qualified to answer that. 
| think that the Federal Maritime Board has displayed an interest in 
the complaint made by the port of New Orleans to it with respect to 
this particular matter of free freight-forwarding services. They have 
ce taken every possible step that they could to develop all of 
he facts that we were not able to give them in detail. They sent 
investigators throughout the country to the main ports and made their 
own investigations. I think that they have found that the question 
is of great complexity and it is possible that they do not know what 
emedies may he applied because they may feel that the law is not 
clear and adequate. 

| believe that it is something far bevond the province of the Federal 
agency, as it exists today, to be able to make a determination which 
night wholly correct the legal practices. 

Mr. THompson. Was there an investigator’ sent to New Orleans 
ifter your official complaint of November 1954? 

Mir. Guipry. Yes, sir; there was. 

Mr. Tuompson. When was he sent to New Orleans? 

Mr. Gurpry. When, did you say? 

Mr. THompson. Yes; do vou remember when he arrived? 

Mr. Guinry. I cannot remember, but it has been several months 
how, 

Mr. THompson. It was several months after vou filed your com- 
plaint? 

Mr. Guipry. Oh, yes. 

Mr. Warren. When did vou file your complaint? 

Mr. Guipry. We filed our complaint, I believe, originally, around 
March of 1954. 

Mr. Warren. When did the investigator appear in New Orleans? 

Mr. Guipry. There was a period there between March 1954 and 
« few months thereafter when we were requested by the Federal 
Maritime Board to endeavor to supply them with certain facts that 
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would enable them to start an investigation. It took us some time 
to develop certain conditions and to furnish them with that informa- 
tion. 

Mr. Warren. Has the Board responded by a ruling on this matter? 

Mr. Guipry. The Board has not yet responded with the final 
decision. 

Mr. Tuompson. It is my considered opinion that the Federal Mari- 
time Board has been very lax over the years in responding to these 
responsibilities that they have had over the years. The members of 
this subcommittee have traveled on their own time great distances, 
and it has come to our attention in almost every instance that had the 
Board responded to their responsibilities, as set out in the statutes, 
there would have been no need for this special subcommittee. 

We have case after case where such things have occurred. While 
an investigation might have been made, nothing was ever done. 
It is certainly our hope that they will, after this series of hearings, be 
more cooperative with the Congress in reporting these things, and 
more active in enforeing the obligations they have under the mel 
In my opinion, it is a deplorable thing that our maritime industry i 
groing under, and the Fede4al Maritime Board has absolutely over- 
looked many of their responsibilities. 

Congressman Davidson, have you any questions? 

Mr. Davinson. No. 

Mr. THompson. Congressman Chase? 

Mr. Cuasp. No. 

Mr. THompson. Congressman Boggs? 

Mr. Boaas. No. 

Mr. THompson. Congressman Hébert? 

Mr. H&éserr. No. 

Mr. THompson. Proceed, counsei. 

Mr. Warren. I take it, Mr. Guidry, that the board of commis- 
sioners has not independently made an investigation of this matter? 

Mr. Gurpry. That is correct. The Board of Commissioners of 
the Port of New Orleans felt immediately that the practices were 
not occurring only locally, that they were of a national scope, that 
they did not have jurisdiction to correct any of the problems, that it 
necessarily required the Federal agency to look into the matter 
because only a Federal agency of the United States Government would 
have jurisdiction and province over the situation. 

Mr. Warren. Based upon the complaints received by the board, 
what categories of traffic are allegedly involved in the diversions of 
which you speak? 

Mr. Guipry. I assume you mean what traffic is being diverted to 
the South Atlantic ports because of the illegal practices that we feel 
there are. Well, the traffic that is being diverted is that traffic where 
the inland rates to the ports are the same to Savannah, Charleston, 
and other South Atlantic ports as they are to New Orleans. The 
rates being equal, other considerations then come into play. The 
information given to us is that the traffic thereby moves through the 
Atlantic ports because of the free forwarding services rendered by the 
steamship agents there. 

Mr. Warren. How about where the inland freight rate is lower 
to New Orleans? 

Mr. Guipry. There is reported to me a substantial tonnage of such 
cargo where the rates to New Orleans are even lower than they are 
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to the South Atlantic ports. A great proportion of that tonnage has 
moved through the South Atlantic ports for the same reason. 

Mr. Warren. Do I infer from your statement that New Orleans 
forwarders are charging correspondent forwarders in other areas for 
handling traffic through this area? 

Mr. Guipry. That would be correct. In other words, the steam- 
ship lines operating out of the port of New Orleans will not perform 
any free forwarding services whatsoever. It is only on rare occasions, 
exceptional occasions, that a steamship line will render any minor 
forwarding services. 

Mr. WarrEN. Do the complaints that you have received reveal 
that New Orleans forwarders are charging fees in connection with 
their activities with correspondent forwarders? 

Mr. Guipry. Yes; since the steamship lines at the port of New 
Orleans will not perform any free forwarding services, it means that 
a New Orleans forwarder must be engaged, in order to handle the 
filing of documents and sometimes minor forwarding services. 

Mr. Warren. What is the fee arrangement in this case? Do you 
happen to know? 

Mr. Guripry. As far as I can understand, they either require a 
forwarding fee or a proportion of the forwarding fee that is paid to 
the originating forwarder who may be located in New York. 

Mr. Tuompson. Would that be a proportion of the forwarding fee 
as such, or the brokerage fee? 

Mr. Guipry. The forwarding fee as such. I understand, also, 
however, that the New Orleans forwarder requires a proportion, 
customarily, of the brokerage fee paid to the originating forwarder. 

Mr. Tuompson. In addition to the portion of the fee? 

Mr. Guipry. In addition to proportion of the forwarding fee. 

Mr. Warren. Then it is because of this arrangement that there is 
caused an abnormal diversion from this port to South Atlantic ports? 

Mr. Guipry. That is very correct. 

Mr. THompson. Would you consider, Mr. Guidry, that similar 
effect has been evidenced in smaller ports, such as Lake Charles, in 
diversion of cargoes to the South Atlantic? 

Mr. Gurpry. I am not familiar with the Lake Charles situation, 
Congressman, but it is only reasonable to assume that the situation 
may exist there as well as at New Orleans. 

Mr. Warren. Mr. Guidry, might there be other reasons that these 
diversions are taking place? 

Mr. Guipry. Yes, I am thinking of the question of free storage, 
excessive free time allowed by the South Atlantic ports for the pur- 
pose of accumulating on the docks cargo for export which is an 
influencing factor to some extent with the free forwarding services 
granted at the South Atlantic ports in causing the diversion of cargo 
from this port to those ports. 

Mr. Warren. Has the board of commissioners ever complained to 
the Federal Maritime Board in regard to excessive free storage time 
in South Atlantic ports? 

Mr. Guipry. The board has never made an official complaint to 
the Federal Maritime Board. 

Mr. Warren. Under the present law, in determining whether or 
not there is unfair competition between the two port areas, would 
that not be your remedy? 
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Mr. Gurpry. It would be our remedy. We would have to complain 
to the Federal Maritime Board to look into the question of excessive 
long-term storage at ridiculously low and unremunerative costs and 
ask them to consider the matter as an unfair competitive practice. 
That practice, in my opinion, is directly violative of the Shipping 
Act of 1916 because it does create a competitive condition, or a 
discrimination against localities. Sometimes the freight storage is 
granted by the steamship agent at the South Atlantic port. Some- 
times it is granted by the operator of the port terminal. In many 
cases, the port terminals are owned by private concerns, such as 
privately owned railroad wharves. They publish no wharf tariffs 
and may publish no record of their wharves. 

Mr. WarreEN. What degree of importance do you place upon the 
practice of excessive free storage versus the practice of steamship 
carriers or their agents performing free forwarding services? 

Mr. Guipry. I place a great deal of importance upon that factor 
as influencing the diversion of cargo, but the importance is secondary 


to the granting of free forwarding services by the South Atlantic 
ocean carriers. 


Mr. Warren. Why? 

Mr. Gurpry. It is occasional that a shipper may want or require 
a long time within which to accumulate its cargo at a port of export. 
Whereas on every shipment that a shipper may have he is to pay 
forwarding services if it goes through New Orleans, he does not have to 
pay that if it goes through the South Atlantic ports. 

Mr. Warren. Are you stating that it is infrequent when a shipper 
or exporter needs a great deal of storage time? 

Mr. Gurpry. I would say that is probably correct. It would be 
infrequent to such an extent that it would be a secondary influencing 
factor, the question of free time. It is secondary. The primary 
reason for the diversion of cargo is the free forwarding services on the 
South Atlantic ports as compared to New Orleans. 

Mr. WarrEN. You have stated that the granting of free forwarding 
services might constitute a rebate under section 16. Are there any 
other possible violations of law which you, as an attorney, believe 
are involved here? 

Mr. Guipry. I believe it violates not only section 16 of the Shipping 
Act; I believe it violates General Order No. 72. 

Mr. WarreEN. On what theory? 

Mr. Guipry. That under that order the foreign freight forwarders 
who make charges for forwarding must register with the Federal 
Maritime Board. 

Mr. Warren. Are carriers or carrier agents, based upon complaints 
you have received, registered as freight forwarders? 

Mr. Guipry. Some of them are registered as freight forwarders, ves. 

Mr. Warren. Then, if they are registered as freight forwarders 
under General Order No. 72, they are holding themselves out as 
freight forwarders and are bound to make a compensatory charge? 

Mr. Guipry. That is correct. 

Mr. WarREN. And they are not doing that? 

Mr. Guripry. They are not doing that. 

Mr. Tuompson. Mr. Guidry, in the case of excessive free storage 
time at some of these ports, do you feel that when the storage facility 
is owned by the steamship carrier this is a rebate to the shipper? 
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Mr. Guinry. If the terminal is owned by the steamship carrier it 
would definitely be, in my opinion, a form of rebate. However, to 
my knowledge, I don’t know of any terminals owned by any steamship 
lines at Charleston or Savannah, or other South Atlantic ports. 
Most of them are owned by railroads or State or municipal authorities. 

Mr. Tuompson. If storage is given to them free of charge for an 
excessive period by a railroad, how would that come under the 
cognizance of the Maritime? 

Mr. Guripry. In that the Maritime Board has jurisdiction over 
terminal operations, over the terminal owners and operations, and 
under section 16 of the Shipping Act the same regulatory power is 
civen to the Federal Maritime Board as is given to the Interstate 
Commerce Commission over railroads. The provisions are very 
similar and the activities of the terminal operator are certainly under 
the jurisdiction of the Federal Maritime Board. 

I think that the provisions of the law adequately include prohibition 
of such unfair practices. 

Mr. Warren. Mr. Guidry, do you believe that the cargoes here 
complained of represent a substantial loss to this port and, if so, why? 

Mr. Guinry. I believe that the diversion of the cargo from this 
port is definitely substantial. I believe I have already stated why 
it is important to this port. 

Mr. Warren. Do you believe that such loss affects the business of 
many steamship operators operating out of the gulf area, or only a 
few? 

Mr. Guipry. It is my understanding that it affects quite a number 
of the steamship lines at this port. Some of the lines operate in both 
conferences from the gulf or New Orleans and out of the South 
Atlantic ports. In those cases where the lines operate out of both 
ports, they may retain the shipments that have been diverted from 
here through the South Atlantic ports, but many of the lines do not 
operate out of both ports. The majority of them do not. Those 
lines would thereby greatly suffer because of this practice. 

Mr. Warren. Mr. Guidry, do you have any evidence of the fact 
that traffic in South Atlantic ports has abnormally increased? 

Mr. Guipry. I believe that the records and statistics would prove 
that. Some years ago the number of sailings out of Savannah and 
Charleston were negligible. Ships went there only occasionally 
whenever a sufficient quantity of cargo was offered them warranting 
their going to those ports. Usually, it was only an occasional sailing. 
Steamship lines and operators had no scheduled sailings from those 
ports, but in the last few vears you will find that the advertised sched- 
ules of sailings show regular sailings from the South Atlantic ports as 
companies to the few vears before and that is commonly believed to 
be the result of the fact that you have so much tonnage now that has 
been diverted from this port to South Atlantic ports that steamship 
lines are now able to establish regular sailing dates. They have 
regular sailing schedules from those South Atlantic ports. 

Mr. Tuompson. Do you attribute that change largely to these 
practices involving freight forwarding services? 

Mr. Guipry. Definitely we attribute it to that. 

Mr. Tuompson. I think the record should be made clear on the 
point that you are representing the board of commissioners of the 
port of New Orleans and that is a State agency. 
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Mr. Guipry. That is correct, 

Mr. THompson. We saaneiiahe: your coming here and we know 
that you are attempting to do a service for the subcommittee. But, 
I would like to ask you, inasmuch as the proper remedy for excessive 
storage would be to complain to the Federal Maritime Board, why 
was that not done if it represents harm to the port of New Orleans 
or other ports in Louisiana? 

Mr. Guipry. Well, as you know, we did complain to the Federal 
Maritime Board. 

Mr. THomspon. About the free forwarding services? 

Mr. Guipry. That is what I am saying. We did complain to the 
Federal Maritime Board about the free forwarding services. 

Mr. Tuompson. But you said you had not complained about the 
excessive storage. 

Mr. Guipry. We have not up to this time made a complaint to 
the Federal Maritime Board. 

Mr. Tuompson. How long has this practice of excessive free storage 
been in existence? 

Mr. Guipry. Only during the last couple of years. Before we 
were not hurt by this practice. We are only hurt by it now because, 
since the development of this free forwarding services, our ships are 
going over to the South Atlantic, and, where New Orleans may in 
many instances have lower rates than the South Atlantic, yet occa- 
sionally where a shipper requires a long storage period and he can 
obtain that for nothing, he takes even ‘this business that rightfully 
belongs down here where all of the factors are in favor of the port 
and nevertheless will divert it to the South Atlantic ports. 

Mr. THompson. You can rest assured that this subcommittee will 
file your protest with the Federal Maritime Board in that case and see 
if we can straighten it out. 

Mr. Guipry. Thank you, sir. 

Mr. THompson. Congressman Davidson. 

Mr. Davipson. I have nothing. 

Mr. THompson. Congressman Chase? 

Mr. Cuase. Reference has been made to excessive free storage time. 
Is there any yardstick in the law or any of the orders of the Board 
which would determine to a reasonable degree what is excessive and 
what is not? 

Mr. Gurpry. Not to my knowledge, sir. 

Mr. Cuasz. I see. So that is a factual question, is it not, if there 
is no yardstick? 

Mr. Guipry. That is correct, sir. 

Mr. Cuase. Could you enlighten us as to your opinion as to what 
is excessive free storage time and what is not excessive? 

Mr. Guipry. Well, sir, the port of New Orleans allows a period of 
10 days which we think is a reasonable time within which to accumu- 
late cargo on a wharf for the loading of the vessel. In exceptional 
cases where additional time is needed, we provide that a shipper may 
file a written application for such additional time and we publish a 
charge that is to be assessed against the shipper for the additional free 
time. It is not just allowed to remain on the wharf without any 
record of its arrival and when it leaves and with no charge made. 
I am told of a shipment of a few years ago of an entire sugar mill 
which moved through the South Atlantic port and remained on the 
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wharf for some 3 to 6 months while it was being accumulated and no 
charge was made against that storage of that sugar mill and machinery. 
That is hearsay. “IT have no definite proof of that, but that is one 
example of what we consider unreasonable free time. 

When one port gives free time of 10 days and another one 15 days, 

I would say that that is still reasonable, but when you give as much 
as 30 days even though you make a charge for it that is an uncom- 
pensatory charge, I think those are all factors in determining whether 
the free time is reasonable. 

Mr. Cuase. In your opinion the Board could regulate that, could 
definitely state what is excessive? 

Mr. Guipry. I definitely believe they could regulate that. 

Mr. Cuase. To date, it has done nothing in that direction? 

Mr. Guipry. That is correct, sir. 

Mr. WarrEN. They have not done anything in that connection in 
this area? 

Mr. Guipry. Not in this area. 

Mr. WarreEN. But in other areas they have ruled on the question 
of excessive storage? 

Mr. Gurpry. They have ruled on the question of free time in other 
arees. 

Mr. Warren. Do you understand it to be the custom of the trade 
in South Atlantic ports to offer free forwarding services? 

Mr. Guipry. That is customary; ves, sir. 

Mr. Warren. Do you understand that any freight forwarders 
loceted in South Atlantic ports are also offering free forwarding ser- 
ices? 

Mr. Guipry. That I am not too sure about. I cannot answer that. 
As I say, there are very few forwarders at the South Atlantic ports to 
my knowledge. Most of the forwarding is done by the ocean carriers 
or ocean agents. 

Mr. Warren. Mr. Chairman, I have no further questions. 

Mr. THompson. We certainly thank you for appearing this morn- 
ing, Mr. Guidry. Your testimony will be valuable in our surveys and 
studies. We do appreciate your testimony. 

Mr. Guipry. It has been a pleasure. Thank you, sir. 

Mr. THompson. Thank you very much. The next witness is Mr, 
J. W. Allen 


STATEMENT OF JOSEPH W. ALLEN, PRESIDENT, FORWARDING 
AGENTS & FOREIGN FREIGHT BROKERS ASSOCIATION OF NEW 
ORLEANS 


Mr. Auten. Mr. Chairman, I am not a lawyer, but just a freight 
forwarder. 

Mr. THompson. Would you identify yourself for the reporter and 
give us any prepared statement you may choose to give. 

Mr. ALLEN. My name is Joseph W. Allen. I am president of the 
Forwarding Agents & Foreign Freight Brokers Association of New 
Orleans; owner of J. W. Allen & Co.; member of the National Advisory 
Committee, Customs Brokers & Forwarders Association of America, 
Inc., New York City; member of the National Committee of the 
Export Inspectors and Clearance Advisory Group Panel, Bureau of 
Foreign Commerce, Department of Commerce, Washington, D. C.; 
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member of the International House, organized for the purpose of 
developing foreign trade; member of the chamber of commerce of 
the New Orleans area; and member of the New Orleans Traffic and 
Transportation Bureau, organized for the purpose of protecting the 
port of New Orleans against unfair inland rates, practices, and so 
forth. 

The Forwarding Agents & Foreign Freight Brokers Association of 
New Orleans was organized in 1918, for the purpose of cultivating 
closer relations between those engaged in the business of export fre ight 
forwarding, to promote their joint interests, provide mutual protection, 
to maintain the ethics of the profession at their highest standards, and 
to promote foreign commerce. 

This is not the first investigation of brokers and forwarders. By 
order of August 12, 1942, the Maritime Commission started an in- 
vestigation into the practices of the forwarding industry. The final 
report was delayed until 1949 because of litigation contesting the Com- 
mission’s jurisdiction. Meanwhile, in 1946, when considering a new 
conference agreement filed for approval under section 15, the Commis- 
sion disapproved a provision prohibiting the payment of brokerage on 
local cargo, holding that they could not consistently approve an agree- 
ment, the effect of which would prohibit brokerage on a large part of 
the carriers’ traffic. 

The Maritime Commission has referred to brokerage as securing 
cargo for the ship, but we do not believe they have ever indicated the 
meaning of “securing” cargo—for example, whether it meant “actu- 
ally booked,” “obtained, ” “influenced routing,” or other. 

My personal definition of brokerage is: “A legitimate and necessary 
expense in the orderly running of a steamship company’s business.”’ 

In the report of investigation of the use of private export forwarders, 
report 1-1852, March 30, 1955, the investigation office questioned the 
widespread payment of brokerage by steamship lines to brokers and 
forwarders, stating that a substantial part of which was paid im- 
properly. 

Contrary to GAO allegations, repeated findings show that the serv- 
ices rendered by brokers and forwarders have a substantial value to 
carriers and the American Merchant Marine. These findings were 
affirmed by the House Merchant Marine Committee, which con- 
sidered and reported the Bland Act; by the Maritime Commission 
upon the initial decision and reconsideration in docket 657; by two 
three-judge courts, which affirmed that decision; and by Federal 
Maritime Board in docket 727, when it refused to vacate the earlier 
order in docket 657. 

Further, it has been found, and repeatedly affirmed, that concerted 
action by limiting the payment of brokerage to less than 1% -percent 
would result in detriment to the foreign commerce of the United 
States. Members of this association feel that they earn brokerage by 
performing many services for the steamship lines, such as preparing 
bills of lading and filing with the customs the export declaration. In 
fact, cargo cannot be loaded aboard the ship until declaration has been 
cleared. 

Some people are of the opinion that the preparing and filing of ex- 
port declarations is a messenger service. To the contrary, the Gov- 
ernment expects the forwarder to screen all declarations to determine 
whether the goods are on the positive list, requiring an export license, 
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and even decide borderline cases. ‘To accomplish this purpose, it is 
necessary to carefully examine not only the original list as published, 
but numerous supplements. The Government takes a serious view of 
any mistakes. 

There are many other services rendered the earriers by brokers. In 
many instances, he pays the ocean freight, and often has to wait some 
time for reimbursement, thereby relieving the carriers of the credit 
risk. The broker circularizes sailings as well as freight rates to ship- 
pers throughout the country. They travel extensively soliciting busi- 
ness for their respective ports thus benefiting the lines by securing 
additional cargo. They trace cargo from interior points in order that 
the carrier can be acquainted with the availability. They also regu- 
late the bdivery of cargo to the wharf to suit vessel. We know of one 
instance where the broker intervened on behalf of a steamship line 
with the inland carrier to unload to wharf on a holiday, thus permit- 
ting steamer to sail on Saturday rather than have to remain in port 
until the following Monday. 

The broker-forwarder also renders valuable services to the carriers 
by developing foreign commerce. For instance, a school-bus manu- 
facturer in Oklahoma communicated with a New Orleans broker, 
explaining that he was supplying domestic schools, but the volume 
was not sufficient to keep operations the year round. This firm wanted 
to know the possibility of getting into the export business. The 
broker quoted rates, inland and ocean, and figured the cost of delivery 
to many foreign destinations. Some orders developed, but be fore 
they were accepted the manufacturer placed the entire transaction 
before the broker for checking. This even included the checking of 
letters of credit and, in fact, they would not make any shipments 
without the approval of the broker. Now a nice business has devel- 
oped which is to the advantage of the steamship lines and our port. 

As another instance, there was a flour-milling concern in the West, 
who stated that he had been advised by a Japanese customer that the 
basic reason Japan had traditionally purchased clear flour from Canada 
rather than the gulf was because they felt the acidity on gulf flour 
was higher than the Canadian. The broker immediately began in- 
vestigating through local testing laboratories who later took this 
matter up with the United States Department of Agriculture resulting 
in a decision that gulf flour was not much different from Canadian 
flour as far as acidity was concerned. This information was passed 
on to the milling company with the result that they were able to 
convince the Japanese customer that the gulf was safe. This has 
resulted in a new flow of tonnage to the benefit of the steamship 
companies and the port. Quoted below is the letter from the milling 
company to the broker: 

This is to acknowledge receipt of your letter dated July 1, regarding the acidity 
on Gulf clear flour. 

We wish to commend you on the way you have gone into this problem in our 

ialf and we hope that your research and the time you have spent on this project 

| be favorably reflected by an increased volume of business to Jay an. 

For your guidance, I am transmitting the contents of all correspondence you 

rwarded us to our Japanese friends and I am sure they will be able to make good 

- of this information in Tokyo. 

Again may I congratulate vou on the manner in which you have bandied this 
problem. It is very nice to be associated with such a competent forwarder and 

will do our best to support you in every way. 


70668—_56 
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Just recently, the same forwarder received a communication from 
an English firm asking that they be put in touch with a manufacturer 
of hickory handles. This was done and negotiations are being com- 
pleted, which should result in added tonnage to the carriers. 

Incidents of this kind are frequent. The carriers, trade associa- 
tions, and port interests are aware of the vigorous solicitation and 
constructive work being done by independent brokers and forwarders, 
which accounts for the close cooperation received from these bodies. 

Shippers, large and small, use the New Orleans forwarders and most 
of them are loud in their praise. There is no question but that the 
forwarders can do the work more economically than if the shippers 
maintained their own offices at the port. 

As Congressman 8S. O. Bland once wrote the Honorable Kenneth 
Royall, Secretary of the Army, Washington, D. C., November 20, 
1947: 

I-xperience during the war with lend-lease has demonstrated clearly that the 

use of private forwarders is both cheaper and more expeditious than shipping 
through Government facilities. 
This same principle applies to export shippers. For instance, just 
recently one of the largest manufacturers of agricultural and farm 
equipment in the United States announced the closing of their New 
Orleans and New York forwarding departments. This business, in 
the near future, will be turned over to independent forwarders. 

Steamship agents will confirm that practically all large exporters 
of grain, cotton, oil, sulfur, et cetera, use the services of forwarders. 
This should put an end for all time to the statements by investigators 
and others that only small sbippers require the services of the inde- 
pendent forwarders. 

Regarding Government agency cargo, some time after World War 
II, Government cargo moved in large blocks, but it has gradually 
declined to where the broker or forwarder can no longer depend on 
revenue from this type of cargo. We do not expect these conditions 
to improve until such time as the Bland Act is amended, with teeth, 
to force all Government. agencies, including the Military Sea Trans- 
portation Service to abide by the mandate of Congress. 

Mr. TuHompson. Thank you, Mr. Allen. 

In listening to your statement—and it was a very interesting state- 
ment and we appreciate your giving it to us—you did mention in several 
places that carriers at the port of New Orleans had been greatly aided 
by increased tonnage directly due to the influence of freight for- 
warders. 

Mr. ALLEN. Yes, sir. 

Mr. Tuompson. Would you agree that there was also some benefit 
derived by the shipper in those cases? 

Mr. Auuen. Definitely. The forwarder and broker works in a 
dual capacity. You cannot cut off or decide just exactly where the 
one service ends and the other starts. 

Mr. Tuompson. I wanted to get that into the record because you 
mentioned carriers at this port, and I believe it is obvious that the 
shipper did get quite a benefit from the efforts of the forwarder in 
this case. 

Mr. ALLEN. Well, he saved the expense of maintaining an office. 
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Mr. Tompson. And he had added exports. Your school bus 
manufacturer was able to manufacture for longer periods so that he 
did receive benefits, too. 


Mr. ALLEN. Yes, definitely. 

Mr. THompson. Judge Chase? 

Mr. Cuase. I have no questions. 

Mr. THompson. Congressman Davidson? 

Mr. Davipson. No questions. 

Mr. THompson. Counsel will proceed. 

Mr. Warren. Mr. Allen, how many individual forwarding concerns 
are members of your association? 

Mr. ALLEN. Twenty-seven. 

Mr. WarrEN. Does that represent the majority of forwarding con- 
cerns in the gulf area? 

Mr. AuLEN. No, there are probably 75 or 80 of all degrees, colors, 
and descriptions. 

Mr. WarkEN. Does that represent the majority in the New Orleans 
area? 

Mr. ALLEN. No, sir. 

Mr. WarrEN. It does not? 

Mr. ALLEN. No, sir. 

Mr. WarkEN. Do you believe, sir, that the purpose of your associa- 
tion, as you have stated, has suce eeded in bringing your membership 
together and elim inating unfairness between themselves? 

Mr. ALLEN. Definitely, yes, sir. 

Mr. Warren. Is there any evidence that members in your asso- 
ciation are unfairly competing against each other by reducing or 
waiving their fzes in order to get business? 

Mr. ALLEN. We have not had a complaint of that kind in a number 
of years. 

Mr. THompson. You mentioned that there are a great many 
forwarders in the port or area of different degrees. What degrees 
would you say they were? 

Mr. ALLEN. Yes, sir. Some may have an office at home. Some 
have a one-man office. We don’t know them. They are not in the 
telephone book. The only way we know they exist is the list that 
the Federal Maritime Board puts out of those registered. That is 
how we know they exist. 

Mr. Tuompson. What are the prerequisites required of a forwarder 
to join your association? 

Mr. ALLEN. To be a resident member he would have to be domi- 
ciled in New Orleans and be incorporated in the State. We have 
honorary and nonresident memberships available to people with 
out-of-town offices. 

Mr. Toompson. Do you feel, Mr. Allen, that the method of regis- 
tration of forwarders which presently exists, is adequate to protect 
the forwarding industry, or do you think there should be a change? 

Mr. ALLEN. I am afraid itis not. I think there should be a change. 
I cannot recommend it, personally, but there ought to be some way to 
have a broker or forwarder investigated as to moralitv, as to his 
financial stability, and whether or not he is capable of performing that 
service. Later on today, if I may say so, one of the other witnesses 
will bring out an answer to your question as to whether it is adequate 
or not. You will get that answer from Mr. Henderson. 
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Mr. Tuompson. You mentioned further that the Government 
watched very closely the work of forwarders in cases where informa- 
tion was required to satisfy certain statutes. 

Mr. Auten. That is correct. 

Mr. THompson. What actual responsibility does a forwarder have? 

Mr. ALLEN. In preparing the declaration? 

Mr. TuHompson. Does he need to furnish bond? 

Mr. Auten. No. That may be a good thing to do, though. To 
have a bond for the forwarder as well as the custom broker might be 
something to suggest. 

Mr. Tompson. In the event of a loss to a shipper or carrier, would 
the forwarder be liable for any damages whatsoever to his own negli- 
gence? 

Mr. ALLEN. No, sir. The forwarder gives the orders to the de- 
livery carrier who makes the delivery to the wharf and if there is any 
damage to the carrier we send a man down to confirm that it is dam- 
aged, but that is between the railroad and steamship people. 

Mr. THompson. I was thinking of losses due to improper listing of 

cargo where items were lost where it would be your responsibility to 
see that manifests and bills of lading were properly filled in. 

Mr. ALLEN. The manifests are done by the steamship people and 
the bills of lading by us. We have a schedule prepared by the De- 
partment of Commerce. There are thousands of articles listed and 
each has a number. That is what we use to identify the commodity 
the with customs officials. 

Mr. THompson. Proceed. 

Mr. Warren. Mr. Allen, have you ever personally in the course 
of your activities waived or reduced your forwarding fees to get 
shipments? 

Mr. ALLEN. In the case of Government shipments. 

Mr. WarreEN. Only? 

Mr. ALLEN. Yes, sir. 

Mr. Warren. Do you believe, generally speaking, that forwarding 
fees for practically the same services offered by your competitors are 
uniform in this area? 

Mr. Auten. Well, they would have to be because of competition. 
You can’t offer more service and get more money for it than your 
competitor can. Competition is the thing which makes the charge. 

Mr. Warren. Did you personally or did your association cire ulate 
a proposed schedule of fees to be charged? 

Mr. AutLEeN. Yes, sir; about 10 or 12 years ago, we got up what we 
called a suggested minimum fee. That was to keep these boys from 
trying to live off of brokerage and not charge any forwarding at all. 
People maintaining organizations have to have forwarding and cannot 
ive on brokerage alone. 

Mr. Warren. Sir, would you favor a conference agreement under 
section 15 of the Shipping Act wherein local forwarders in this area 
would stipulate minimum fees? 

Mr. Auten. No, I wouldn’t be in favor of that. I do not think it 
is possible. Different sections of the country are very competitive 
and we could not have one fee and Mobile another and New York the 
third. Competition will make the fees. We are professional people 
ina way. Lawyers and doctors do not have any minimum fees. The 
type of service they render is what they charge for. If they get an 
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intricate operation, you have other charges. The same is in our 
business. We run into simple things and then into things that run 
2or3 months. There is no way to have a minimum or maximum fee 
no more so than you could in any other line of endeavor. 

Mr. Tuompson. Do you know of any forwarders in the area who 
make a practice of not charging a forwarding fee, but who do live off 
the brokerage that they receive? 

Mr. AuuEN. No, sir, I don’t know of any. 

Mr. THompson. Do you know of any forwarders who have on 
occasion waived the forwarding fee from the shipper? 

Mr. Auten. Mr. Chairman, the forwarders talk less about their 
personal business than any group of people in the world, and I don’t 
know what they are doing except that they observe the rules and 
regulations of the port and try to be of help and assistance. 

Mr. THompson. Well, in speaking here today, you are speaking for 
the forwarders in your association? 

Mr. AuueN. Yes, sir. As far as I know, they don’t waive it. 

Mr. Warren. Mr. Allen, in fixing your forwarding fees, among 
other things, and you have mentioned competition for one, do you 
also consider that you are going to get a certain amount of brokerage 
on a given shipment? 

Mr. Auten. Not on any particular shipment. We know that 
brokerage and forwarding runs about 50—50 in my particular business, 
in my office. We are very small business people. We don’t have 
anyone to figure out the cost of the items or what it costs to do this or 
that. If we have more money at the end of the month than we have 
spent, we feel very fortunate. 

Mr. THompson. Do you have any clients, Mr. Allen, who maintain 
their own freight or traffic offices and who perform all of the services 
that a forwarder would normally perform for themselves? 

Mr. Auten. You are asking me if I do personally? 

Mr. THompson. Do you personally or any of the members? 

Mr. ALLEN. I don’t know anything about what the other members 
do in the way of handling accounts. The only account that I do a 
little work for occasionally is a firm that used to maintain a big 
organization. They were heavy shippers of lumber. They now 
have only a small office and on an occasional shipment they use me 
for the purpose of giving them rates, sailings from out ports; and 
whatever service I can render. I occasionally make up the bills of 
lading and pass their export declarations and secure the brokerage on 
such shipments as move through the port. 

Mr. Warren. Do you charge a forwarding fee? 

Mr. ALLEN. No, sir. 

Mr. Warren. But you have stated you render services to this 
company? 

Mr. Auten. I don’t consider the preparation of documents a 
forwarding service. I think that is a service on behalf of the steam- 
ship company. Preparing of bills of lading and dock receipts could 
be forced upon the steamship company. 

Mr. Tompson. I am trying to straighten out the record. I 
thought you answered a question a while ago indicating that you never 
did waive the forwarding fee? 

Mr. Auuen. I have never waived it. The things that I am doing 
ordinarily could be forced upon the steamship companies in the 
brokerage capacity. 





304 FOREIGN FREIGHT FORWARDERS AND BROKERS 


Mr. Tompson. Would the steamship companies perform these 
services? 

Mr. Aten. Yes, sir, if the shipper insisted upon it, they would. 
The preparing of documents is a service of the steamship company. 

Mr. THompson. You think only upon the insistence of the shipper 
they would do it? 

Mr. Auten. They would be compelled to do it if the shipper insisted. 
That is my opinion. 

Mr. Warren. Do you charge any shippers for preparing, executing, 
and distributing the bill of lading? 

Mr. Auuen. No, sir. That is included in a number of other 
endeavors. There is no way to break off and take on the duties of 
forwarder. It is intermingled. It is an extension of the steamship 
company service. That is what a broker is. 

Mr. Warren. I take it that you do not relate brokerage necessarily 
to securing or obtaining of cargoes, but consider it a service, in general, 
of beneficial value to ocean carriers? 

Mr. Atuen. That is right. We are in a dual capacity. 

Mr. Warren. Mr. Allen, do you have clients for whom you perform 
no services whatsoever, but who nominate you to receive brokerage 
from ocean carriers? 

Mr. Autuen. No, sir; we do not represent any such firms. 

Mr. Warren. None whatsoever? 

Mr. Auten. None whatsoever. 

Mr. THompson. Do you know of any such firms who do so designate? 

Mr. Autien. I knew you would come around to that. There is one 
firm in town who has nominated brokers on occasions. How many | 
do not know. I haven’t received one in a year. I don’t know what 
the practice is now. 

Mr. Warren. Have you received one longer than a year ago? 

Mr. Auten. I received one several years ago. That money is paid 
by the steamship agent. He is nominated ‘by the shipper but the 
commission is paid by the er penn agent. This is a practice that 
has been in effect hundreds of years. I have been here 30 years and 
the practice you are speaking of was in effect when I came here. It 
must be a good practice because the firm that does it is one of the 
highest standing firms in the United States. I have never heard of a 
steamship line refusing to pay it or comment on the payment of 
brokerage, and if it has been done for many, many years I presume 
that there is some merit in it. 

Mr. THompson. Do I understand you correctly in stating that you 
do not participate in such brokerage? 

Mr. Atuen. I participate in any that I could, but I do not have the 
opportunity. I don’t know who gets it. 

Mr. Warren. But you have? 

Mr. ALueNn. Certainly. Some season you may have a big season 
when a lot of shipments are made and other seasons you don’t have 
any. You couldn’t depend on it for a living. 

Mr. Warren. Do you believe that any steamship line has the dis- 
cretion to refuse to pay brokerage? 

Mr. AuuEN. Certainly. I think they have that, but I don’t think 
they would use it. 

Mr. Warren. Why? 
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Mr. ALLEN. It is a matter of competition. As one man said on the 
Pacific coast, ‘We would piay Russian roulette if we stopped pay- 
ing brokerage.’’ Wasn’t there an expression like that? I read 
that in the record somewhere. 

Mr. WarrEN. You do not believe they would use the power? 

Mr. AtLeN. You would have to ask the steamship companies. 
They are here and have an attorney. I am not in position to answer 
for the steamship companies. 

Mr. WarREN. Have you ever heard of a steamship line refusing to 
pay brokerage? 

Mr. AuueN. No, sir. 

Mr. Warren. Do you know of an instance? 

Mr. Auuien. I know of one instance which we have up now where a 
steamship agent refused to pay brokerage. 

Mr. WarrEN. Would you submit that case confidentially? 

Mr. ALLEN. This is a thing that is under investigation now with 
the board of trade or the steamship association, or ms 1ybe through the 
courts. I would not want to say anything about that. 

Mr. Tuompson. You said maybe through the courts? 

Mr. AtLen. We may have to enter suit. 

Mr. Tuompson. Did you not say, in your opinion the steamship 
companies were privileged to refuse to pay brokerage? 

Mr. Auten. I think that is the maritime’s idea, but the cus- 
toms of a port prevail often above the maritime practice. If cer- 
tain customs prevail and steamship companies have done something 
for many years and in one case they refuse, I think a test should come 
about to find out if they are right. 

Mr. Tuompson. Just to be sure that your opinion is properly 
stated, I understood you to say that in your opinion they were priv- 
ileged to refuse to pay brokerage. 

Mr. ALLEN. You are asking me a question that I think should be 
asked of the steamship companies. I am not a steamship agent. 

Mr. THompson. I am trying to clarify it. 

Mr. ALLEN. You would have to clarify it through the steamship 
people. They know. 

Mr. THompson. I was trying to ascertain whether or not you 
properly stated awhile ago what you meant to state, because now you 
have modified that statement to some extent. 

Mr. Auten. No, I can’t speak for the steamship companies. 
You said me personally, and I said, “I think.” 

Mr. Tuompson. I will ask the steamship companies. 

Mr. WarrEN. Mr. Allen, you have stated a ‘personal’ definition 
of brokerage? 

Mr. ALLEN. Yes, sir. 

Mr. Warren. Under this definition, sir, do you believe that if you 
are nominated by an exporter or shipper to receive brokerage, re- 
vardless of whether you render any service with respect to the partic- 
ular shipment, you are entitled to brokerage? 

Mr. Auten. Let me have that again, please. 

Mr. WarrREN. You have stated a “personal’’ definition of broker- 
age, namely ‘“‘a legitimate and necessary expense in the ordinary run- 
ning of a steamship company business’ 9 

Mr. ALLEN. Yes, sir. 





306 FOREIGN FREIGHT FORWARDERS AND BROKERS 


Mr. Warren. Under this definition which you propose, if you are 
nominated by one of your clients to receive brokerage, do you believe 
perfunctorily you should receive brokerage whether or not you 
render anv services whatsoever? 

Mr. AuLen. If we have a client, it would be impossible not to render 
him some services. We would have to quote rates. We may work 
on a shipment 3 months, and he would turn around and book the 
shipments after we have given rates. We would keep him posted 
with sailings and changes of rates and he wouldn’t be a client of ours 
if we didn’t give him service. He just wouldn’t be a client. 

Mr. THompson. Counsel had reference to the type of shipper that 
you agreed a while ago designated forwarders where they perform no 
services. 

Mr. Auten. I didn’t say they performed no services. I wouldn’t 
know that. They may perform some that I am not aware of. 

Mr. Warren. If they perform services that you mentioned, pro- 
viding schedules and tariffs, aren’t you paid by the shipper for such 
information furnished? 

Mr. ALLEN. We believe that that is part of our joint business. If 
we didn’t do it, the steamship agents would have to do it. We feel 
that that is one of the types of activities under brokerage. 

Mr. Warren. It is not a compensable service to the shipper? 

Mr. ALLEN. Sir? 

Mr. Warren. This service of which we are now speaking is not a 
compensable service to the shipper, is that correct? 

Mr. AuuEeN. I don’t understand what you mean, 

Mr. Warren. You do not charge a fee for it? 

Mr. ALuen. For doing what the steamship company ought to do 
or does do? No. Whatever we do on behalf of the steamship com- 
pany comes under t. e heading of brokerage. The steamship agents 
have to keep the shippers posted. We take a lot of expense off the 
steamship lines by sending telegrams, and telephoning. That is why 
we get brokerage because we are an extension of the steamship 
people’s service. 

Mr. Warren. Mr. Allen, under your proposed definition of broker- 
age, or what you think it should be, in actuality do you believe that 
any case would arise wherein an ocean carrier ought to examine 
whether or not the brokerage fee is earned and ought to, accordingly, 
deny the fee? 

Mr. Atuen. I don’t think it would be possible for a steamship 
company to do that. He has no idea of the work done by the broke 
and could not question every contract that comes in and see whether 
or not the broker has a part in it. 

Mr. Warren. Would it put a burden on him? 

Mr. AuuEeN. It certainly would. I don’t see how it is possible. 

Mr. Warren. Aren’t you in essence stating that there is no case 
where broke rage is unearned? 

Mr. Auuen. As a general rule, brokerage is earned. That is about 
the best I could tell you about that. 

Mr. Warren. And it is earned whether or not it has any relation 
to a particular shipment? 

Mr. ALuEN. I don’t get that. 

Mr. Warren. Let us assume that you are nominated to receive 
brokerage but render no service. 
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Mr. ALLEN. That is impossible. You render some type of service, 
whether it is big or little. It doesn’t make any difference. If the 
shipper cousiders the service you reader important enough to nominate 
you as a broker, I think that is all right. 

Mr. Warren. Do steamship lines come to you and ask you to send 
out lists of sailings and tariffs? 

Mr. Atuen. The steamship lines don’t ask us. They know we do it 
and always have as a part of our services. 

Mr. WarRREN. Are these services available in any other publication? 

Mr. ALLEN. There are all kinds of sailing schedules, advertisements, 
and shipping magazines. But we want to see that our particular 
clients, as well as the prospective clients and those who have written 
in secure first hand, this information. 

Mr. Warren. I want to get your op'nion on this question of 
diversion of cargoes. I have some specific questions. Would you 
like to talk about it? 

Mr. ALLEN. No, sir; I wouldn’t care to talk about it. I have 
spent a lot of time and my own money investigating that condition. 
The Maritime Commission has the full facts, and it is under investi- 
ration now. 

Mr. Warren. I think this subcommittee might be interested in it 
how. 

Mr. AuLEN. I wouldn’t have all of the information on it. The 
investigators have just gone through this thing and it is in the hands 
of the Maritime Commission, and until they make a decision or until 
the dock board or Mr. Guidry or someone files further compla‘nts, 
I do not know as there is anything I can say about it. 

Mr. THompson. In connection with your statement that it is now 
under investigation and the Maritime may have bearings on it, it 
is very possible that Maritime will not have hearings on these sub- 
jects after this committee has made its final report. It might not be 
necessary. That is why we wanted full information, but if you are 
not prepared to give it to us, we will hold it until some other witness 
can. 

Mr. ALLEN. Yes, sir. 

Mr. THompson. I am curious about one thing, sir. 

Mr. ALLEN. Yes, sir. 

Mr. Tuompson. That is the income of a freight forwarder; not 
necessarily the amount of income, but the proportionate amount of 
the income that would represent fees paid by the shipper and broker- 
age. Would you say that the average forwarder in the port of New 
Orleans receives 50 percent of his income from fees, more or less? 

Mr. Auuen. No, sir. They would have to report that themselves. 
[ don’t know what proportion of it. Ours is around 50-50 in my 
particular business. I have never asked another agent what amount 
of brokerage he is receiving. I don’t think he would tell me. You 
have forwarders following me, and you could ask individually and get 
a good idea. 

Mr. THompson. In your case it is about 50-50? 

Mr. ALLEN. Yes, sir. 

Mr. Warren. Mr. Allen, you indicate that steampship agents will 
confirm that practically all shippers of grain, cotton, oil and sulfur, 
use the services of forwarders. 

Mr. Auten. That 1s true. 
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Mr. Warren. Then you say that investigators and others state 
that only small shippers require the services of forwarders. 

Mr. Auuen. I have heard, I think, on the Pacific coast, or maybe 
in Washington, that someone testified that only the small shipper 
who couldn’t afford an office used a forwarding agent. I want to 
state that International Harvester, one of the largest exporters, is 
closing their office here and in New York to use forwarders. 

There is a gentleman in the audience representing one of the 
biggest oil companies in the United States, and I would like you to 
ask him what you asked me about the big and small people using 
forwarders. If you care to ask him, it is Mr. Short. 

Mr. Warren. I would like to ask you, Do you believe that you can 
render a valuable service to a large shipper whose export department 
is located at the port of exit and busily engaged in handling all of its 
forwarding activities? 

Mr. Auien. Do I believe that we could be of assistance? 

Mr. Warren. Or of value for which you receive brokerage? 

Mr. ALLEN. Certainly the forwarding departments are busy with 
their documents but they call the broker for all types of information. 
They may want to use Savannah or Lake Charles or Charleston and 
call and say, “Get us the rates out of these ports.’”’ Having a for- 
warding de :par tment, they could use the services of a broker. 

Mr. Warren. Are you suggesting that, perhaps, all of these large 
shippers should do away with their export departments? 

Mr. Auten. I never made a suggestion such as that. I think it is 
up to them to determine whether or not they need a forwarder. 

Mr. Warren. Don’t you suppcse that in this area there are some 
large shippers who have their own export departments which perform 
all of the necessary functions in connection with the export shipment, 
but yet who designate freight forwarders? 

Mr. ALLEN. There may ‘be one or two. I know of one. 

Mr. Warren. In that instance, do you believe that you can be of 
value and are entitled to a forw arding ‘fee? 

Mr. Auten. Yes; I do. I think that maybe the contribution of 
that kind, if you wish to call it a contribution, I think that all firms, 
large and small, know that maintenance of a brokerage firm is neces- 
sary for the port’s interest, and if occasionally they wish to help the 
broker or forwarder maintain his organization and if it is agreeable 
to the steamship companies and they feel that the service has been 
rendered and the practice has been in effect for hundreds of years, 
I see no objections to it. 

Mr. Warren. Mr. Allen, do you consider that you are primarily 
responsible for any firms entering the export field for the first time? 

Mr. ALLEN. Many of them. 

Mr. Warren. Will you supply, in behalf of your association, a 
list of such firms who have entered the export business for the first 
time as a result of your intervention during the year 1954? 

Mr. Auten. I will give you mine, personally, and request the 
others to give it to you personally. Very few brokers in the port 
are gong to give me a list of the shippe rs. 

Mr. Warren. Of your association ? 

Mr. Auten. Certainly. They are not going to give me a list of 
the shippers. I will ask them to give it to you gladly, and I will 
give you mine. 
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Mr. Warren. I would like vou to make a request to all of the 
members of your association. 

Mr. Autuen. Is Mr. App here? Mr. App is the secretary of our 
association. If you will give this request to him, I am sure he will 
get on it immediately. 

Mr. Warren. I would appreciate your relaying that to him. 

Mr. Tuompson. Mr. Allen, we do appreciate your being here. 
Please understand we are not being critical of any activity here. 

Mr. Auuen. | understand that perfectly. 

Mr. THompson. We are trying to understand your relations with 
your principals. 

Mr. ALLEN. I appreciate the privilege of being before you. Maybe 
some of my answers are not satisfactory, but that is the w ay I see it. 

Mr. THompson. Thank you very much. 

Is Mr. P. B. Lusk of the Lusk Shipping Co. here? 


Would you identify yourself for the reporter, sir. 


STATEMENT OF P. B. LUSK, LUSK SHIPPING CO. (EXPORT FREIGHT 
BROKERS AND FORWARDING AGENTS), NEW ORLEANS, LA. 


Mr. Lusk. P. B. Lusk. 

Mr. THompson. Do you have a prepared statement? 

Mr. Lusk. I have a statement. 

Mr. THompson. Will you sit down, sir, and proceed? 

Mr. Lusk. Mr. Chairman, my name is P. B. Lusk. I am owner 
of the Lusk Shipping Co. (export freight brokers and forwarding 
agents), New Orleans 2, La. Our-Federal Maritime, Board registra- 


tion number is 128. 

My firm has been established under this name since 1928, and we 
represent several hundred shippers throughout the United States 
as well as a number in foreign countries. We have represented many 
of these clients for over 25 years, which would indicate that we have 
handled our affairs in a reputable and businesslike manner. All 
transportation companies, including the steamship lines, railroads and 
trucklines, will testify as to our ability and integrity. 

Over the period of years in which we have been established here, we 
lave been very active in soliciting and developing new business for 
the steamship lines through correspondence and travel. Members of 
my firm, including myself, have traveled over practically every State 
in the Union, and I personally have visited eight countries in Europe 
and a number of countries in Central and South America, also Canada, 
to renew old contacts and secure new business. 

In addition, we send out hundreds of circulars and letters throughout 
the United States, as well as foreign countries, posting the shippers on 
sailings, rate changes, and new export and consular regulations. 
This, we believe, relieves the steamship companies of a great deal of 
their detail work, thereby reducing their expenses for labor and mate- 
rial. We also relieve the steamship companies of a considerable 
amount of telephone, telegraph, teletype, and cable expenses in com- 
munieating with the shippers throughout the United States and 
foreign countries. 

We advertise through various trade magazines and other periodicals, 
both in the United States and abroad, in an endeavor to secure new 
business for the port of New Orleans. 
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The forwarding agents here, like ourselves, pay ocean freight charges 
promptly to the ste amship lines, thereby relieving the steamship lines 
of the work involved and the responsibility of collecting from each 
individual shipper. My firm pays out several hundred thousand 
dollars per month in prepaying ocean freight to the steamship lines. 

We maintain membership in various organizations in New Orleans, 
which encourages and develops business for the port, from which the 
steamship companies benefit. Our firm is a member of the New 
Orleans Traffic & Transportation Bureau, International House, New 
Orleans Chamber of Commerce, Forwarding Agents and Foreign 
Freight Brokers Association of New Orleans, Customs Brokers and 
Forwarders Association of America, and the New Orleans Port Com- 
merce Committee. 

I have been on the board of the New Orleans Traffic and Transpor- 
tation Bureau for many years, and held all offices, including presidency 
on that bureau. Iam on the board of directors of the International 
House, formerly on the executive committee, also on the World Trade 
Developing Committee, and several years as chairman of that com- 
mittee. lam presently chairman of the New Orleans Port Commerce 
Committee. These organizations are very active in encouraging 
business through the port. 

I could furnish a great deal of detailed information to show that by 
membership in these organizations and taking an active part in these 
committees, it is extremely helpful in securing business for the steam- 
ship lines and the port, combating unfavorable regulations, and 
protecting favorable rates so that increased business will flow through 
the port. 

In addition to handling the details of import and export shipments, 
the forwarding agents and brokers do a great deal more, above and 
beyond their normal duties. As an example, our firm was very active 
several years ago in bringing about the elimination of the railroad 
heavy lift charges on export freight at all gulf ports. During the war, 
the railroads were handling a large amount of heavy equipment for 
account of the Army and Navy, and they temporarily established an 
extra charge for arranging this heavy lift to shipside where marginal 
tracks were not available. At that time, there was no objection, but 
it was understood that this was a temporary measure. 

However, after the return movement had practically stopped, we 
discovered that New Orleans was losing a considerable amount of 
business to ports which had marginal track facilities where this extra 
charge was not assessed. We called numerous meetings with the 
steamship lines and asked for help from the New Orleans Traffic and 
Transportation Bureau. In addition, we wrote hundreds of shippers 
throughout the United States, placing the matter before them asking 
for their cooperation. There were hearings on this matter through- 
out the South, and the writer attended hearings at Mobile and Chi- 
cago, and testified at these hearings, and the expense of same was 
borne by my company. 

The New Orleans Traffic and Transportation Bureau was very per- 
sistent and active in handling the matter, and finally the Illinois 
Central Railroad took independent action and eliminated this charge, 
and all other railroads serving the gulf ports followed. The elimina- 
tion of this charge placed New Orleans on an equal basis, thus sav- 
ing shippers throughout the United States thousands of dollars each 
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year and influencing considerable additional business through New 
Orleans. 

This is only one of many instances where my firm, as well as other 
forwarding agents and brokers, have spent considerable time and 
money in bringing about additional business for the steamship lines. 

Most of the above factors are chargeable to the brokerage which we 
collect from the steamship companies. 

On account of the forwarding agents maintaining offices at the 
port of exit, we are very helpful, indeed, to the steamship companies 
as well as the shippers in securing cargo and see ing that it is promptly 
delivered and proper documents are prepared and secured. In addi- 
tion to these services, there are many intangibles performed by a 
forwarding agent and broker for which no direct remuneration is 
received, and the expenses involved in performing these services have 
materially reduced the operating expenses to the steamship companies. 

It is well known that our foreign commerce is very essential to the 
welfare of this Nation, and we believe that the forwarding agents and 
brokers are rendering a very important service to the steamship lines, 
as well as the American exporters and importers throughout the 
United States, in competing in world markets. 

In conclusion, [ wish to express my appreciation for the opportunity 
given me to appear before this committee. 

Mr. Tuompson. Thank you very much, Mr. Lusk. You have 
mentioned that in some of your activities you have saved many 
thousands of dollars for shippers and carriers and increased the tonnage 
of the port considerably. Then you mentioned that most of those 
services are chargeable to the brokerage so far as the expenses incurred 
in ace omplishing these things. Have the shippers in any way made 
payment to you for that type of service, or is it all paid, as you men- 
tioned here, through brokerage? 

Mr. Lusk. Not the particular type which I mentioned in there. 
They pay the regular forwarding fee. 

Mr. THompson. What percentage of the income of your company 
represents brokerage and what percentage represents forwarding fees? 

Mr. Lusk. 60 percent forwarding and about 40 percent brokerage. 

Mr. Warren. Mr. Lusk, in regard to your concept of brokerage, 
you have indicated in your statement a number of services which are 
of benefit to ocean carriers, and you seemingly justify brokerage on this 
basis whether or not those services have any particular relation to 
specific shipments involved. Is that a correct appraisal of your 
idea of brokerage? 

Mr. Lusk. Well, I certainly think any business that benefits the 
steamship lines, whether we work on anything specific or not, should 
certainly be chargeable to brokerage. It certainly helps the steamship 
lines. 

Mr. Warren. Whether it really has relation with a particular 
shipment or not, the fact that it really helps the steamship lines is 
vour idea of why you should receive brokerage on these various 
shipments? 

Mr. Lusk. That is correct. 

Mr. Warren. And you have indicated a number of services that 
you voluntarily perform for the value and benefit of ocean carriers, 
is that correct? 

Mr. Lusk. That is correct. 
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Mr. Warren. Mr. Lusk, under that theory, would you not fare 
better if we abolished brokerage and the steamship lines paid you 
salaries on a monthly retainer? Wouldn’t you get more compensa- 
tion and fairer compensation under such theory? 

Mr. Lusk. Well, I don’t think it would work out. I am hardly in a 
position to answer that. Brokerage has been paid for hundreds of 
years and that is the manner in which we handle it now. 

Mr. WarreEN. And you do not propose any change, is that correct? 

Mr. Lusk. That is correct. 

Mr. Warren. Mr. Lusk, do vou have any clients who nominate 
you to receive brokerage for whom you do not perform any services, 
either for shipper or carrier? 

Mr. Lusk. | would say no. I have maybe 1 or 2 clients locally 
who nominate me as a broker, occasionally, and there is no great 
deal of revenue derived from it. However, we do render a good deal, 
I would say, for both the steamship lines and the shipper. 

Mr. Warren. What do you do for these particular clients? 

Mr. Lusk. As an example I mentioned in there, I am chairman of 
the Port Commerce Committee, and we are very active in bringing 
about any complaints or any discrepancies that the consuls or the 
customs may have and that benefits both the steamship lines and the 
shipper, and we send them hundreds of circulars. Every time there 
is a rate change, they get that rate change. Every time there is a 
consular change, they receive that promptly, things of that nature 
and in serving on the board of the New Orleans Traffic and Trans- 
portation Bureau, we do a good deal for all the port. 

Mr. Warren. Mr. Lusk, I would like to direct some questions in 
regard to the alleged diversion of cargoes that was talked about this 
morning. 

Mr. Lusk. Well, I will try. 

Mr. Warren. In regard to these complaints, what did your asso- 
ciation by way of its affiliate, the New York Customs Brokers Associa- 
tion, recommend to the Federal Maritime Board to remedy this 
matter? 

Mr. Lusk. Well, Mr. Allen, I believe handled that, and he would 
probably be in a better position to answer that, but it is my under- 
standing that they recommended that they discontinue free forwarding 
and it was our opinion that it was merely a rebate. 

Mr. Warren. Free forwarding was a rebate? 

Mr. Lusk. Free forwarding was a rebate. 

Mr. Warren. What else was recommended, sir? 

Mr. Lusk. Well, I think the question of storage came up several 
times and that was discussed with the Board of Commissioners of 
the Port of New Orleans, and my understanding is that at several of 
the port meetings this matter was brought up with the view of correct- 
ing it. 

Mr. Warren. Was it not recommended, also, by your association 
that forwarders were prohibited by concerted action in sharing 
brokerage with correspondent forwarders? 

Mr. Lusx. What was that question again? 

Mr. Warren. Was it not further recommended by your association 
that forwarders in the New Orleans area were prohibited by con- 
certed action from sharing in brokerage with correspondent forwarders? 
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Mr. Lusk. As I understand it, you mean—I do not. quite get the 
question. I am sorry. 

Mr. Warren. I will read excerpts from a letter from the president 
of the Forwarding Agents and Foreign Freight Brokers Association 
of New Orleans. 

The resolution that was made to the Federal Maritime Board and, 
I take it, endorsed by your association, was 
No. 1, the performance of any forwarding services by a carrier including the 
preparation of and filing of an export declaration or any other document without 
charge or at uncompensatory rates is a rebate in violation of the Shipping Act of 
1916. No. 2, forwarders at a port of exportation may not by concerted action 
demand from an originating forwarder a share of the brokerage paid by the carrier 
on shipments received through the originating forwarder. 

Mr. Atuen. Mr. Warren, may I interrupt just a moment? That 
resolution was not by our association. That resolution was by the 
National Customs Brokers and Forwarders Association in New York 
at an annual meeting, and all of their advisory members were there. 
That was by the Customs Brokers and Forwarders Association in 
New York. 

Mr. Warren. I realize that, sir, but was it not also officially en- 
dorsed by your association? 

Mr. ALLEN. No, sir, that came up while I was at this advisory 
meeting, and I did endorse it for the reason that I had enlisted their 
help in trying to clear up the Savannah and Charleston situation. 
They went to Washington and attempted to work out something that 
would prevent his diversion, and I had to give a little in order to get 
that resolution before the Maritime Commission. It was necessary 
that I compromise, and I compromised to the extent that our associa- 
tion or no other association as a whole would demand any certain 
amount of the brokerage. I was told that that was unlawful, anyway, 
to do that. 

Mr. Warren. By concerted action? 

Mr. ALLeNn. By concerted action. Individually, any broker or 
forwarder can do what he wants to in making charges. 

Mr. Lusk. I hesitated because I didn’t know anything about it. 

Mr. Warren. if those recommendations were adopted by the 
Kederal Maritime Board, do you believe, insofar as this forwarding 
matter is concerned, the matter of diversion of cargoes would be 
eliminated? 

Mr. Lusk. Yes, Ido. It would be up to each port to compete for 
the business, but as it stands now it is unfair. 

Mr. WarrEN. How could this competition be totally eliminated if 
these recommendations were adopted, since local forwarders in this 
area would still have the individual discretion to share in a part of the 
brokerage with correspondent forwarders, taking into consideration 
that that is not the practice in the South Atlantic? I am assuming 
that the recommendation is adopted, and carrier agents in the South 
Atlantic are going to have to charge a compensatory fee. 

Mr. Lusk. That is customary. 

Mr. WarrREN. Isn’t the problem still going to be present in regard 
to diversion? 

Mr. Lusx. No, I shouldn’t think so, 

Mr. Warren. Would it not seem to you that the correspondent 
forwarder not domiciled in this area who controls the routing of the 
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cargo would still send the cargo in these cases to South Atlantic ports 
rather than to you because he wouldn’t want to share in the broker- 
age? 

Mr. Lusk. They are doing that now, but if the matter was straight- 
ened out the South Atlantic forwarder would share normally in the 
brokerage. It would be no different. That is done every day. In 
other words, we work with a man in Houston. We work the same 
thing here as we do there. If we ship something through Houston, 
we get half the brokerage. 

Mr. Warren. I am speaking of this diversion matter, Mr. Lusk. 
It has been called to our attention that a registered carrier is per- 
forming free forwarding services. Let us assume that to be the case. 
Now, if the Federal Maiitime Board says, ‘You can’t do that. You 
have to charge a compensatory rate because you are representing your- 
self to be a forwarder, so henceforth you have to charge a fee.”” Now, 
will that in itself cure the diversion complaint? 

Mr. Lusk. I see what you mean. In other words, your idea would 
be that a carrier would continue to do the forwarding and make a regu- 
lar forwarding fee out of it and therefore the broker in New York 
would get 100 percent of the brokerage. Is that what you are driving 
at? 

Mr. Warren. That is correct. You would be shaiing in the broker- 
age here and you would still have the problem. Therefore, I am ask- 
ing what is the sense of the recommendation of your association? 

Mr. Lusk. The steamship companies of the North Atlantic should 
turn the forwarding to a regular forwarding agent. One of them or 
two of them used to do forwarding here and found it very costly. 
I don’t believe they would go back to it. 

Mr. Tuompson. Are there many independent forwarders in the 
South Atlantic ports? 

Mr. Lusk. Very few. 

Mr. THompson. What reason do you give for that? Why do you 
think there are so few? 

Mr. Lusk. Well, the reason is that the steamship lines are doing 
free forwarding and it is very hard for them to compete. They 
would have to convince a shipper that they could give them better 
service than a steamship line. 

Mr. Toompson. Actually, the steamship line would not be giving 
free forwarding in the sense that they are merely saving the brokerage 
so they are making money on it? 

Mr. Lusk. I have talked to one of the steamship lines that are 
very active in the South Atlantic and they are very anxious to give 
up this free forwarding and if they were compelled to assess forward- 
ing, I think they would turn it over to a forwarding agent. In fact, 
they mentioned to me that on new business that is what they were 
doing today, turning it over to a forwarding agent. 

Mr. THompson. Would you recommend certain minimum forward- 
ing fees as a matter of regulation? 

Mr. Lusk. No, I think that would be very hard to do. 

Mr. THompson. So even though forwarding fees were insisted upon 
could not these same companies make a token charge in any amount 
and still be doing the same thing they are doing now, unless you do 
have minimum fees or standards for fees? 
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Mr. Lusx. I am not very keen on minimum or maximum fees. 
We do different things for different shippers, and I don’t think 
vould work out. 

Mr. THompson. You mentioned in your statement, Mr. Lusk, 
that your firm pays out several hundred thousand dollars a month. 
Do you think that that is a service to the shipper or to the carrier, 
or to both? 

Mr. Lusk. To both. It certainly helps the steamship line. We 
assume the responsibility. We sometimes have to wait 8, 10 days, or 
2 weeks, to get our money back and, of course, its a service to the 
steamship lines, too, because if they were here they would have to 
pay it. 

Mr. THompson. But it is a definite saving in many cases to your 
shipper, too, because of inte rest r ates and letters of cre dit and things 
of that sort which are costly? 

Mr. Lusk. Yes. 

Mr. Warren. Mr. Lusk, have vou ever handled a shipment at the 

request of a correspondent, nondomiciled forwarder? 

Mr. Lusk. Oh, yes. 

Mr. Warren. In handling such shipment, was the business arrange- 
ment that you were to share in a part of the brokerage as well as the 
forwarding fee? 

Mr. Lusk. It is customary for us to keep all the forwarding fee 

d to share 50 percent in this brokerage. That is the normal custom 
vith most of the fowarders. 

Mr. Warren. To take all of the forwarding fee? 

Mr. Lusk. To take all of the forwarding fee. 

Mr. Warren. Do you perform all of the forwarding functions for 

e shipper? 

Mr. Lusk. Yes. 

Mr. Warren. Does the correspondent, forwarder perform any of 
the forwarding functions? 

Mr. Lusk. No, he does not. 

Mr. Warren. Do you believe you are entitled to a share in the 
brokerage? 

Mr. Lusk. I certainly do. 

Mr. Warren. Hasn’t the correspondent forwarder obtained the 
business? 

Mr. Lusk. He possibly has obtained the business. As I pointed out 
nmy statement, we do a great deal for the steamship lines in traveling 

ind everything else and that comes in there. 

Mr. Warren. Mr. Lusk, so long as you are of the belief that you 
are entitled to brokerage in the situation of diversion, is it going to be 
possible to eliminate the diversion of cargoes to South Atlantic ports? 

Mr. Lusk. I don’t see that that has any bearing on it. A South 
\tlantic forwarding agent would handle a shipment normally like 
ve do. 

Mr. Warren. We are saying that now the practice is that the 
South Atlantic carriers are handling it. 

Mr. Lusk. If that was eliminated, I think the South Atlantic car- 

ers would not handle forwarding. 

\ir. Warren. You recommend that the carriers do not engage in 
orwarding; is that correct? 

\Ir. Lusk. That is correct. 


70668—56——21 
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Mr. Warren. Of course, under the law they may engage in forward- 
ing. 

Mr. Lusk. Yes, they may. 

Mr. THompson. Do you handle any shipments for the account of 
any agency of the Government? 

Mr. Lusk. Very little, and it was unsolicited, and I handled it 
because they had already sent me 8 or 10 shipments and they were o; 
the way; and I handled it without any forwarding fee, which js 
customary with the other brokers. 

Mr. THompson. Do you know of any Government agency that does 
pay a forwarding fee? 

Mr. Lusk. No, I do not. 

Mr. Tuompson. if a Government agency receives a service of valu 
from you as a forwarder, do vou think that vou should be compensated 
for this service? 

Mr. Lusk. Yes, | do. 

Mr. THomeson. For what reason have you not received payment 
from the Government? Did vou offer these services free because of 
competition? 

Mr. Lusk. No. I didn’t. I think the Government stated that that 
was their basis of handling the shipment. As an example, one of tly 
Government agencies wrote me and asked me if 1 would like to be o1 
the list to receive these shipments, and I looked over the informatio: 
on there and it had that you had to pay for any postage in mailing 
the shipment off and I wrote them back and told them I thought th: 
Government ought to have money enough to pay for their ow 
postage; and they wanted to know if I wanted to be on the list anc | 
never answered it. So later on, they sent me some shipments, and | 
went ahead and handled it. At that time they had eliminated that 
particular clause in there where they say that they won’t pay thei 
own postage. 

Mr. TuHompson. Which department of the Government was thus? 
Was it Agriculture? 

Mr. Lusk. It was the General Services Administration. 1 also 
have a letter from them complimenting me on the way in which | 
handled it. Would vou like to see it? 

Mr. THompson. No, sir; I am sure that vour services are of th 
highest quality. The port of New Orleans has always maintained 
the highest quality of all services. What I am trying to obtain fron 
vou is the extent to which the Government agencies use forwarders 
in New Orleans, whether or not any Government agency pays a fe 
for this forwarding service? 

Mr. Lusk. I don’t know of any. 

Mr. THompson. And in your opinion you believe the Governmen 
should pay a forwarding fee? 

Mr. Lusk. It should, ves. 

Mr. THompson. Would vou have any criticism to make of thi 
method by which Government agencies select forwarders? 

Mr. Lusk. Well, I know that the Army and Navy and Agricultur 
Department, and several others, ship thousands of tons throug! 
here, and I think we are one of the oldest forwarders here and 
have never received any advice from them that we were on the 
or were to get any of the shipments. I don’t know if it is necessari| 
criticism. 
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Mr. THompson. Have you made a formal application to be placed 
on the list of any of these agencies? 

Mr. Lusk. No, I have not. That might be the reason. 

Mr. THompson. Very possibly, I can see that if you did not request 
it they would not add you to the list. In the case of, say, the Depart- 
ment of Agriculture activities, where there are many shipments going 
out, do you think their method of selection of forw arders is adequate, 
fair, and reasonable? 

Mr. Lusk. Well, it seems that a lot of very small forwarders have 
been getting some very nice shipments. I could not pinpoint it, but 
whether they get it through political means, I would not know. 
| know that some of them, it may be just a one-man organization, 
and they would receive some very large shipments from the 
Government. 

Mr. THompson. How would you suggest that this business be 
distributed? Do you have any suggestions about it? 

Mr. Lusk. Well, that is hard to say. I think they ought to give 
everybody a chance. They certainly ought to give the larger or 
responsible forwarders the equal chance with the small ones. 

Mr. THompson. I would agree with that. 

Do you have any questions, Mr. Chase? 

Mr. Cuasre. No. 

Mr. THompson. Congressman Davidson? 

Mr. Davipson. No. 

Mr. THompson. Do you have any questions, counsel? 

Mr. Warren. Mr. Lusk, do you believe that the fact alone you 
are nominated by a shipper to receive brokerage from an ocean 
carrier perfunctorily entitles you to brokerage without any question of 
whether or not it is earned? 

Mr. Lusk. I think I answered that before: That we do perform 
service to the steamship lines in securing new business and that has 
been customary for some time and I think the forwarders are entitled 
to that brokerage. 

Mr. WARREN. So, in effect, sir, aren’t vou Stating that brokerage 
is earned in every case? 

Mr. Lusk. What is that? 

Mr. Warren. Then, in effect. aren’t you stating that brokerage is 
earned in every case, and it should not be questioned? 

Mr. Lusk. I think it is earned. There may be some instances. but 
it has been my experience from the brokerage I do receive that way 
that I think I earn it. 

Mr. Warren. For the general services that you perform? 

Mr. Lusx. Whether everybody does it, I could not say, but | 
believe all our associations are very conscientious in assisting the 
steamship lines. 

Mr. Warren. Do you believe, Mr. Lusk, that the principal reason 
for diversion of cargoes from this port to South Atlantic ports is 
caused by the free forwarding services performed? 

Mr. Lusk. That is the main reason. Of course, as brought out 
before, they give free storage rates and long periods of time without 
assessing any fees, 60 days, 90 days, sometimes. 

Mr. Toompson. Who bears the expense of that free storage, 
Mr. Lusk? 

Mr. Lusk. I imagine the ports in the South Atlantic. 
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Mr. Tuompson. Well, I was told that the carriers owned very few 
of the storage facilities, that railroads owned them. 

Mr. Lusk. Possibly the railroads. I couldn’t say offhand. 

Mr. Txuompson. I wondered if there was some system of prorating 
the cost of this free service. You do not know? 

Mr. Lusk. No. 

Mr. Warren. Mr. Lusk, do you believe that there is any function 
which you perform for ocean carriers that you do not have to perform 
for your client, the exporter or shipper, which is necessary to the 
handling of an export shipment? 

Mr. Lusk. State that again, please, sir. 

Mr. Warren. Is there any function, sir, that you perform for ocean 
carriers which you do not have to perform for your client, the exporter, 
in connection with the export shipment? 

Mr. Lusx. Which I do not have to perform for the shipper? 

Mr. WarREN. Yes, sir. 

Mr. Tuompson. Do you do any service for the carrier which is a 
service only to the carrier and not the shipper? 

Mr. Lusk. Well, we solicit shipments all throughout the United 
States. That is for the carrier. Of course it helps us, too. We have 
to. Weare not paid a salary. We are on commissions and if we don’t 
hustle we don’t get the commission. 

Mr. Warren. Do you charge the shipper for the execution of a 
bill of lading, sir? 

Mr. Lusk. We charge him a regular forwarding fee which includes 
the various documents, including all documents necessary. 

Mr. Warren. Does that include the bill of lading? 

Mr. Lusk. Well, we give it to him, yes, but we really make it up 
for the steamship line. 

Mr. Warren. Do you charge the shipper for execution of the bill of 
lading? 

Mr. Lusk. Not specifically. 

Mr. Warren. Do you indirectly? 

Mr. Lusk. No, not indirectly. 

Mr. Tuompson. Mr. Lusk, we appreciate your being here this 
morning. Your statement will be given thorough study, and we 
appreciate the comments you have made and the questions you have 
answered. 

The committee will recess now until 2 o’clock. Then, we will hear 
further witnesses. 

Mr. Lusk. Thank you, sir. 

(Whereupon, at 11:57 a. m., the hearing was recessed, to reconvene 
at 2 p. m., the same day.) 


AFTER RECESS 


Mr. Tuompson. The committee will come to order. 

We have with us Mr. Spedden of the T. R. Spedden Co. 

Would you identify yourself for the record, sir, and give whatever 
statement vou might have prepared. 
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STATEMENT OF T. R. SPEDDEN, OWNER, T. R. SPEDDEN, EXPORT 
FREIGHT FORWARDERS 


Mr. SpeppEN. My name is T. R. Spedden, sole owner of the freight 
forwarding firm of T. R. Spedden. I have been connected with the 
port and shipping interests of New Orleans for 37 years, the last,18 
being devoted to the export freight forwarding business. 

I am a member of the board of directors of International House, 
the New Orleans Board of Trade, Ltd., and the Traffic and Trans- 
portation Bureau of New Orleans, an ex-member of the board of 
directocs of the Chamber of Commerce of the New Orleans Area and 
chairman of its foreign commerce committee, also ex-member of the 
board of directors of Propeller Club of U. S. A., New Orleans branch, 
ex-member of the foreign commerce committee of the Chamber of 
Commerce of the United States, and ex-chairman of the foreign com- 
merce committee of the New Orleans Board of Trade, Ltd., as well as 
chairman of the committee on relations with steamship lines of the 
Forwarding Agents and Foreign Freight Brokers Association of New 
Orleans. This information is given to you so that you will be familiar 
with my background. 

Public Law No. 498, the Bland Freight Forwarding Act, was 
approved on March 14, 1942 , at a time when the United States was 
at war, when every freight forwarder in the country was faced with 
the possibility that his business would be completely stopped. As a 
matter of fact, this was almost the case with the exception that 
business with Latin American countries was continued, it being neces- 
sary to reroute all shipments from the Atlantic coast to gulf coast 
ports for this purpose. 

For the record, it might be mentioned that, in order to remain in 
business, overnight some 60 forwarders moved their offices from New 
York to New Orleans. 

Could I break in there to make a remark? 

Mr. Tuompson. Please do. 

Mr. Speppen. In that connection, you can imagine the effect of 60 
forwarders coming overnight to New Orleans when we had only 
about 25 or 30 here at the time. So, in order to prevent gouging, 
holdups, and so forth, the Freight Forwarders Association of New 
Orleans filed with the State of Louisiana through the Dock Board a 
tariff of minimum charges so that shippers could do business through 
the port in wartime without being held up. 

Mr. Tuompson. In that connection, did they set maximum charges? 

Mr. Speppen. Minimum—the minimum at which the work could 
be done, and the local freight forwarders agreed to do it at those rates. 

Congressman Bland in his wisdom realized that when the war 
ended it would be necessary for the private freight forwarders, in 
order to regain their business, to handle certain Government ship- 
ments, and, as a matter of fact, such business was handled most 
successfully from the end of the war up until 1950 when the Military 
Sea Transportation Service was created and a large portion of the 
Government business, especially that of the Army and Navy, was 
taken away from the private freight forwarders, notwithstanding the 
provisions of the Bland Freight Forwarding Act. 

Those of us engaged in the forwarding business who had handled 
shipments for UNRRA, ECA, MSA, WSA, and various foreign mis- 
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sions, as well as other Sepa of the Government, were of the 
opinion that the MSTS, in depriving forwarders of this Government 
business, were acting in direct violation of this law. Nevertheless, 
it has been impossible up to the present time to change this situation. 

In any event, the Government business handled by forwarders 
should be considered as only the sideshow. 

The main business of the legitimate foreign freight forwarder is to 
promote foreign trade and handle shipments for manufacturers, ship- 
pers, and exporters. Export forwarding entails a maze of exacting 
formalities that must be rigidly respected. Every foreign country 
has its own array of regulations that are subject to frequent current 
changes. Rates, routes, stowage, and sailings are additional items 
that afford much leeway for good or bad judgment. Faulty docu- 
ments and clearances sometimes reap a harvest of trouble that is 
annoying, far-reaching, and expensive. 

To become familiar with and keep posted on all this detail is an 
accomplishment that is not acquired in a short time. It takes years 
to get ground into automatic accuracy. 

For this reason most of the large manufacturing plants who do an 
export business engage the services of a freight forwarder because 
usually the assumption of such a highly specialized endeavor by an 
export department of a manufacturing plant is as disastrous as a 
sideline to a salesman already carrying a full line. It just gums up 
the main issue and hampers the real job of a good export manager with 
annoying details at no appreciable savings of overhead. 

As a matter of fact, the export department of an exporting firm 
cannot be expected to give these exacting details the same intelligent 
and correct attention they will receive from a forwarder who has taken 
vears to develop a highly trained staff of executives thoroughly 
schooled in every phase of export and import shipping. 

While foreign freight forwarders have been regulated since the 
issuance of General Order No. 72 of the Federal Maritime Board in 
1950, the regulation imposes duties upon them but offers no statutory 
aid whereby they may secure a fair rate for their forwarding services. 
Thus forwarders suffer all the disadvantages of governmental regula- 
tions with none of the advantages. 

In my opinion, a forwarder should not be registered by the Federal 
Maritime Board unless it is determined that he possesses the necessary 
experience and financial responsibility for such work. Under the 
present system anyone can apply to the Federal Maritime Board for a 
registration number and secure same within a short length of time, 
and set himself up in business regardless of the fact that he may not 
be qualified for such work. 

When such conditions exist, you can readily appreciate the fact 
that many things detrimental to the forwarding business and to the 
foreign trade of the United States can occur. 

In New Orleans we have an association of freight forwarders that 
was established in 1918, consisting of 27 members, and I have no 
hisitancy in saying that the business of these 27 members is conducted 
in a manner that is satisfactory to everyone with whom they do 
business, and as far as I have been able to ascertain, there has been 
no criticism by any Government agency of any member of this asso- 
ciation. The abuses and questionable practices previously brought 
out by testimony before your committee in Washington and in San 
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h rancisco certainly do not apply to New Orleans, insofar as the mem- 
bers of our association are concerned 

There can be no separation between an export freight forwarder 
and an ocean freight broker. As a forwarder he represents the 
shipper of merchandise to a foreign destination and as an ocean 
freight broker he solicits business for all the steamship lines, and the 
commission paid in the form of brokerage is very small in comparison 
with the service rendered. 

Most freight forwarders could not exist unless they received both 
forwarding fees and broker rage, and the payment of brokerage, which 
has been a common practice throughout the world, has been instru- 
mental in promoting the American merchant marine. The prepara- 
tion and processing of a bill of lading is, by law, a function of the 

‘arrier, and when done by a forwarder it is a service to the carrier, 
oud one of the services which is rendered in return for the payment 
of brokerage. 

It has been asked in previous hearings what is the definition of 
‘brokerage.”’ I believe that brokerage can be defined as compensa- 
tion paid by a carrier to a freight broker-forwarder for securing cargo 
for a vessel, as well as for performing many services in connection 
with a shipment, which are all of benefit to the carrier. 

In my opinion, the investigation now being made by your committee 
ought to be aimed at marginal forwarders rather than legitimate 
forwarders, the marginal group being made up of two classes: Sub- 
sidiaries or dummies of companies that are large shippers for the 
purpose of securing brokerage, which really amounts to a rebate on 
freight bills, and persons or firms on the fringe of the industry who cut 
ihemselves in on brokerage without contributing anything at all t 
the conduct of the business. 

The legitimate freight forwarder renders valuable service in the 
industry, both to shippers and to carriers, i is entitled to compensa- 
tion therefor. Thus shipping is little, if any, different from most 
industries where the role of the good go- a ‘tween is well recognized. 

In shipping, as well as many other industries, there has appeared a 
tendency to corrupt the role of the honest broker in one way or 
nother. 

You will no doubt remember the stockbrokers of the twenties 
who dabbled in and manipulated securities, and the influence ped- 
dlers in Washington of yesterday and today. 

Generally speaking, the best way to remedy these unfavorable 
situations is for the legitimate brokers to cooperate with the Govern- 
ment and the lawmakers to formulate rules of procedure under which 
ithe racketeers would find it difficult to operate. Insofar as the mem- 
bers of the Forwarding Agents and Foreign Freight Brokers Association 
of New Orleans are concerned, we can assure you we are always ready 
to cooperate with the Government in any matters that will tend to 
enefit the industry. 

In conclusion, I wish to state that in New Orleans we have a very 
fine situation, and we are not faced with the problems that exist at 
North Atlantie and Pacific coast ports. We cooperate with the 
Government, the inland carriers, the freight conferences, the steam- 
ship lines and the shippers, and when difficult situations arise, the 
voblems confronting us can usually be solved. 
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We do believe that the Federal Maritime Board should tighten up 
on their regulations, insofar as issuing registrations are concerned 
and we think that this Board should make a thorough investigation 
of all applicants and not issue a registration number unless the, 
believe that the applicant is fully qualified, both from a standpoint 
of experience and financial ability, to enter the freight-forwarding 
business. 

Mr. THompson. Does that complete your statement, Mr. Spedden? 

Mr. Speppen. There is one thing, Mr. Chairman, which I would 
like to submit. It is an editorial from the New York Journal of 
Commerce, dated September 30, 1955, and it is entitled ‘Forwarder 
Problems.”’ If you would want me to read it, I would do so. 

Mr. THompson. Would you file it for the record. You might giv: 
the gist of the editorial. 

Mr. Spreppen. I will read some portions of it. 

The foreign freight-forwarding industry is one beset with many acute problems 
that make the task of conducting operations on a profitable level considerably 
more complicated than in the average service industry. 

Competition for business is extremely keen and, since several types of servict 
are involved, forwarders frequently have negotiated prices on one type of opera 
tion at or even below cost in the expectation of charging enough on another part 
of the same transaction or earning a brokerage commission from the ship line to 
make the operation worthwhile. 

The only requirement made of foreign freight forwarders at the present time is 
that they register with the Federal Maritime Board. The FMD, in turn, makes 
no effort to determine whether the registrant is financially responsible, experienced, 
or of good business reputation. 

Some legislation is going to be introduced by a certain group, | 
understand. That is not necessary to read. 

The last paragraph ends as follows: 

We hope that in the months ahead sight is not lost of the fact that correctio 
of certain practices is both desirable and essential. Unless the industry can 
get together on a workable proposal for presentation to Congress, the old systen 
of competing on the basis of price instead of service is going to continue. Othe 
forms of transportation have learned over the years that the latter method is the 
better. The forwarding industry shortly must decide which course it will take. 

I would like to file it. 

Mr. Tuompson. It will be made part of the record. 

(See appendix printed as supplemental to the hearings.) 

Mr. THompson. Mr. Spedden, in your opinion what is the attitude 
of the steamship companies in regard to the importance of the service 
freight forwarders render to carriers? 

Mr. Spseppmen. What is their importance? 

Mr. THompson. No, what is their attitude toward forwarders 1 
connection with the payment of brokerage? 

Mr. SpeppEN. The attitude of the steamship lines in the gulf has 
always been very favorable to forwarders. I should say they have 
been back of us 100 percent at all times. There have been no discus- 
sions of any troubles between the steamship lines and the forwarders 
down here. 

Mr. THompson. You mentioned in your statement that much of 
the Government business was taken away from private freight 
forwarders, notwithstanding the provisions of the Bland Forwarding 
Act. Would you care to say which section of the Bland Forwarding 
Act specifically mentions this problem? 
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Mr. SpeppEN. I cannot quote the section, except that it specifically 
mentions the fact that private forwarders should handle all business of 
the Government with the exception of military cargo. 

[ think you will find that in the act. 

Mr. THompson. You mention further that: 

Those of us engaged in the forwarding business who had handled sbipments 
or * * * these various Government agencies * * * and various foreign mis- 
sions, a8 well as other departments of the Government, were of the opinion that 

ie MSTS, in depriving forwarders of this Government business, were acting in 
direct violation of this law. 

Mr. SpeppeNn. Yes. I think I have the Bland Act here somewhere 
if I can find it. 

Mr. THompson. That is a very positive and direct statement. I 
would like to have for the record your interpretation of it because it 
is a 

Mr. SpeppEN. We have, I believe, and the record has copies of 
letters C ongressman Bland wrote to the Secretary of the Navy and 
the Army, as well as to Senator Vandenberg and the Secretary of 
State, and those letters specifically stated that in Congressman 
Bland’s opinion the Government was violating the law by not allowing 
private freight forwarders to handle Government business that was 
not of a military nature. 

Mr. THompson. Of course, this committee has been created for 
the purpose of seemg whether or not our existing statutes will need 
modification. 

When you state that these activities are in direct violation of existing 
statutes, there might be a difference there in the opinion of Mr. Bland 
as to what he thought should occur and the specifications of the 
statute that he passed. 

Mr. SpeppEen. J only quote Mr. Bland because he was the author 
if the bill, and I think he knew what he was doing. 

Mr. THompson. In other words, the intent of Mr. Bland might be 
stated in the statute on the record now. 

Mr. SpreppeNn. As a matter of fact, Mr. Bland was in New Orleans 
and met with our association, and told us definitely that that was the 
intent of the bill. 

Mr. THompson. I am quite sure that Mr. Bland intended that if 
ie told you, but I think that for the record we should have a state- 
ment from you as to which section of the Bland Act was violated, if 
any. 

Mr. SpeppEN. When I tell you that, it is my opinion. It may not 
be somebody else’s opinion. 

Mr. Warren. Of course, Mr. Spedden, this committee will certainly 
iake into cognizance the legislative history of the Bland Act. This 
ommittee’s purpose is to reappraise the situation and to determine 
whether forwarders as a matter of right should participate in all 
(;overnment shipments. 

Mr. Sprppen. | understand that, and we are glad the committee 
vas created. As a matter of fact, the failure of the Bland Aci or the 
failure of the Maritime Board, not enforcing the provisions of the 
Bland Act, has been very detrimental to all the forwarders. 

Mr. Warren. Is it your opinion that all Government agencies 
should be required to use freight forwarders on economic aid ship- 
nents? 
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Mr. Speppen. My opinion? 

Mr. Warren. Yes. 

Mr. Speppen. Absolutely. 

Mr. Warren. Including the Department of Defense? 

Mr. Speppen. Yes. 

Mr. Warren. Let us forget the Bland Act. 

Mr. Speppen. Of course | believe it because I believe that private 
business can do anything better than the Government can. I even 
think they could run the post office better. Of course, that is not 
possible. I realize that it is not possible, but I still think private 
business is better qualified and could do it more economically than th. 
Government. 

In 1948, the Army, before the MSTS came into existence. decided, in 
accordance with the provisions of the Bland Act, to use private for- 
warders at New Orleans and other parts of the country on all of their 
shipments abroad consisting of civilian goods. They selected their 
own forwarders based on. ] presume, ability, 
integrity, 

Our own firm handled some 43,000 tons of freight for them over 
a period of roughly 3 to 5 months. We never had one complaint 
The commanding officer, after it was finished, said it was a well done 
job, it worked perfectly, did not cost the Army 1 cent. We, of course. 
received brokerage from the lines. 

Mr. Warren. Mr. Spedden, on these shipments, did you perform 
what is considered to be the traditional forwarding and brokerage 
function? 

Mr. Speppen 

Mr. Warren 
Mr. Speppen. We did more for the Army than for private business 
Mr. Warren. Did vou secure or obtain cargoes? 

Mr. Speppen. No. they had the cargo. 
a 
u 
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financial standing and 


For the Army? 


Yes, 


Mr. Warren. The Government had that? 

Mr. Spepp) That is right. 

Mr. Warren. But you performed other services? 

Mr. Speppen. We took it from the time it arrived in port by rail 
and handled it until it went abroad 
extensive. 

Mr. THompson. Who paid for those services? 

Mr. Speppen. The only payment we received was from the steam- 
ship lines, the brokerage. 

Mr. Tuomprson. Do you feel that the Government should pay a 
proper fee for forwarding services? 

Mr. SreppEn. In the case of the Government, where they hav: 
unusually large shipments to handle and, of course, you have to take 
the bitter with the sweet in this business and there are some small 
ones—TI think the brokerage fully com 


pensated the forwarder for the 
work he did because most of the work done in that connection was per- 


formed for the steamship line, such as preparation of bills of lading 
dock receipts, export declarations, and that is all a steamship liability 
Mr. Warren. An export declaration is a steamship liability? 


Mr. Speppen. You cannot load the cargo without it, until it is 
passed. 


, and the duties performed were 


Mr. Warren. In representing a shipper, must. not you, if you 


properly represent that shipper, prepare and file with customs an 
export declaration? 
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Mr. SpeppEN. Every shipment going abroad must have an export 
declaration before it can be loaded aboard a vessel. 

Mr. Warren. Is it not your responsibility under the agency you 
have with the exporter to file the export declaration with customs? 

Mr. SpeDDEN. Certainly. 

Mr. WarreEN. You are not liable to the carrier? 

Mr. SpeppEN. But the carrier cannot load without it. 

Mr. WarreEN. The carrier benefits? 

Mr. SpeppEN. Exactly. 

Mr. Warren. But it is not the responsibility of the carrier to file 
the declaration? 

Mr. SpeppEN. He would have to do it to load the freight. 

Mr. THompson. That would be in cases where carriers acted 
forwarders? 

Mr. SpeppEN. That is right. 

Mr. THompson. But the responsibility lies with the shipper? 

Mr. SpeppDEN. To pass his export declaration, of course. 

Mr. THompson. You mentioned that for a large corporation or any 
manufacturing plant in the export business to assume the specialized 
endeavor of freight forwarding would be like a salesman taking on a 
side line. 

Mr. SpeppvEN. Right. 

Mr. THOMPson. You make that statement even though the well- 
known fact is that many of our major corporations have their own 
export departments and do all of the necessary work in connection 
with exports? 

Mr. SpeDDEN. That is absolutely true, and those people employed 
in that export department are in the same category as a forwarder; 
otherwise, they could not be in it. 

Mr. Tuompson. Then, any manufacturing company could hire 
you, if you were so disposed, as an employee or head of a section? 

Mr. SpeppEN. That is possible; yes. 

Mr. THOMPSON. Many of them do. 

Mr. SpeppEN. Some of them do but, as I say, the question is cost, 
whether it is cheaper to do your own forwarding or have a forwarding 
agent. Of course, in most cases, manufacturers located in the interior 
have no port office and they find it more economical to have a forward- 
ing agent. 

Mr. THompson. Very true. 

Have you solicited without success the business of any large cor- 
poration which has a traffic or an export department? 

Mr. SpeppEN. What do you mean, ‘without success’’? 

Mr. THompson. Where you did not get the job, where they, in 
their determination, decided that they could do it cheaper or better 

themselves? 

Mr. SpeppEN. I do not recall of any I have solicited because | 
would not go to one if 1 knew that in advance. 

a THompson. Do you know of any large corporation in the area 

New Orleans, which corporation exports and which corporation 
mé sinneee its own forwarding and export department? 

Mr. SpeppeEn. I can give you a list which I prepared, as I told 
counsel I would yesterday, of prominent manufacturing plants and 
exporters in the New Orleans area that are located at the port and 
still have a forwarding agent do their work. 
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Mr. THompson. I was not speaking of those. I was speaking of 
those who do their own forwarding activities. 

Mr. WarreEN. At the port. What do you do for those people? 

Mr. Speppen. You are asking something different from what you 
have been asking. Give it to me again the way you asked it. 

Mr. THompson. Let us finish my question first. 

Merely to get the record complete, in your experience as a forwarder 
do you know of any large exporters who handle all of their own 
activities in connection with securing space, and bills of lading, declar- 
ations, but who nevertheless nominate a fr eight forwarder to receive 
brokerage? 

Mr. SpeppEN. Oh, sure, a lot of them do. 

Mr. THomrson. Do you receive any brokerage under those cir- 
cumstances? 

Mr. SpeEppDEN. Yes. 

Mr. THompson. What services do you perform for such companies? 

Mr. Speppen. I will try to tell you. I have traveled all over the 
world almost, particularly through Argentina, Brazil, Uruguay, 
Venezuela, Trinidad, Jamaica, and other countries, as well as to the 
Middle West and other ports of the country, soliciting business for 
myself first and for the port of New Orleans Second, and every steam- 
ship line, railroad, barge line, as well as other port facilities benefit 
therefrom. That is the service we render as brokers. 

Mr. Warren. And you render it for yourself, too? 

Mr. Sreppen. And for myself, too. 

Mr. THompson. And in securing work, you usually collect fees 
for a specific job? 

Mr. SpeppeN. That is right. 

Mr. THompson. Going out as an emissary is a fine thing, and I 
know that it has been done. You have done it, and it is a wonderful 
thing for the people engaged in making this a better port for better 
business. 

However, in a specific case where you have been designated as a 
forwarder for a specific shipment by a corporation which does all of 
its forwarding functions, what services would you then perform for 
this fee which you receive by nomination? 

Mr. Speppen. Mr. Chairman, you are from Louisiana. 

Mr. Tuompson. I certainly am. 

Mr. SpeppEn. So am I, and you would call it maybe lagniappe, 
if there is such a word as that; but I would say that we do not have to 
perform for the man that nominates us. He does not pay it. The 
steamship line pays the brokerage, and it has a right to either pay or 
not, and it would not pay out something unless benefited therefrom. 

Mr. Warren. Do you think that they. have a choice? 

Mr. Speppen. Certainly. 

Mr. Warren. Do you know of any case of a carrier in this area 
who has refused to pay it? 

Mr. Speppen. I know of none but I think Mr. Allen has one. 

Mr. Warren. Do you not think that the facts stand for themselves? 

Mr. Speppen. Until recently steamship lines serving the West 
Indies and Central America did not pay brokerage. It is only recently 
that some of the Latin lines started to pay it at all. 

Mr. Tuompson. This committee will not take a position before these 
hearings are over that brokerage or forwarding fees are something 
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improper. The committee is trying to determine to what extent your 
services are of benefit to a shipper, and to what extent they are of 
benefit to a carrier. 

Mr. Speppen. Well, of course, as I contend, the carrier gets the 
benefit from brokerage payments. He pays the money out and in the 
long run the dollars he pays in that connection will do him a thousand 
and one times more good than the same money spent in advertising 
in a periodical. 

Mr. THompson. Suppose he refused to pay it then. If you have 
the power to do him so much good, is there any possibility that a 
forwarder might do the carrier harm? 

Mr. Speppen. I do not think that anybody would go that far 
because, after all, a freight forwarder is in a position of trust. We 
represent shippers, many of them, and we could not divulge to one 
what we are doing for the other because we handle the same kind of 
commodities for several different shippers. 

Now, when ships sail and cargo is booked for them, it must go. 
You cannot withhold a shipment. In our business we book 90 per- 
cent of our freight and maybe more, and we book it on the steamer 
that is in position to handle the freight when it is delivered or when 
it is supposed to be delivered. 

Mr. Eueuneny, Do you place any shipments on foreign freighters? 

Mr. SpeppEN. Oh, sure. 

Mr. T HOMPSON. Have you ever received brokerage fees in excess of 
the standard, accepted rate? 

Mr. Speppen. Yes. 

Mr. THompson. What would be the circumstances? 

Mr. SpeppEN. The circumstances in such cases are as follows: 

In New Orleans the average brokerage fee is one and a quarter 
percent of the freight, which we have always considered satisfactory. 
We have never asked for more from anybody. That is our standard 
and we are willing to go along, but there are cases where consignees 
in Europe or other places buy FAS, where they control the shipping: 
and where it is booked with outside lines who are not members of 
freight conferences, where the compensation of brokerage is a little 
higher and the freight rate is a little lower, we have nothing to do with 
that. It is routed freight. 

Mr. Tuompson. Actually, you do not book it. 

Mr. SpeppEen. We book it under instructions and sometimes it is 
even specified in letters of credit. 

Mr. THompson. You believe in shipping American? 

Mr. SpeppeEn. We—well, I cannot say that here. That is all right. 

Mr. THompson. Do you know of any forwarders who have ever 
received from a carrier under the American flag an amount in excess 
of the 1% percent which is the accepted scale? 

Mr. Speppen. I do not know of any. 

Mr. THompson. What, in your opinioa, would constitute a marginal 
forwarder? 

Mr. SpeppEeNn. Well, a marginal forwarder, in my opinion, is some 
individual who is selected by a shipper under a subterfuge to act as a 
forwarder, secure a number, and receive the brokerage for that shipper’s 
business. 

Mr. THompson. When he performs no services, or questionable 
services? 
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Mr. SpeppEN. Sometimes none and sometimes questionable. 

Mr. Warren. Are you engaging in that type of practice in any 
instance? 

Mr. Speppen. Not that I know of. 

Mr. Warren. Did you not indicate that you had some clients from 
whom you received brokerage but did not render any specific service 
with respect to their particular shipments? 

Mr. SpeppEeNn. Well, that is answered in this manner: 

I said that brokerage received was beneficial to the steamship line 
and to the port and to other shipping interests. The shipper is a 
part of this port. He wants steamer services. He wants lower rates. 
He wants all these things available so that he can ship and stay in 
business and compete with other ports. That is the service we 
render for the shipper. 

Mr. THompson. In some cases you have done the same thing as is 
commonly practiced by what is called a marginal forwarder? 

Mr. Speppen. Well, that is not the same ‘thing. There are legiti- 
mate freight forwarders, of which we are one, and all of our cohorts 
are one. 

Mr. THomrson. Cohorts meaning the members of your association? 

Mr. SpeppEN. The members of our association. 

I think that if it were a little more difficult for a party to secure a 
registration number, a lot of this bad practice could be eliminated. 
[t is so easy to get a number. Overnight somebody has one. Over 
1,900 have been issued so far. 

Mr. THompson. What other bad practices are there, in your opinion, 
in the forwarding business? 

Mr. SpeppEeNn. Well, down here, frankly the forwarding business is 
aboveboard. I suppose and I believe that we have the best situation 
of any part of the country. 

You know, in the South you do not have many wildcatters like you 
do in some other sections of the country, and racketeers. You know 
where that emanates from. We do not have that kind of thing down 
here. While you get a bad penny once in a while, as a whole they are 
pretty good. 

Mr. Taompson. How many members are there in your association? 

Mr. SpeppEN. Twenty-seven. 

Mr. Trompson. How many forwarders are there in the area? 

Mr. SpeppENn. Well, you see, New York has a lot of branches 
everywhere. Those boys reach out here and there to pick up a little 
business, and I would say around 75 or 80. 

Mr. THompson. Would you say that you have any marginal 
operators here in the city of New Orleans? 

Mr. SpeppEeN. Yes; I think there are a few. 

Mr. Tuompson. Would you care to give this committee an example? 

Mr. SpeppeNn. Well, I would not want to mention any names. It 
would not be the right thing for me to do, and, forthermore, I would 
not be able to prove it. T only know what I have heard. 

Mr. Tuompson. Do you find that these activities of these for- 
warders, who are perhaps marginal and who, as you stated further in 
your statement, may be racketeers, are impeding normal progress and 
prosperity of, as you say, the legitimate forwarders? 

Mr. SpeppeN. Yes; considerably, sir. 

For instance, there are certain forwarders that merely exist on a 
little Government business handed out to them. They have no place 
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within the freight forwarding business. They do no good for com- 
merce at all. They just hound the Government office to get a ship- 
ment here and there, and it helps nobody; whereas, if the legitimate 
forwarder were getting that business along with his other business, it 
would be very helpful to him. 

Mr. TuHompson. Using the word ‘‘marginal” as you did, how many 
marginal forwarders would you say there are in the port of New 
Orleans? 

Mr. SpeppEN. That would be hard to say because a lot of people 
have firms here that I have never heard of. I do not know what 
they do. They have a home address and maybe a telephone. At 
least some of them do. 

We have had people from the Maritime Board come here and we 
have given them these names and said, ‘‘'Go and call on them and see 
if they have the proper setup and if not then go back to Washington 
and eliminate them from the list.” 

sut, so far as | know, none has been eliminated. 

Mr. Warren. Do you know of any dummy situations where 
rebates are taking place? 

Mr. SpeppEen. While I used the word “rebate’’ in my statement, 
that would be difficult to prove, but I have heard of many situations 
where a company has their own export department, not down here 
necessarily; but where a certain forwarder will get all the brokerage, 
no matter where it goes out of the United States. 

Tompson. In your opinion, that is a bad practice? 

Mr. Speppen. In this case, because he is not a legitimate forwarder. 

Mr. THompson. He has not done the echelon duties that perhaps 
he would have done had he been in business over the years? 

Mr. Speppen. Right. 

Mr. Davipson. Mr. Chairman? 

Mr. THompson. Proceed. 

Mr. Davipson. You referred to racketeer forwarders. What do 
they do that you would characterize as racketeering? 

Mr. Speppen. Well, you know in New York—I will have to men- 
tion New York. I did not intend to because you have not had your 
hearing up there yet—you can find most anything. It is a big city 
and a lot of the forwarders in business up there originated in southern 
Kurope. They will do things that are just not aboveboard. That is 
all. I am not mentioning any names because I would not be qualified 
to mention some of them. 

Mr. Davipson. I do not want names, but I want to know to what 
vou are referring. You generalized extensively and did not answer 
ny question. 

My question is: What is the practice in which they indulge which 
vou characterize as racketeering? 

Mr. SpeppEen. Well, they would make a booking, for example, at a 
certain rate, and when the booking is returned to the ste amship line 
the rate may be changed and reduced, therefore doublecrossing the 
steamship line as well as the shipper they booked for. I have seen 
that happen. 

Mr. Davipson. You mean that they would deliberately tell the 
shipper that the rate was one thing and then, when the shipper gets 
ready to send his merchandise to that carrie r, it is another thing? 
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Mr. SpeppEN. That is right; in other words, if some of those fellows 
make a , booking. 

Mr. Davipson. Would he then secure the cargo? 

Mr. SpeppEN. Sometimes he would, if the steamship line agreed 
to accept that reduced rate he was asking for. 

Mr. Davinson. Is that racketeering? 

Mr. SpeppEN. I would think so. 

Mr. Davipson. Do you have any specific instances of that? 

Mr. Speppen. I have heard of that. 

Mr. Davipson. This is all hearsay that you are giving us? 

Mr. Speppen. | think so. Maybe the steamship lines, when they 
testify, can give better information on that. They are better qneren. 
Mr. Warren. Can you furnish us confidentially with such cases 

Mr. Speppen. I would not. 

Mr. Warren. Can you? 

Mr. Speppen. I do not think I can; no. 

Mr. Davinson. Well, the gentleman says that what he is giving us 

pure hearsay. 

All right. 

Mr. THompson. You mentioned in your statement that, in your 
opinion, the investigation now being made by this committee ought 
to be aimed at marginal forwarders rather than legitimate forwarders. 

Mr. Speppen. That is right. 

Mr. THompson. We know, as you say, it is extremely easy to get 
a registration number under the law, but do you say that it is marginal 
forwarders rather than legitimate forwarders at which this committee 
should aim in its investigation? 


Mr. Speppren. That is right. 

Mr. THomprson. Would you tell me that vou would come before 
this committee and make such a suggestion and yet not tell this com- 
mittee which forw arders, in your opinion, are marginal or illegitimate? 

Mr. Speppen. I could tell the committee that in going through the 
list of registrations I could point out from my experience and knowl- 
edge in New Orleans that certain forwarders are listed and given 
numbers by the Federal Maritime Board and were not, in the sense 
and purpose required, legitimately forwarders. 

Mr. THompson. Will you do that for this committee? 

Mr. Speppen. [| will be glad to do it personally for the committee. 

Mr. Davipson. Will you fortify it with evidence, or do you want 
to set yourself up as an individual who will eliminate certain individ- 
uals? 

Mr. Speppen. I know that they are not real forwarders. 

Mr. Davipson. Have you undertaken to give that commitment to 
this committee that you are going to point out those members regis- 
tered with the Federal Maritime Board who are racketeers? Is that 
what you are telling us? Because, if you are, sir, you are going to do 
it and I am going to ask you to do it. 

Mr. Speppen. I can tell you, and I will repeat to the committee 
again, that there are certain people registered as freight forwarders 
by the Maritime Board that do not conduct a freight forwarding 
business. 

Mr. Davipnson. And you can point them out? 

Mr. SpeDDEN. Yes. 

Mr. Davipson. I am going to ask our counsel to have this gentle- 
man do that. 
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Mr. SpeppEN. I will be glad to give it to you. 

Mr. Davinson. All right. 

Mr. THompson. You mentioned further that one type of marginal 
forwarders who are not operating under the law are ‘‘subsidiaries or 
dummies of companies that are large shippers, for the purpose of 
securing brokerage.”’ Is this type of forwarder active in the area of 
the port of New Orleans? 

Mr. Speppen. No, sir; not in New Orleans. 

Mr. THompson. Where are they active? 

Mr. Speppen. I have heard of them in New York. 

Mr. Thompson. The committee has heard of some. too. I wonder 
if you can add to our information. 

Mr. Speppen. I will be glad to give the counsel the information 
on that the same as I will on the other. 

Mr. THompson. The other type are 
persons or firms on the fringe of the industry who cut themselves in on broker: age 
without contributing anything at all to the conduct of the business. 


ac 


without contributing anything to the port or carrier or shipper? 

Mr. Speppen. That is right. 

Mr. THompson. Whereas, if it is part of an otherwise legitimate 
funetion where business is promoted over the vears, it is legitimate? 

Mr. Speppven. Right. 

Mr. THompson. Do vou have any questions, Mr. Chase? 

Mr. Crass. I might have overlooked this. 

For the benefit of the committee, could you give us a definition of 
what you think an illegitimate or marginal forwarder is? 

Mr. SpeppEN. An illegitimate forwarder is one who has secured a 
registration number from the Federal Maritime Board but who has 
not attempted to really conduct a forwarding business, but who merely 
has a number for other purposes. 

In other words, he has no office set up, he does not advertise or 
vo after business. He doesn’t look for anything in particular in the 
line of freight forwarding. 

Mr. Cuase. That is in the negative, as to what he does not do. 
Necessarily he must have done something. If he did nothing, he would 
be a negative character and you would have no ¢ omplaint against him. 

What does he do that characterizes him as an illegitimate forwarder? 

Mr. SpeppEN. Well, I mentioned that before, I believe. A lot of 
these forwarders get Government business. That is not helpful for 
the forwarding business as a whole for them to get it and not do any- 
thing to deserve it. 

Mr. Cuase. You mean to confine their efforts—— 

Mr. SpepDEN. To one thing, that is right. 

Mr. Cuase. If he confined his activities to other business as well, 
that would be all right? 

Mr. SpeppDEN. Yes. 

Mr. Cuase. If he specializes in Government business, that makes 
him illegitimate? 

Mr. SpeppEN. Or any one firm only. 

Mr. Cuasz. I see. 

Mr. THompson. I can see your point in the overall good that a man 
may do over the years as an emissary or salesman or solicitor of busi- 


The distinction that you make is that they get this lagniappe 
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ness. But, when you come down to a specific case, you are perhaps 
recommending that the old Robin Hood theory should prevail. If 
you do a lot of good, you can do a little that you would condemn some- 
one else for doing if they were not doing a little good. 

Mr. Seeppen. As I tried to explain, the members of the Freight 
Forwarders Association probably handle 85 or 90 percent of the freight 
moving to the port of New Orleans. That leaves a lot of others that 
handle a small portion of the business. The old established firms 
which have been in business, some of them, for 50 or 60 vears should be 
considered useful to the port of New Orleans. Some fellow who just 
sets himself up is detrimental and should not do the business. 

Mr. Davipson. In other words, he competes against you for Govern- 
ment business? 

Mr. Speppen. Right. 

Mr. Davipson. Therefore, he is a racketeer. 

Mr. Speppren. I would not say that. 

Mr. Davinson. You did say that. 

Mr. SpeppEen. No. 

Mr. Davipson. Yes. You have not pointe 1d out to Judge Chase or 
me as yet what it is that this fellow does that you object to, outside of 
the fact that he is small and he solicits Government business. 

Mr. Speppen. We are all small. It cannot be a big business. 
The forwarding business is an individual, small business. We all have 
accounts that we have to handle. I say that this fellow does not do 
anything to promote commerce because he does not handle any private 
business. That is all. By taking the Government business, it is that 
much taken away from the legitimate forwarder who does go out and 
get private business. 

Mr. Davipvson. That is the full extent of the racketeering to which 
vou referred? 

Mr. Sereppen. That is right. 

Mr. Davipson. That is all you meant. by “racketeering’’? 

Mr. SegeppeEN. That is right. 

Mr. Davipson. I think that your language was a little strong. 

Mr. SpeppEN. Maybe so. 

Mr. THompson. Do you have any recommendations as to how the 
Government could better apportion their nominations of forwarders? 

Mr. Speppen. Well, of course, I admit that it is a difficult thing 
to do. But, on the other hand, I would select my forwarders just 
like I would my banker. You would not go to some small bank if 
you had a million dollars to put up. 

Mr. THompson. I do not know. I am a small-business man. 

Mr. SpeppEN. I am, too. 

Another thing I mean is this: That certainly everybody establishes 
in due course in his own territory some sort of reputation—good, bad, 
or indifferent. Now, when you go to a store, you go there because he 
has your goodwill. That is all goodwill is—a place where you return 
to where you have been satisfied. 

The forwarding business is no different from anything else. You 
are merely selling services. 

Mr. THompson. I assure you that this committee wants all of the 
information it can get. But, if we get statements based on hearsay- 
and you have to in this type of forum classify statements such as the 
one about racketeers as hearsay—there is nothing that we can go on. 
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The only way that this committee can satisfy the needs, either by 
legislation or by recommendation to the Maritime Board, is to get 
facts, not hearsay. 

Do you restrict membe ‘rship to your associ: ition? 

Mr. SpepDDEN. No, sir. 

Mr. THompson. Any of these others could join? 

Mr. SpeppEN. Yes, sir. 

Mr. THompson. You have mentioned that all of the members of 
your association are legitimate? 

Mr. SpeppEN. Yes, sir. 

Mr. THompson. Why have some of these others not come in? 

Mr. SpeppEN. Maybe they do not want to join something which is 
legitimate. That may answer vour question. 

Mr. THompson. I will be very interested in seeing the list in which 
you will point out those forwarders that you say are not legitimate. 

Mr. SpeppeNn. That is right. 

Mr. THompson. How many employees do you have? 

Mr. SpeppEN. We have about nine in my office now. 

Mr. THompson. Do you operate as a corporation? 

Mr. SpeppEN. No, sir, as an individual. 

Mr. THompson. You have nine employees? 

Mr. Speppen. That is right. 

Mr. Tuompson. Do you have operations in any port other than 
the city of New Orleans? 

Mr. SpeppEen. We have agents in all ports where we do business. 
Other forwarding agents represent us at Houston, Mobile, and San 
Francisco, and so forth. 

Mr. THompson. How do you compensate them for services? 

Mr. SpeppEN. We have only one system and we do the same thing 
for them. 

When we handle a shipment in New Orleans for any forwarder 
from some other port, we receive our full forwarding fee from that 
forwarder and 50 percent of the brokerage, and then, when they 
handle anything for us in their city, they do likewise. 

Mr. THompson. Do you have any such relationships with any 
forwarder in the South Atlantic ports? 

Mr. SpeppEN. Yes, sir. We have one in Charleston. That is 
the way we work, on that basis. 

Mr. THompson. What is your opinion about the discrimination 
that exists, according to the testimony this committee has heard, in 
relation to the South Atlantic ports and shipments being diverted 
from the New Orleans or Lake Charles area? 

Mr. SpeppeEN. That is along story but I can give you some informa- 
tion about it. 

This is a case where the shipper located in the Midwest has a New 
York forwarder to handle all his business, no matter from which port 
it goes, and he instructs the New York forwarder to ship it to any port 
he sees fit. It happens that the inland freight rate from this point of 
origin is the same to Savannah or Charleston as it is to New Orleans. 
If that forwarder in New York comes to New Orleans with the ship- 
ment, he would have to pay us our regular forwarding fees and 
least 50 percent of the brokerage. But he does not do that. He 
xoes to Charleston or Savannah, where he gets the steamship line to 
pass the export declaration, the bills of lading are prepared by him in 
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New York, and surrendered to him upon payment of freight in New 
York by the steamship agent’s office in New York, and thus he retains 
his entire forwarding fee as well as 100 percent of the brokerage. 
That is why. 

Mr. Tuompson. What type practice would you call that? 

Mr. Speppen. That? Well, I can’t give you any particular name 
for it but it certainly hurts the port of New Orleans. 

Mr. Tuompson. That is, in your opinion, racketeering or just close 
business? 

Mr. Sprppen. That is close business, of course. I would not say 
it is racketeering, but that, plus the excess free time that they get in 
Charleston and Savannah, certainly diverts a lot of traffic to those 
two ports that might go to New Orleans or even New York. 

Mr. THompson. Which would cause the greater discrimination, the 
free storage or the arrangement on forwarding? 

Mr. Speppen. Well, I would say in my opinion the storage would 
have more effect than the forwarding because the forwarding fee is 
very small, whereas the storage item could amount to a lot, depending 
upon the amount of cargo. 

Mr. Warren. How about the brokerage fee. Is that small? 

Mr. SpeppEen. It depends upon the size of shipment. 

Mr. WarreEN. It is not small in all cases? 

Mr. Speppen. No. As I say, it depe nds on the amount of freight. 

Mr. Tuompson. Then as to the discrimination against New Orleans 

‘gulf ports, you think the free storage would be the greater problem? 

Mr. Speppren. The free storage would be the big item. 

Mr. Tuompson. Which would be the bigger problem? 

Mr. Speppen. I think the storage. 

Mr. Tuompson. Do you know of a steamship company operating 
out of New Orleans which does not perform a forwarding service and 
which does perform a forwarding service at a South Atlantic port? 

Mr. SpeppEn. Yes. You mean operates out of the South Atlantic 
as well as New Orleans? 

Mr. Tuompson. And which does not perform forwarding services 
but does perform them at the South Atlantic port. 

Mr. SpeppEN. Yes. 

Mr. Tuompson. Therefore, it is not a matter of policy of the steam- 
ship company. It is a matter of the area in which they are operating? 

Mr. SpeppeNn. That is right. 

Mr. THompson. Who established this policy? How was it started? 

Mr. Speppen. From what I heard, and I have had a history given 
to me, it was established many, many years ago by the steamship 
lines due to the pressure brought on them at that time by the shippers, 
and to the fact that in those particular ports long ago there were no 
forwarders available. ‘Therefore, the forwarding was done by the 
steamship line. 

That situation, of course, is changed today. There are forwarders 
available in all ports today. We use them over there when we receive 
shipments going through those ports. 

Mr. Tuompson. Do you have further questions? 

Mr. Warren. Mr. Spedden, you indicate in your statement, at 
the bottom of page 2 in the last paragraph, that: 


There can be no separation between an export-freight forwarder and an ocean- 
freight broker. As a forwarder he represents the shipper of merchandise to a 





FOREIGN FREIGHT FORWARDERS AND BROKERS 335 


foreign destination and as an ocean-freight broker he solicits business for all these 
steamship lines, and the commission paid in the form of brokerage is very small 
in comparison with the service rendered. 

Are you not in essence separating those functions? 

Mr. SpeppEN. I am not separating them. I am saying to you 
that nobody could exist merely as a forwarding agent without being 
a broker besides, because his income would be such that he could 
not live. 

Mr. Warren. Yes, sir; but don’t you say that as a freight broker, 
the broker is concerned with soliciting and securing business? 

Mr. SpeppeNn. That is right. 

Mr. Warren. Thus, aren’t you relating the receipt of brokerage 
to the securing of cargoes? 

Mr. SpeppeN. One goes hand in hand with the other. If you do 
not have cargo, you cannot book anything. You cannot get brokerage, 
and you only have cargo by having shippers. 

The first thing you have to get in this business is somebody to do 
business with. That is the shipper. 

Mr. Warren. Does that mean that once you get somebody to do 
business with and he designates you as his agent 

Mr. Speppen. That is right. 

Mr. Warren. Does that mean that you have secured the cargo 
whether you book it or not? 

Mr. Speppen. Right. 

Mr. WarreEN. That is your idea of securing cargo? 

Mr. SpeppeNn. Well, you have it. You are in charge of it. It is 
in your care. 

Mr. Warren. Whether you book it or not? 

Mr. Speppen. It does not make a difference whether you book it 
or not. <A lot of shippers book their own. 

If some steamship agent calls on a shipper in Chicago or St. Louis 
and says, “Do vou have any freight today?’’, he says, “I have a 
‘argo. 

The agent says, ‘‘Who is your forwarder? 

“Spedden, New Orleans.’ 

That happens every day. 

Mr. WarREN. So the fact that you have been nominated by a 
shipper to secure cargo means in essence that you have secured the 
‘argo? 

Mr. Speppen. Right. 

Mr. Warren. Is that correct? 

Mr. SpeppEN. That is exactly what you have done. If you had 
not secured that cargo through your shipper, you would not be any- 
thing. You would not be in business. 

Mr. WarkEN. So there is no case, according to your theory, in 
which you do not earn brokerage when you are nominated? 

Mr. SprppEeNn. That is right, none whatever. 

Mr. WarrEN. That is what I wanted to clear for the record. 

Mr. Davinson.. As soon as you get the cargo, before you even con- 
tact the ship, you have earned your brokerage? 

Mr. SpeppEN. You never get brokerage until you have shipped it. 

Mr. Davipson. Your statement to Mr. Warren is that as soon as 
you have a cargo, you have earned the brokerage fee, regardless of 
knowing what shipping line vou are going to use, or anything? 
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Mr. SpeppEN. You have potentially earned a fee. 

Mr. Davipson. But you have not earned it yet? 

Mr. SpeppENn. No, sir; not until you ship the freight. 

Mr. Warren. You have not earned it yet? What would you have 
to do to earn it? 

Mr. Speppsn. Nothing is earned until the freight is paid. 

Mr. Warren. What services do you perform to earn it? 

Mr. SpeppEn. I have told you that we go out and get all the busi- 
ness for the steamship lines, for the railroads, for everything that does 
business in a port. Without the freight forwarders, ‘there would not 
be any business here. The freight forwarder cannot live unless he 
has business, and the steamship line cannot operate unless they have 
business; nor can any other form of transportation. 

Mr. Tuompson. Are they not operating very well in the South 
Atlantic ports, of which you are complaining? 

Mr. Speppen. They have freight brokers and forwarders. 

Mr. THompson. You said not many. 

Mr. Speppen. In the old days there were not many. 

Mr. THompson. In the areas where steamship lines are conducting 
their own forwarding activities, are they not progressing, and is that 
not what you are complaining about? 

Mr. Speppen. They are progressing through the efforts of some 
New York forwarder. There is still a forwarder involved. 

Mr. Tuompson. Do you know of any exporter who conducts his 
own forwarding activities and who declines to nominate a forwarder 
in this area? 

Mr. SpeppEN. Yes. 

Mr. THompson. What reasons do they give for that? 

Mr. SpeppEN. They do not give any. 

Mr. THompson. Have you ever solicited such a client? 

Mr. Speppen. No; I have not solicited any of them, but we have 
called on them from time to time, not with a view of soliciting busi- 
ness. 

As a matter of fact, the meatpackers, I believe Swift or Armour 
and maybe Wilson, too, have their own setups here for forwarding. 
They do not pay brokerage to anybody or nominate brokers. 

I believe United States Steel does not name any brokers. 

Mr. THompson. Why not? What would be your idea as to why 
they do not? 

Mr. Spreppen. Well, there may be many reasons for that. | 
cannot particularly give you any right at the present time, but every 
company has its own policies. It is a matter of high policy what they 

do in those things, and some of them just do not do it. There are not 
too many that do not do it, that I know of. They are the only three 
I can think of offhand. 

Mr. Tuompson. Of course, they are exporters. Their business 
is going right along. 

Mr. SpeppEN. Yes. 

Mr. 'THoMPson. But you said there a moment ago that if there 
were no forwarders, business would not go on. 

Mr. Speppen. Well, the majority of shippers use forwarders. 

Mr. Tuompson. That is all. 

Mr. Warren. Do you believe that solicitors, hired by steamship 
companies to engage in the securing of business for such lines, are 
performing any kind of beneficial function? 
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Mr. SpEDDEN. Certainly. A steamship line has agents that con- 
tact the trade. The very fact that they call on shippers keeps the 
steamship line’s name before the public, and it is just like anything 
else. The forwarder does almost the same thing that a steamship 
oslinites does, but if the steamship line did not have forwarders to 
back them up, they would have to entail twice the expense they are 
now having, to do the work that we do. 

In fact, | know of a large steamship company who, prior to World 
War Il, had the largest forwarding department in the country. As 
soon as the war came along, they abolished it immediate ‘ly because they 
could not get the kind of help they needed. They tell me they never 
would go back to it again. They used to charge for forwarding. 

Mr. Warren. Do you think that steamship lines are retaining a 
smaller number of agents because of the presence of forwarders? 

Mr. Speppen. I think so. 

Mr. Warren. Do vou think that if forwarders were thrown out 
of the picture, steamship lines would have to increase the numbe of 
solicitors they employ? 

Mr. SpeppEN. There is no doubt about it in my opinion. 

Mr. Warren. Mr. Spedden, let us assume that you have a client 
who operates under the contract system with a given conference and, 
of course, the tariffs of the conference stipulate a maximum brokerage 
payment of 1% percent. Is there any economic incentive on your part 
in giving one of those carriers the business versus the other? 

Mr. SpeppEN. No; but what we do in that connection i am talk- 
ing about our company now—of course, our interest lies first with 
American merchant marine. We are Americans and think of them 
first. I do not mind saying that, but we do feel that countries who 
have merchant marines should participate somewhat in the business 
destined to their country, and we try to give some of the business to 
them. That is our policy. 

For example, shipments to Venezuela, ‘“‘We give the Venezuelan- 
flag steamers some business and we give the American-flag steamers 
some business.” Steamers under other flags might get some also. 

Mr. WarreEN. | have one further question, Mr. Chairman. Let us 
assume that a steamship solicitor goes out in the market and finds an 
existing shipper. The shipper states that he will export through the 
solicitor’s line. Assume that this particular shipper had nominated a 
freight forwarder or broker to receive brokerage. Under those facts, 
do you believe that you have secured the cargo for the line, or do you 
believe that the steamship solicitor has secured the cargo for the line? 

Mr. SpeppEN. Well, the steamship solicitor runs into a shipper who 
has never, we will say, exported before, and we have plenty of those. 
We are going to give you a list of that later, as you said this morning. 
That steamship solicitor will say to the shipper, ‘I am going to send 
you a list of freight forwarders. Everybody at New Orleans uses a 
freight forwarder.” 

He will send him a list which is a printed list gotten out by the 
association of all these 27 names, and the shipper picks his own for- 
warder. Then, when the business comes through, it comes through 
that forwarder and he is narenen panne that forwarder has to be 
more than a steamship, railroad, or transportation man. He has to 
be almost a lawyer and banker to interpret the credits and all the 
various import and export license requirements in all these various 
countries. 
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You have probably seen the Exporter’s Encyclopedia. You can 
hardly lift it now and every day we get a supplement, a change in 
Colombia or Venezuela or some other place. 

Mr. Warren. Back to my question, if you please, is it not con- 
ceivable, under the hypothetical facts that I presented, that the 
steamship agent in that case had already guaranteed the cargo to a 
particular line? 

Mr. SpeppEeNn. Well, in that case, as I tell you, while he would get 
a forwarder, the forwarder would undoubtedly use the line the 
steamship agent represented. We have had that happen many a 
time, and I guess other forwarders have, too. 

Mr. Warren. And certainly, conceivably, the forwarder would 
render a lot of services in connection with the shipment? 

Mr. Speppen. Yes. 

Mr. THompson. When you act as a forwarder, are you not an agent 
for the shipper? 

Mr. SpeppEN. Yes, sir. We have power of attorney. 

Mr. TuHompson. You do have power of attorney? 

Mr. Sprppen. Yes, sir. 

Mr. THompson. Do you have any contract with the shipper? 

Mr. SpeppEN. Yes, sir. 

Mr. Tuompson. You have a verbal contract? 

Mr. SpeppeN. When you represent a shipper, you are representing 
not only him but his banker and his consignee and the steamship 
line with which you are doing business. You have all kinds of factors 
involved. 

For example, in the handling of cotton, cotton is shipped to us and 
order bills of lading are sent to us by the bank, not by the shipper, and 
we give trust receipts for them until the bill of lading is issued, and 
returned to the bank for further handling with the shipper. 

Mr. TuHompson. When you perform these services, you are actually 
performing them for the shipper as his agent? 

Mr. Speppen. Yes, sir. 

Mr. THompson. Yet, as was mentioned in the hypothetical case 
discussed by Mr. Warren, when an agent of the steamship company 
secures the booking, your services are for the shipper. Nevertheless, 
you receive a brokerage fee. 

Mr. SpeppEN. That is true. 

Mr. THompson. That is for the other services which you render? 

Mr. Sreppen. Preparation of the bills of lading and other things 
we do for the steamship line in connection with the very same 
shipment. 

As I told Mr. Warren, if the agent of a steamship line picks up a 
customer and the customer then selects a forwarder, certainly the 
forwarder is going to use the same steamship line as the line’s agent 
represents. He would not dare do anything else but that, otherwise 
he would not have the business very long. 

Mr. Warren. Pursuant to your relationship with your client, the 
shipper or exporter, must you book cargo on a given line, either at his 
request or in your own discretion? 

Mr. Speppen. That works three ways. For example, I am going 
to give you a case that just happened to us, if the committee does not 
mind. 
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We had a case just this past week of a thousand tons of seed going 
to Colombia. The shipper had not received his letter of credit and 
did not know the terms, but he told us, ‘‘Book it because we have to 
be protected. It has to go out this month. The planting time is 
coming,”’ and so forth and so forth. 

We booked it with an American line. When the letter of credit 
was received, it specified definitely that it had to go on the line of the 
country of destination and, as a result, we had to cancel our booking 
with the American line and book it on another line. 

Now, those things are all covered by instructions. The consignees 
control a lot of freight. A lot of freight is bought f. a. s. or f. 0. b. 
factory. 

We represent one of the largest importing firms in Venezuela. He 
sends us copies of all of his orders to firms located in the Mississippi 

Valley. He buys f. 0. b. plant, and we pay the inland freight to New 
Orleans and the ocean freight to destination. 

Mr. Warren. Mr. Spedden, back to my original question, if you 
please: 

In your relationship with the shipper, is it not so that you must get 
the cargo on the ocean liner to carry out that relationship? 

Mr. SpeppEN. Absolutely. Without cargo going on the ocean 
liner, nothing occurs. You accomplish nothing. 

Mr. WarrEN. You have to do that to carry out your relationship 
with the shipper? 

Mr. SpeppEN. That is correct. 

Mr. Warren. You do not mean that this is not beneficial to the 
steamship line. You are stating that you must do it pursuant to the 
agency with your client? 

Mr. Sreppen. Right. 

Mr. THompson. Do you have any further questions? 

Mr. Davipson. No. 

Mr. THompson. Do you have any questions, Judge Chase? 

Mr. Cuase. No. 

Mr. THompson. Thank you very much, Mr. Spedden. I am sure 
that your testimony was interesting. 

Will you check with counsel on the other points? 

Mr. Speppen. If the counsel will make an appointment with me or 
come to my office, I will be glad to go through it with him. 

Mr. THompson. Thank you very much. 

Is Mr. Schurig, president of the Texas Ocean Freight Forwarders 
Association, here? 

Would you come forward, sir, and read any prepared statement you 
might have? 


STATEMENT OF HENRY E. SCHURIG, PRESIDENT, TEXAS OCEAN 
FREIGHT FORWARDERS ASSOCIATION 


Mr. Scuuria. Mr. Chairman, my statement is rather long. I will 
be happy to read all of it or just the introduction. 

Mr. THompson. Your statement will be filed with the committee, 
sir. If you would like to give us the gist of the statement, that will be 
perfectly all right with us. 

(The statement referred to follows:) 
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STATEMENT OF Henry E. ScuuriG 
STATEMENTS IN CATEGORICAL ORDER 


|. Conference or association background. 
2. Matters concerning the use of and the compensation received by forwarders 
and brokers on Government export shipments with emphasis upon: 

a) The propriety of paving brokerage. 

b) The reasonableness of compensation. 

c) Type of services rendered. 

(d) The right to participate in commercial type military shipments. 

3. Analysis of services forwarders and brokers render to carriers and to shippers 
on commercial export shipments. 

+. Position of witness regarding: 

a) Legal status of forwarder and broker. 

b) Importance of forwarders to small and large shippers, carriers, and 
developing the foreign commerce of the United States. 

(c) Sources of forwarder income and significance of each source. 

(d) Definition of brokerage. 

e) Responsibility of carrier to insure that brokerage is payable where 
properly earned and only to those legally entitled to receive it. 

f) Performance of forwarding functions by carriers and practice in regard 
thereto. 

(g) Basis for paving brokerage. 

(h) Extent of solicitation activities between forwarders, carriers, and 
shippers. 

(¢) Factors affecting forwarder’s selection of particular carrier to handle 
a particular shipment. 

5. Existence of abuses and questionable practices involving the use of forwarders 
and brokers, including suggestions for correcting such abuses and practices, e. g. 

a) Rebating brokerage; splitting brokerage with shipper; or reducing or 
waiving forwarding fee. 

(b) Payment of brokerage to dummy forwarders. 

(c) Payment of brokerage when not properly earned. 

Sufficiency of existing laws and regulations purporting to regulate forwarders 
and brokers, including the need for additional legislation or measures which might 
more properly regulate this industry. 

President, Texas Ocean Freight Forwarders Association. 

Partner, H. E. Schurig & Co. 

Member, Houston Chamber of Commerce, the Propeller Club, Houston World 
Trade Association, Traffic Club, Houston Cotton Exchange & Board of Trade, 
Galveston Cotton Exchange & Board of Trade, Dallas Cotton Exchange, Houston 
Port & Traffic Bureau. 

1. The Texas Ocean Freight Forwarders Association was organized in 1951. 
The purpose being to establish and maintain uniformity in the commercial usages 
of the freight-forwarding business, to acquire, preserve, and disseminate valuable 
business information, to adopt rules, regulations, and standards of classification 
which shall govern all transactions connected with such trade where standards 
and classifications are required and generally to promote the interest of trade 
and increase the facilities of commercial transactions; further, to maintain the 
ethics of the profession at their highest standards, but without authority to fix 
rates on the part of its membership. 

2. (a) In connection with forwarders servicing governmental shipments we 
believe the payment of brokerage on such shipments is proper and since the 
Government agencies have advised that they are unable to pay a regular forward- 
ing fee in addition thereto we feel that our industry handling such shipments for 
brokerage makes a definite contribution toward the aims our Government aspires. 

b) In many cases, particularly in connection with small shipments of general 
cargo, a forwarding fee should be paid in addition to the collection of brokerage 
as in such cases the brokerage hardly covers the forwarder’s expenses and the 
payment of brokerage only can be considered unreasonable. Some agencies are 
reimbursing the forwarders for airmail postage where multiple distribution of 
heavy documents to foreign destinations is required. 

c) Many of the services enumerated under section 3 below are rendered in 
connection with handling governmental shipments. 

In addition thereto the handling of outturns, O. S. and D. forms, outturn 
reports, arranging recoopering, marking, and similar functions as cargo requires 
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Export declarations are prepared and cleared through Customs, preparation of 
ocean bills of landing, consignees mail, tracing shipments to the port, ordering to 
steamers loading berth, and render such assistance that circumstances may require. 

(d) The forwarders have performed useful services in behalf of many Govern- 
ment agencies under the Bland Act and I am sure at a considerable saving to our 
Government and it appears ocean-freight forwarders should have the right to 
handle commercial-type military shipments since their scope of operations have 
been broadened. Many of the commodities, other than strategic materials, 
would normally flow through commercial channels. Denartment of Agriculture 
has been able to eliminate a large force at Galveston and Houston to a small 2 or 3 
man staff at Houston and eliminate a Galveston staff entirely by turning over 
many functions to appointed forwarders instead of handling these themselves. 

3. Enumerated below are some of the services forwarders and brokers render 
in connection with export shipments which benefit both carriers and shippers and 
exporters: 

Regularly advertise sailings of all operators. 

Keep shippers informed of rate changes. 

Select or advise exporters of the most advantageous sailing. 

Eneage the ocean-freight space or make recommendations suitable to a necessary 
situation which may be one of where a number of competing sailings are available. 

Trade shipments to the loading port. Coordinate deliveries to shipside to 
suit steamship agents loading schedule and position. 

Arrange to have cars and trucks at shipside for direct loading from cars and 
trucks to ship. In connection with many shipments a very close coordination is 
necessary to avoid delay to steamer and possibly paving dead time to labor. 

At our ports the ship operators do not have their own terminals and most of the 
terminals do their own unloading and this is only done on orders from the for- 
warding agents for shippers they represent who are responsible for the unloading 
charges as well as other accessorial charges, including the payment of wharfage 
and/or tollage. 

In many cases the forwarders pay inland charges to the port, pays the ocean 
freights, demurrage, etc., and any other accessorial charges that might occur. 

Prepare and clear through customs export declarations. 

Watch and check export control regulations. Make sure export declarations 
have been passed by customs and numbered copy is delivered to the ship agent 
so that loading onboard vessel can be done without delay to steamer. Assist 
with and also prepare in the application of export licenses of which technical 
details many present day exporters have no comprehensive knowledge. 

Apply for license amendment when last-minute discrepancies are ascertained. 
Request transfer of licenses to other ports since these must be deposited at only 
one port so that cargo can be loaded by the vessel without delay. 

Prepare and run sufficient copies of ocean bills-of-lading to fill requirements of 
shippers and steamship needs. Check proper freight rate application to commodity 
shipped which frequently is not in clear tariff nomenclature and must be done 
from carriers’ tariffs most of which are available only in carriers’ offices. After 
checking rates, apply and extend freight charges for carriers’ and shippers’ benefit. 
In most eases freight charges are extended and shown therein. 

Prepare and have visaed consular invoices and pay consular fees. To many 
Latin American countries these must be accomplished in ample time for ship 
agents to complete their sobordo and clear their papers through consulates to 
avoid fines and late presentation. 

Prepare certificates of origin and get certain signatures and visae. 

Arrange for inspection of certain cargoes before loading, recooperage, fumigation 
purity certificates and weight certificates. 

File notices of intent, claims, handle freight adjustments 

Order grain in and out of elevators, assisting in arranging for berth at elevators. 
Coordinate the handling of other parcel lots of bulk cargoes. 

Arranging for marine and war risk insurance. 

\rranging storage when necessary. 

Completing commercial invoices, banking documents, drafts, even preparing 

ommercial invoices. 

File and collection of transit claims. 

Arranging tagging, marking, crating, plus purchase of tags, bags, stencils and 
all incidentals that happens to be deficient or lacking to have cargo in shape for 
proper export. 

Arranging boxing and packaging. 

When services have been performed and documents all in hand the rena?ring 
of itemized invoices for various disbursements with supporting paid invoices. 
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1. (a) We believe the ocean freight brokerage and forwarding industry is 
legitimate and offers the trade as a whole a useful and invaluable service, otherwise 
their position in world trade would not have survived through past generations 

(b) The brokers and forwarders offer a most worthwhile service to both small 
and large shippers to the carriers and in the development of foreign commerce 
of the United States. Many inquiries are received by our brokers and forwarders 
from shippers who have never exported before. The forwarder is the one to whom 
he can go to check beyond f. o. b. his plant or factory and be informed of shipping 
regulations, both export controls and import licenses of certain foreign countries, 
ocean rates, insurance, consular regulations, fees and costs, be posted of services 
offered to the destination country to which he may ship, advisability of signing 
contract agreements. The importance of the position played by the broker- 
forwarder can best be answered by the thousands of large and small shippers who 
have availed themselves of the services being offered through the years, and 
particularly today with the many added complicated regulations of both our and 
foreign governments. Since the advent of our section of the country turning 
from purely agriculture to manufacturing an entirely new field has been opened, 
all being potential exporters but who hesitate due to lack of knowledge and in turn 
depend on the broker-forwarder for the proper execution of their commitments. 
Che carriers themselves have recognized the brokers’ and forwarders’ position from 
services rendered to them in connection with servicing export shipments, solicita- 
tion, developing foreign commerce for their lines and acting as the connecting link 
between carriers and shippers by their paying a brokerage or commission to the 
forwarders and brokers through the years. Since the last war many ship operators 
have discontinued so-called forwarding departments which was a great saving to 
them. Here I believe it safe to make the statement that without legitimate 
forwarders to carry out the services performed, the carriers would have to establish 
forwarding departments at a greater expense than the brokerage and commissions 
now being paid. 

(c) Earnings come from the collection of brokerage or commissions from the 
steamship operators and in the form of service fees paid by the shipper-exporter. 
I would say the percentage of total earnings of each would vary among our mem- 
bers due to the nature of their business. Some handle mainly general cargo, 
some grain, some cotton, and others a combination. I would say the brokerage 
or commissions from the carriers would run from 25 to 45 percent. Without 
earnings from the carriers many forwarders would have to close their establish- 
ment and others would have to retrench drastically and it would be obvious the 
trade as a whole would suffer greatly. Without their advice, assistance, and 
rounded services new business in foreign commerce would be curtailed to a large 
extent 

(d) Brokerage can be best defined by saying it is a commission or legitimate 
payment to any broker or forwarder for services rendered in connection with 
solicitation, booking, or development of freight, servicing of shipments after ar- 
rival at the port, diverting cargo at the convenience of carriers and in cooperat- 
ing in every manner possible. This includes assisting in rate negotiations, infor- 
mation about prospective movements, tentative availability for deliveries, ad- 
vertising sailings, and in the performing of many of the services enumerated under 
section 3 above. 

(e) We believe brokerage should be paid only to responsible forwarders and 
brokers who have a right to earn same. We further believe that the steamship 
agents or carriers are in a position to make this decision. We know of no for- 
warder-broker in our area being paid a brokerage commission which is not earned 

(f) We know of no steamship operators at Texas ports who are performing the 
functions of a forwarder. They should not. 

(g) The answer to this question has been dealt with in part under paragraph (d) 
above. The advertising of sailings, keeping exporters informed of changes in 
steamer positions, reversing of loading ports, advice to shippers with whom to 
book, coordinating deliveries to suit vessel’s loading position and to get cargo to 
be loaded first to shipside early in order to fit discharge itinerary, keeping behind 
unloading contractors for primpt handling at shipside, checking shippers for 
releases when cargo is badly needed and where letters of credit have not been 
received or export licenses delayed, prompt clearing of export declarations, prepara- 
tion of ocean ladings, paying ocean freights and wharfage which relieves carriers of 
responsibilities, developing and solicitation of new business through our ports. 
These together with others warrant in our opinion the payment of brokerage 
commissions to forwarders whether they actually conclude the booking or not. 

The payment of brokerage or commission must have an economic sound basis 
since it is used as a business adjunct by carriers the world over and by no means 
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confined to American carriers from United States of America ports. The prohibi- 
tion would not prevent foreign lines from paying brokerage on cargoes booked in 
foreign ports for shipment to United States of America ports which cargoes would 
be lost to American carriers on such cargoes since they would certainly not be 
offered to our American merchant marine with a resultant high loss of revenue. If 
such commissions should still be paid to foreign brokers on homeward voyages it 
seems unfair to deny such rightful earnings to American brokers and forwarders. 

(hk) The matter of solicitation has been touched on previously, however, a 
number of steamship solicitors make the forwarders offices daily either to actually 
book freight, seeking prospects, advice as to development of our clients orders 
which are in the market, who successful sellers might be under FAS/ICA and 
other programs, through what Texas port shipments might move, availability of 
cargo for certain positions with the thought of berthing additional vessels. For- 
warders are always making trips to various trade territories seeking new business 
and cultivating closer relationship with customers, visiting shippers in small 
towns where no steamship solicitation offices are maintained, mailing of circulars 
about new regulations, rate changes, consular regulations, sailing schedules. 
Some forwarders mail regular weekly schedules to hundreds of clients and pros- 
pects and many of the carriers interior offices use the forwarders schedules as 
they are gotten out with greater dispatch and all sailings are listed under one 
area of destination. Under today’s conditions solicitations must also be made 
abroad since many foreign buyers can only make purchases on basis of f. 0. b. 
plants here requiring brokers and forwarders to take over cargo at plants here 
and handle the entire movement. Without this link the export movement would 
have never been accomplished. My own firm counts many consumers abroad 
among its clients who purchase from a large number of manufacturers here who 
prefer not to be exporters yet wish to sell in those markets. 

(i) Factors affecting selection of particular carrier or steamer are many; some 
being: ocean rates if we consider certain bulk commodities where rates are open 
or even when a commodity is not of a bulk nature and the shipper has not signed a 
freight agreement with certain conferences. Since most of the shippers/exporters 
are conference agreement signers and we have in mind tonnage for steamers in 
regular service, we first consider the sailing position making sure it fits selling 
terms and letter of credit expiry date. Then we must consider terms of sale. 
Where it is cash on arrival, or goods are badly needed at destination, we check to 
see what steamer will make earliest delivery at destination. We have com- 
modities where stowage is a factor either because of size or shippers want the cargo 
stowed away from the bioler or engine room. Whether the cargo ean be stowed 
on deck. If it is of a hazardous nature special stowage is required and this means 
very close coordination of deliveries to shipside as we have commodities that 
cannot remain in the ship’s berth but must be taken direct from cars or truck 
onboard steamer. Whether there is refrigerator space for frozen foods and 
products. The dock at which vessel will load as often times we have cargo 
coming out of certain plants on the channel or in storage at a shipside terminal 
where there is an advantage to engage space on a steamer making that particular 
dock. We have occasions where consignee requests discharge at a certain installa- 
tion. Certain ports of call require a minimum tonnage to warrant the call and 
our shippers may not have the required minimum and very often we find a steamer 
who has been offered other cargo and the combination makes it workable. There 
may be others but these are the main factors. 

5. (a) We know of no broker-forwarder rebating or dividing brokerage com- 
missions with shippers and exporters and we certainly are opposed to this practice. 
As far as I can determine our membership charges reasonable forwarding fees to 
all of their customers. The only exception is in connection with governmental 
agencies who may allocate shipments from time to time to various members and 
we have no recourse in collecting separate service fees. 

(b) We oppose payment of brokerage to dummy forwarders. In this case I 
know of rone in our area in the Texas gulf. Nor do I know of any who might be 
carrying their office in their back pocket so to speak. 

(c) We believe the brokerage and commissions paid to the broker-forwarding 
industry in Texas is properly earned. We believe all brokers and forwarders 
should justify this earning. We further believe the steamship operators or 
carriers can very easily regulate this matter in areas where brokerage might be 
paid if not earned. 

I would like to say that our members have very earnestly endeavored to render 
a real and valuable service to both carrier and shipper and through mutual efforts 
believe that is why our industry is held in high regard by both 


carriers and 
shippers, 








344 FOREIGN FREIGHT FORWARDERS AND BROKERS 


6. It appears the present laws are sufficient to promulgate any regulations 
which may be necessary to control the forwarding-brokerage industry. We 
believe our association has already done much to see that proper services are 
rendered to the trade as a whole and to protect those availing themselves of our 
services. The earning through brokerage commissions is reasonable especially 
since it is uniform at 1'4 percent in practically each area. I would like to point 
out that our membership thinks the Bland Act worthwhile legislation. It 
proved itself in the past regardless of the fact that 100 percent of the governmental 
agencies have not used forwarders in every case. It should remain on the books 
as it is an act under which our industry can be enlisted in times of emergency. 
We believe it has already been proven that the forwarding business is legitimate, 
necessary, helpful to the development of foreign commerce of the United States 
and it is an industry that is worldwide. This has been proven in various other 
investigations and dockets before the FMB. If additional regulations seem to 
be necessary after this investigation we believe the forwarding industry should 
have a voice in the promulgation of same, at least a representative from each area 
should be called to assist in the work. We say this because there is a real differ- 
ence in the handling, different details, different commodities, different shipping 
requirements in each area. We have some of our group who might be called 
specialists in handling cotton and in some areas they never see a bale of cotton. 
The same would be true with other commodities. 


RESUME 


The forwarding and brokerage industry is a specialized business. In the main 
it comprises firms that have been in business for a long period of years who have 
very high moral and financial responsibilities. They have knowledge of all ship- 
ping problems, regulations, controls, besides offering the American shippers and 
exporters as well as the carriers a real worthwhile service. No shipper is bound 
by law to use a broker-forwarder or a particular broker-forwarder. No shipper 
is forced to pay any unjust service fee. There are many risks involved in the 
broker-forwarding business. Very often an exporter fails to pay his broker- 
forwarder for charges advanced and services rendered. ‘There have been cases of 
bankruptey where the broker-forwarder could not obtain payment for disburse- 
ments made in order to clear shipments. Since the war more details have been 
passed on to the broker-forwarder due to our export controls, extra documents 
required and the interpretation of regulations under ECA, MSA, FOA, FAS, ICA 
and what have you. 

Very seldom do you find two shippers or exporters who handle their shipments 
in the sare manner or who have identical requirements. Each is a separate 
assignirent and there must be variations in the brokers and forwarders service 
fees. Also you cannot overlook the fact that the larger or regular exporter 
customers keep the broker-forwarder staffed with experienced personnel. You 
can set up departments or assign particular clerks to handle their requirements 
and the experience gained from such accounts enables the forwarder to assist 
in many ways the srall shipper or the occasional exporter. 

I appreciate the opportunity to appear before you and the filing of this brief on 
behalf of myself and colleagues. We assure you of our fullest cooperation and 
believe in the end you will appreciate the part played by our industry and the 
benefits afforded the carriers as well as the shipper and exporter. 

Mr. ScnuriG. My name is Henry E. Schurig. I am president of 
the ‘Texas Ocean Freight Forwarders Association and a partner in the 
H. E. Schurig Co. 

I am a member of the Houston Chamber of Commerce, the Propeller 
Club, the Houston World Trade Association, the Traffic Club, the 
Houston Cotton Exchange & Board of Trade, the Galveston Cotton 
Exchange & Board of Trade, the Dallas Cotton Exchange, and the 
Houston Port & Traffic Bureau. 

I have answered the questions that were propounded categorically, 
the way they were listed, which summarizes fairly well, I believe, the 
activities that the freight forwarders and brokers participate in in 
the Texas gulf ports. 

Should I give any further résumé on that, or would that be sufficient? 
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Mr. THompson. Sir, I see that you have an index here of what is 
contained in your statement. 

Mr. Scuuria. Yes. 

Mr. THompson. What is your definition of brokerage? I think that 
would be interesting. It has been defined in various ways in different 
areas. 

Mr. Scuuria. We consider it to be a commission or a legitimate 
payment to any broker or forwarder for services rendered in connection 
with procuring cargo for a vessel, rendering services on behalf of the 
carrier, and furthering the commerce of the United States, 

Mr. Tuompson. Your area is the Galveston to Houston area? 

Mr. Scuuric. Galveston to Houston, the Sabine district, and down 
to Brownsville. 

Mr. THompson. We always say that those are just slightly beyond 
Lake Charles. 

[ wonder if you have heard or know of any practices existing either 
in the freight-forwarding business, or in other activities affecting the 
freight-forwarding business, which in your opinion should bear scrutiny 
of a congressional committee such ‘as this one or of the Maritime 
Board? 

Mr. Scuuric. You are speaking of our area? 

Mr. THompson. I am speaking of questionable practices in your 
area primarily, or in any area with which you may be familiar. 

Mr. Scuuria. In our area, I would say definitely, no. In other 
areas I would hesitate to make a statement of any kind because I do 
not know enough about it to be specific. 

Mr. Tuompson. Which practices in your area would you consider 
as being detrimental to freight-forwarding or the steamship-carrier 
business? 

Mr. Scuvuria. On occasion one hears of rate cutting, which possibly 
could be hearsay, and you cannot sufficiently lay your fingers on it to 
know where it actually exists except possibly from the standpoint 
that somebody lost some business and there is more than an assump- 
tion that that could be a fact. 

Mr. THompson. Do you know of any cases where carriers have 
paid excessive amounts over and above the accepted 1% percent for 
securing business? 

Mr. Scuuria. Yes, sir. 

Mr. Tuompson. Do you know of specific cases of American-flag 
carriers? 

Mr. Scuuria. No, sir: I do not. 

Mr. THompson. Usually those are the foreign? 

Mr. Scuuria. Foreign-flags, and what we call tramp tonnage. 

Mr. THompson. What is the policy of a competent and legitimate 
forwarder in that connection? 

Mr. Scuuria. We come across it. as far as my own firm is con- 
cerned, mainly from a standpoint of instructions from the consignees 
abroad. 

Mr. THompson. Where a shipper has not stated any perference in 
the lines that he would use, do you know of any forwarders who make 
a practice of shopping around for better brokerage payments than 
perhaps the American-flag lines would give them? 
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Mr. Scuvuria. I would hate to make a definite statement on that. 
I presume such a practice exists. We ourselves do not. I mean 
that my firm does not. 

Mr. THompson. It is against your policy? 

Mr. Scuuric. It is against our policy; yes. 

Mr. THompson. Would it be against the policy of any reputable 
forwarder to do this, or would it be considered good business by some? 

Mr. Scuuric. Good business by some might not be considered good 
business by others. I think that is a matter of a firm’s policy. 

Mr. THompson. You are indicating that that practice does prevail? 

Mr. Scuuria. I believe so in certain cases, yes, sir; but I could not 
cite an instance. 

Mr. THompson. Of course, that would be detrimental to the 
American-flag merchant marine. 

Mr. Scuuric. Yes, definitely, ves 

Mr. THompson. Now, the splitting of brokerage with a shipper 
would constitute a rebate, of course? 

Mr. Scuunia. Yes. 

Mr. THomrson. Do you know of any cases where brokerage is 
being split or has been split? 

Mr. Scuuric. No, sir; I do not. 

Mr. THompson. It is merely one of the ways in which you think 
discrimination could be effected? 

Mr. Scnuric. It could very easily be, but I think our area is 
probably a little too small and does not lend itself to practices that 
may prevail in areas that are larger and that cannot be policed or 
watched as easily as we probably do among iceman in a smaller 
group. 

Mr. Tuompson. Has your firm ever waived a forwarding fee 
consideration of the brokerage? 

Mr. Scuuria. No, sir. 

Pardon me. Except in the case of the Government cargoes. 

Mr. THompson. Do you waive those Government fees voluntarily? 
Did you suggest that they be w aived or did the Government agency 
tell you that “they would not pay? 

Mr. Scuuria. I have never waived them and I do not think it has 
ever been siated that they will not pay it. It has always been under- 
stood they do not pay it, and I consider it a contribution for the over- 
all good to go ahead and go along with it, and probably figure that in 
the long run I would have to pay taxes for it anyhow. 

Mr. THompson. Do you consider that the Government should pay 
the same as any other shipper, except for your patriotic feelings? 

Mr. ScuuriaG. Outside of that; yes, sir. But from the other stand- 
point, | would say ‘‘no.” 

Mr. TuHompson. Do you know of any corporations in your area who 
maintain their own export divisions and who perform all of the for- 
warding functions required, yet who nominate a dummy forwarder to 
receive a brokerage fee? 

Mr. Scuunric. No, sir; I do not. 

Mr. THompson. You mentioned dummy forwarders here. What 
do you know of dummy forwarders? 

Mr. Scuuric. Sometimes employees in shippers’ offices could be 
set up as a firm. I have heard that they have been; more hearsay 
than ones that I could lay my finger on because it is quite difficult for 
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an outsider or a forwarder like myself to investigate a practice that 
may be taking place in some shipper’s office. 

Mr. Tompson. But you do not know of any based on your own 
personal knowledge? 

Mr. Scuurie. No, sir. 

Mr. THompson. You have merely heard that there are dummy 
forwarders that none of us like, but we do not know whether they 
exist or not; do we? 

Mr. Scuuric. That seems to be it. 

Mr. Tuomprson. That is what makes it so hard for this committee 

find a dummy forwarder. The people against whom they are 
competing say that they are competing, but they do not know who 
they are. 

Mr. Scuuria. Since we do not have the privilege of investigation, 
it is hard to lay our fingers on it. You hear that such a situation 
exists, but still it would be impossible for me to investigate it. 

Mr. THompson. Has any such situation been pointed out to you 
where you could qualify your statement and give this committee an 
indication of what you think exists? 

Mr. Scuuzric. I would have to look before I would make such a 
statement. 

Mr. Tuompson. Could you give this committee a confidential 
report which would be held confidential? 

Mr. Scuuria. Not before I would read up on some correspondence 
that I might have exchanged on the situation, which I do believe | 
have. I will not say I have it, but I believe I exchanged some corre- 
spondence with a friend and he called my attention to a certain 
situation. 

Mr. Tuoompson. This committee is operating under a severe handi- 
cap, and I hope that you will agree and see it. We are handicapped 
because of the reluctance of people to give us information that would 
allow us to proceed as fast as I would like to proceed. As a result, | 
think the committee is going to have to spend a lot more of the tax- 
payers’ money, and wade through many things that probably could 
be told to the committee. It makes it very hard for us to continue, 
having witnesses who know of these things and yet will not tell us. 

I hope that you can understand my position on that. 

Mr. Scuuric. Yes; I can appreciate it. 

Mr. THompPsoN. When, in your opinion, is brokerage paid when it 
is not properly earned? 

Mr. Scuuric. When there is absolutely no service rendered for the 
benefit of that cargo or for the benefit of the carrier. 

Mr. WarrEN. Do you relate that to a specific shipment? 

Mr. Scuuric. Do I relate it to a specific shipment? 

Mr. WarrEN. Yes. 

Mr. Scuuric. You mean one that comes to mind? 

Mr. WarREN. No; where no service is rendered either to the shipper 
or to the carrier with respect to a specific shipment. In that case, you 
do not believe brokerage is earned; is that what you are s saying? 

Mr. Scuuria. Yes, sir. Wait a minute, now. You may have 
gotten me crossed up there. 

Would you give me that again, please? 

Mr. WarrEN. With respect to a specific shipment where a forwarder 
renders no service to the shipper or exporter or to the ocean carrier, 

70668—56——23 
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then in that case you believe brokerage is not earned? Is that your 
position? 

Mr. Scuvuria. Yes, sir. 

Mr. Davinson. Mr. Counsel, I heard some testimony a moment 
ago to the effect that, as soon as the forwarder gets the cargo from 
the shipper, he has earned a brokerage fee. I think that the record 
will bear me out. He has stimulated American economy and com- 
merce by merely getting the cargo. That was the testimony we got 
from the previous witness. 

Therefore, it is a little difficult for me to understand just when and 
what the services are that are performed. 

Mr. Scuuric. Well, 1 myself would consider it only properly 
earned if I booked the cargo in the first place. I mean one of my 
functions would be to book the cargo in the first place, along with my 
forwarding duties, to see that it is brought in, delivered, prepare my 
bills of lading for the vessel, do all the other functions that I have done 
and, when that is over with, I feel that I have then earned my commis- 
sion, and, in turn, for the other functions, my forwarding fee. 

Mr. Davipson. You feel that that is the way you earn your broker- 
age? 

Mr. Scnunric. Yes, sir. 

Mr. Davipson. In other words, you go a little further than the 
generalization that we had, merely obtaining the shipment before 
you even book it and you have earned your broke ‘rage. You go further 
than that? 

Mr. Scuvuric. That is my own personal feeling. 

Mr. Davinson. You will have to actually make contact with the 
carrier. You have to make out your bills of lading, and then you say 
that, after you have done those things and gotten the cargo safely 
aboard, you have earned your brokerage, is that your version? 

Mr. Scnunic. Yes, sir. 

Mr. Warren. Mr. Schurig, suppose you are nominated to receive 
brokerage and perform all functions in connection with the shipment 
with the exception of booking; do you feel you are entitled to brokerage 
in this case? 

Mr. Scuvuric. There are, of course, many circumstances that take 
place there. I have had situations where I have set up cargo for a 
certain position, and the only thing they were waiting on was con- 
firmation of a letter of credit or some other matter that did not put 
the trade in order, and a solicitor came along and wanted to know 
whether there was any cargo available just as his confirmation came 
along, the shipper said, “Oh, ves, this deal is finally finished. Go 
ahead and book the cargo.” 

I feel that in a case of that kind I have performed the function 
that I set out to do and completed or will complete the task I set out 
to do. 

Mr. Warren. Might not you have gotten the business, so to 
speak, or if I may use the words “secured the business” without 
booking, and thus be entitled to brokerage? 

Mr. Scuvuric. Secured the business without booking? 

Mr. Warren. Yes; the shipper wants to book it but he has nomi- 
nated you as a freight forwarder. You perform all functions other 
than the duty of booking with the lines. 
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I ask you again, do you feel that you have earned brokerage in 
that case? 

Mr. ScuuriGc. Yes, yes. 

Mr. WarrEN. You do? 

Mr. Scuuric. Yes. 

Mr. Warren. Even though you have not booked it? 

Mr. Scuurie. Yes, sir. 

Mr. Warren. That is what I wanted to know. 

Mr. Scuuric. Yes. 

Mr. WarkEN. Suppose that on a given shipment the only thing 
that you were required to do was to prepare an export declaration, a 
bill of lading, and any other incidental or accompanying documents, 
and to distribute those documents according to the instruction of the 
shipper. Would you feel i in that case, if that is a practical case, you 
have earned brokerage? 

Mr. Scuuria. Some of the functions are performed on behalf of the 
vessel. 1 prepared the bill of lading. It would be quite an unusual 
case, | do believe, that you handle cargo with a vessel that you do not 
make a booking or preparation for a vessel to accept that cargo. 

Mr. WarkEN. You believe that that is quite unusual in your area; 
is that correct? 

Mr. Scuuria. Yes, sir. 

Mr. Warren. Are forwarding fees generally uniform in Texas for 
similar services? 

Mr. Scuuria. I presume they would be because of competitive 
features. 

Mr. WarrEN. Do you distinguish between the functions which a 
charter broker performs as contrasted with a freight broker? 

Mr. Scuuria. A charter broker? 

Mr. Warren. Yes. Is there any difference in the brokerage func- 
tion which is performed? 

Mr. Scuuria. If he is a charter broker, yes, sir. 

Mr. Warren. Would you explain that difference? 

Mr. Scuuria. Of course, I am not myself a chartering man; I think 
there is one of the answers right there. I do know charters. I have 
handled some charters, but when you get into the fine points of the 
charters, that is a study practically in itself, and highly technical 
within itself as compared to the booking of freight or parce a of freight 
on a vessel in regular service. 

Mr. Warren. On the charter market, do carriers often take the 
initiative in engaging charter brokers? 

Mr. Scuuric. That I cannot answer. I am not that well versed 
in it. 

Mr. Warren. Mr. Schurig, we know that under General ao 
72, that an ocean carrier may be a freight forwarder provided it 
registered, so long as it makes a charge when performing inven 
services for another. 

Do you believe that by allowing a carrier or his agent to perform a 
forwarding function, where forwarders are available, constitutes un- 
fairness to the forwarding industry? 

Mr. Scuuric. I believe so. The two functions are entirely sep- 
arate in my mind. I think the forwarder is specialized in those 
functions. The carrier is not, and it is a specialty field, like in many 
other trades and many other professions. I do not know. Maybe 
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we are not a profession, but I believe that we are specialized to the 
point that the two should be kept separated and the carrier perform 
his function. 

Mr. Warren. Then you would favor a rule prohibiting carriers 
from performing forwarding functions? 

Mr. Scuuric. I believe it would be better for all concerned. 

Mr. THompson. Would you suggest a rule to prohibit shippers 
from performing their own forwarding functions? 

Mr. Scuuric. Really, I do not see “where a shipper cannot perform 
any services or perform any business that he has the ability or the 
organization to do. A shipper can, for instance, be his own carrier 
within the United States, and in many cases they own trucks and 
earry their own cargo to seaboard. So he certainly can perform that 
function if he so desires to do. 

Mr. THompson. Have you ever solicited any large corporation, 
which had its own staff for forwarding purposes, in an attempt to get 
its forwarding business? 

Mr. Scuuria. No, sir; I have not. 

Mr. THompson. Do you know any shipper who has refused to desig- 
nate a forwarder for brokerage collection purposes? 

Mr. Scuuria. Well, I believe Mr. Spedden mentioned United 
States Steel. 

Mr. Tompson. I mean do you know of any in your area? 

Mr. Scuuric. United States Steel does operate out of Houston, 
but I do not know whether they have ever exported anything, so I 
would hesitate to be specific on that. 

Mr. THompson. Do you know of any exporter who, as a matter of 
policy, does not appoint or nominate a forwarder? 

Mr. Scuuric. No. 

Mr. THompson. Do you know of any exporter which maintains its 
own forwarding staff, yet which nominates a forwarder? 

Mr. Scuuria. Yes, sir. 

Mr. THompson. Would you care to name some of them for this 
committee? 

Mr. Scuuria. Could I give vou that afterward? 

Mr. Tompson. If you would care to, sir. 

Mr. Scuuria. | would. 

Mr. THompson. Do you feel that in these cases the forwarder 
~arns his brokerage fee? 

Mr. Scuuric. Depending on the services that he renders. 

Mr. THompson. I say where the shipper performs full forwarding 
services. 

Mr. Scuuric. Where the shipper performs his full forwarding 
services? 

Mr. THompson. And merely nominates a freight forwarder of 
record for purposes of brokerage payments. 

Mr. Scuuric. Well, of course, we all perform a broader service 
from an overall picture. 

Mr. THompson. In soliciting business over the years? 

Mr. Scuvric. We solicit. We also book. In many instances, we 
do book the cargoes in the specific case that you are pointing out but 
do not get the brokerage on that particular booking. That has 
happened. 

Mr. Tuompson. All right, but you say that where an exporter 
designates a forwarder even after the exporter has performed all 
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forwarding services, the forwarder receives brokerage and you think 
that is ategitimate and proper payment. 

Mr. Scuuria. Yes, sir. 

Mr. Tuompson. For what reasons? Because of his other activities? 

Mr. Scuunriac. His other activities and services performed for him 
at other ports. 

Mr. THompson. Suppose a logitinsate but small forwarder just came 
into the business and received such a forwarding fee, and he had not 
over the years performed these services, would the brokerage fee then 
be legitimate or earned, in your opinion? 

Mr. Scuurtia. I guess it would. 

Mr. THompson. You feel he would have earned it? 

Mr. Scuuria. I feel he would have, if he were legitimate. 

Mr. THompson. He has a license. 

Mr. Scuuria. Well, I mean if he had established himself with mem- 
bership in an association, with an office, and was operating, made a 
showing that he was going into business; yes. 

Mr. Tompson. What do you think about people on public payrolls 
who perform no duties yet receive the taxpayers’ money. Is there not 
somewhat of a parallel there and in some of these cases? 

We call them ‘‘deadheads”’ in Louisiana. 

Mr. Scuuria. Yes; you are right. 

Mr. Tuompson. Well, do you think a deadhead earns his money? 

Mr. Scuuric. No, sir. 

Mr. THomeson. Well, the man who is in office designated him and 
named him. 

Mr. Scuvric. But he is endeavoring 

Mr. THompson. The man might want to work and there is no place 
for him to go. He is designs ated and gets the money. 

Mr. Scuuric. I doubt whether a situation of that kind would arise. 
I think people have to be established in some manner and make some 
showing before anyone would give them any business consideration. 

Mr. ‘THompson. I think that perhaps you know that there are 
cases. You mentioned them in your statement. You say, ‘These 
would be wrong practices.” 

You base it on some knowledge. I merely want to know your 
personal opinion about the fellow who has not perforn sed the broad 

service for the Maritime, for the carriers, and shippers. Is there any 
difference in his receiving brokerage that he has not earned as against 
the man who has been performing? 

Mr. Scnuric. I would say they are parallel. 

Mr. THompson. You say there is a difference? 

Mr. Scnuric. No: I believe they are parallel. 

Mr. T'Hompson. You would say that brokerage is legally payable 
and earned under any circumstances? 

Mr. Scuuria. No. No;I did not mean that. On your comparison 
between the deadhead and for services never yet performed, I would 
say that those are the same. 

Mr. Tuompson. All right. They are the same, 

Suppose you have a broker who has been in the brokerage business 
for 10 years. He has been to Argentina and Guatemala and through 
the Middle West or somewhere else and performed services generally 
for the port and for carriers. Then there comes along a shipment 
relative to which he has performed no services. but he is nominated as 
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the forwarder, broker, and he collects the brokerage. On this specific 
one he has done nothing. 

Compare him to the forwarder who has not given this broader 
service to the industry, who has received a similar nomination. Is 
there any difference in the two cases? 

Mr. Scuunria. I feet there is; yes, sir. I think the man has been 
working, he has endeavored to perform a service, and undoubtedly 
he has. He has undoubtedly disseminated information over a period 
of time which the majority of those in our business do daily as we go 
along, changes in regulations, rates, and shipping opportunities at 
other ports, that may not present themselves at the port from which 
that shipper is operating. 

Mr. THompson. But the other forwarder who has not performed the 
broader services would not be able to legitimately collect a brokerage 
fee under those circumstances? 

Mr. Scuuric. No, sir. 

Mr. THompson. I cannot see the difference in the basic thinking 
that you are using, again bearing in mind the old Sherwood Forest 
philosophy —if a man does good for 10 years, he can do harm for one 
time and not be convicted; whereas someone else who had not been 
on the scene would be convicted for doing the same thing. 

Mr. Scuuria. Of course, we feel that we are performing a service 
right along. 

Mr. THompson. I agree. Do not get me wrong. I am in agree- 
ment that there are wonderful services performed by many freight 
forwarders. We are trying to help you work out what is a good, 
proper freight-forwarding activity and what is not; what is hurting 
you as a small-business man and what is not; and whether or not the 
Congress should look into it. 

Maybe you can work it out yourself. I would prefer that, frankly. 

Mr. Scuuria. I wish we could. 

Mr. TuHompson. However, I cannot see how we can go afoul of 
something we have always considered right. If you are considering 
these broader services, shouldn’t you be on a general retainer rather 
than paid when you perform the services? That is something to 
consider. That is not my position. I have no position here. 
This is a difficult thing when we cannot get more specific informa- 
tion. 

Mr. Scuuric. Of course, probably a lot of our thinking is based on 
historic practices, and it leads us not to consider any others. 

Mr. TxHompson. Sometimes laws are made because of custom. 
Certainly, under existing statutes there is no basis now for people to 
say that certain carriers or shippers are going afoul of the law when 
they do not use freight forwarders, that certain Government agencies 
have broken the law, because the law does not, in my opinion, state 
that they should be used. I think that all those things should be 
determined before anything is done, to clarify what seems to be a bad 
and much overlooked situation. 

Proceed. 

Mr. WarrEN. Mr. Schurig, this committee has in its confidential 
files certain cases in this locality which show that forwarders are 
nominated to receive brokerage but, with respect to particular ship- 


ments involved, perform no services for shippers and perform no 
services for carriers. 
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I ask you this question: Do you have any clients in your area who 
have nominated you to receive brokerage but for whom you perform 
no services? 

Mr. Scuuric. Yes; there is such an instance. However, as far as 
the “no services” are concerned, I go back to the statement a while 
ago that there are continued services rendered. 

Mr. Warren. Generally speaking. 

Mr. Scuuria. Generally speaking; yes, sir. 

Mr. Warren. Is this an unusual case or is it frequently done? 

Mr. Scuuria. I would say it is an unusual case. 

Mr. WarreEN. Do you believe it is unusual throughout the gulf 
area, or is it a frequent type of thing? 

Mr. Scuuria. No; it is not frequent. It is not general by the trade. 

Mr. WarrEN. Mr. Schurig, you have indicated to this committee 
that perhaps it would be a wise thing to preclude carriers from 
engaging in forwarding functions for the reason that you believe that 
they are not carrier functions and it is unfair competition against the 
forwarding industry. 

Is there any reason for not including exporters or shippers who 
prefer not to designate forwarders but who perform their own forward- 
ing functions in this category of preclusion? 

Mr. Scuuria. I do not see how it would be possible to try to regulate 
or force services such as we render on the general public or the general 
shipping public. 

I believe your question was that we do not have them do their own 
forwarding? 

Mr. Warren. You have proposed a possible regulation or law 
under which carriers would perform no forwarding functions; am | 
correct? 

Mr. Scuvric. That is correct; ves. 

Mr. Warren. Why wouldn’t you include in that same law the 
shipper or exporter, and deny him the privilege of forwarding? 

Mr. Scuurica. I do not believe that I could make such a request of 
the shipper or exporter. 

Mr. WarREN. But you do think that in the case of ocean carriers? 

Mr. Scuuria. Yes, sir. That is because they are common carriers 
who, within themselves I believe, are subject to some regulation, just 
like possibly we are. 

Mr. Warren. You are not doubting the authority of Congress to 
request this? 

Mr. Scuuria. No, no. I was just thinking from my own stand- 
point, not from the standpoint of Congress. 

Mr. Warren. Do you believe that it would be practical for an 
ocean carrier to inquire into each case as to whether or not brokerage 
is properly earned? 

Mr. Scuuria. It would be difficult, but I believe it could be done. 

Mr. Warren. Have you ever heard of a case in which a carrier has 
refused to pay brokerage? 

Mr. Scuuria. No, sir. We have none. 

Mr. Warren. To your knowledge, are all carriers paying broker- 
age? 

Mr. Scuuria. Yes, sir; except in 1 or 2 excluded trades. 

Mr. Warren. What are those trades? 

Mr. Scuuric. Puerto Rico and Hawaii. 
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Mr. Warren. The domestic offshore? 

Mr. Scuuria. Yes, sir. There is no brokerage on domestic busi- 
ness; yes, sir. 

Mr. Warren. How about on inbound traffic? 

Mr. Scuuric. Brokerage is payable at the port of loading but not 
at destination. 

Mr. Warren. Can a conference contain a concerted probibition 
against brokerage on inbound traffic? 

Mr. Scuvuric. I do not know whether that is in the conference 
regulation or not. I believe possibly it is, but I could not say that 
definitely. 

Mr. WarrEN. Do you believe that a law should be passed clarifying 
the situation as to forwarders participating on Government ship- 
ments? 

Mr. Scuuric. I guess it would be desirable if it is the wish of 
Congress in carrying out the Bland Act, of which I do not know too 
much. T know it from the standpoint of a layman. 

Mr. Warren. Do you believe it should be left to the discretion of 
the Government agencies to determine whether or not they desire to 
use freight forwarders; or, as a matter of public policy, should it be 
determined that forwarders must be used on all shipments, including 
military? 

Mr. SCHURIG. I believe it should be a matter of public policy and, 
when you say ‘military’, I do exclude strictly military cargoes. 

Mr. Warren. Mr. Schurig, pursuing further the question of 
Government shipments: Assume that a Government agency deter- 
mines in its discretion that it is to the advantage of the Government 
to dispense with freight forwarders in particular situations. Do you 
believe that in such instance the Congress should ignore such deter- 
mination by the Government agency involved, and, as a matter of 
public policy, pass a law forcing the agency to use a forwarder? 

You do not believe that, do you? 

Mr. Scpuric. May I have that again, Mr. Warren, please? 

Mr. Warren. A Government agency has determined that it is to 
the advantage of the Government not to use freight forwarders. It has 
made a study of this matter. Now, in spite of this determination, 
do you believe that the Congress should pass a law forcing the Govern- 
ment agency to use a freight forwarder? 

Mr. Scuuria. If, in the opinion of Congress, it is desirable to have 
that law on the books; yes. 

Mr. Warren. In other words, you are recognizing that there is a 
question of policy here, perhaps, of private industry versus govern- 
mental encroachment? 

Mr. Scuuria. Yes, sir. 

Mr. Warren. And, regardless of the equities of the situation, 
that is the paramount issue that you think ought to be decided? 

Mr. Scuuric. Well, I think that is a matter for decision of C ongress. 

Mr. Warren. Are you engaged solely in freight forwarding? 

Mr. Scuunia. Yes, sir. 

Mr. Warren. You have no sideline activities? 

Mr. Scuuria. None whatever. 

Mr. Warren. Do you procure marine insurance? 

Mr. Scuuriac. Yes, when requested. 
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Mr. Warren. What are your sources of income, freight forwarding 
fees and brokerage? 

Mr. Scnuria. Yes, sir. 

Mr. Warren. Solely? 

Mr. Scuuria. Yes, sir. 

Mr. THompson. Have you ever determined which percentage 
applied to each, approximately, sir? 

Mr. Scuuria. Yes, sir. In our case, | mentioned that in our state- 
ment, that from the standpoint of our members we ran from 25 to 
45 percent brokerage for our members, and 75 to 55 percent forwarding 
fees. 

In our own case, it is a matter of just slightly less than 60—40. 

Mr. THompson. Do you ever waive your forwarding fee in con- 
sideration of brokerage? 

Mr. Scuurie. No; and I would probably have to qualify that by 
saying “not in its entirety.” 

Mr. Warren. But you have reduced it. 

Mr. Scuuria. Yes, reduced it, not because of brokerage. That is 
against my policy. 

Mr. Warren. Reduced it because of competition? 

Mr. Scuuric. Because of competition. 

Mr. Warren. In your own area? 

Mr. Scuuria. Yes, sir. 

Mr. THompson. Do you consider that waiving a forwarding fee 
might be the same as a rebate? 

Mr. Scuuria. | think so. 

Mr. Warren. Do you think the reduction of a forwarding fee 
might be the same as an indirect rebate? 

Mr. Scuuria. It could possibly be. Of course, the forwarding fee, 
in its regard to total overall freight costs, is very, very negligible; but 
it could be stretched into that theory, yes. 

Mr. WarrEN. Would you endorse a system of uniform minimum 
fees to eliminate this competition which you have just described to 
the subcommittee? 

Mr. Scuuria. If I thought there would be a practical solution, 
which I have not been able to think of, I would almost be inclined 
to say “yes”; but the situation on almost every shipment, or every 
shipper versus another shipper, is that the requirements of one man 
are entirely different than another one. And yet you are doing, from 
an overall standpoint, the same function. 

One man you handle collateral for and another you do not. So it 
would be hard to have a minimum, which I think would automatically 
become a maximum, for variation in services. 

Mr. Warren. Do you believe that in the case where a large corpora- 
tion maintains an adequate export staff to perform all forwarding 
functions, and in fact does, you are valuable to that shipper at that 
particular port where you are nominated? 

Mr. Scuvnria. Yes, sir; I do. 

Mr. Warren. Describe your value to that kind of shipper. 

Mr. Scuuric. From the information we furnish bim. 

Mr. WarrEN. Does he request this information? 

Mr. Scuuric. Quite frequently we are called upon to obtain in- 
formation for him. 

Mr. Warren. For the shipper? 
























































































































































































































































356 FOREIGN FREIGHT FORWARDERS AND BROKERS 






Mr. Scuuria. For the shipper; yes, sir. 

Mr. Warren. Does he pay you for this information? 

Mr. Scuuria. No, sir. 

Mr. Warren. He does not? 

Mr. Scuuric. No, sir. 1 mean the information I have reference 
to is information as to ships’ positions, rates, and matters of that 
kind, sailings from other ports. 

Mr. Warren. Would you not suspect that the export departments 
of large shippers are constantly in contact with sailing schedules, with 
rates schedules, and, as a matter of fact, subscribe to the various 
publications which are available in all port areas on this subject? 

Mr. Scuuria. Quite true. 

Mr. Warren. Then, how is this information valuable to him? 

Mr. Scuuria. I had a case not too long ago where I was asked to 
book some cargo for Kingston, Jamaica, where the shipper could not 
locate space. Space was not available. There were no sailings. 
However, | did make some space available and made that shipment 
possible. 

We sometimes have information available that may not be broadly 
published, especially in the Caribbean area. 

Mr. THompson. Your great service in that instance was for the 
shipper? 

Mr. Scuuria. Yes, sir; and the ship as well, because the ship also 
needed the cargo. 

Mr. Tuompson. The way you mentioned that you finally made 
that space available indicated to me that you had to convince the 

carrier to take it. 

Mr. Scuuric. As a matter of fact, 1 was glad to get the cargo 
myself. 

Mr. Warren. Has it ever occurred to you that the forwarder 
might be getting a — ride at the expense of the steamship lines? 

Mr. Scuuria. No, I do not believe so. I do not think so. As an 
ilustration—and I do not know whether the industry as a whole has 
followed the same policies as I did—up until a vear or two ago there 
was no brokerage paid on one of the conferences, and whatever cargo 
we procured for them, there it was. When they finally started paying 
brokerage, there was no change in the service fee that I made the 
customer for handling before or after brokerage was paid. 

Mr. Warren. Would you consider that most of your services are 
rendered for the benefit of carriers or to shippers? 

Mr. Scuurtc. No, I would say that I cannot say equally divided, 
but the service is rendered for both. 

Mr. Warren. But is it not a fact that you receive more compensa- 
tion from carriers as distinguished from compensation received from 
shippers on such shipments? 

Mr. Scuuria. I would not say so. I would not say so. 

Mr. Warren. You are stating that your forwarding fee on a given 
shipment may very well parallel the brokerage received on the sbip- 
ment? 

Mr. Scuuria. Oh, by the division of our revenue, why, the for- 
warding far exceeds it in our particular case. It exceeds the broker- 
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age in the earnings of our firm. It varies from the nature and type of 
business that any one broker might handle. 

Mr. Warren. I presume, then, that in your firm brokerage, be- 
cause of the nature of the commodities and the freight rates involved, 
is not as high as it is in other businesses; is that correct? 

Mr. Scuuria. That is correct. Probably the size may have some- 
thing to do with it. 

Mr. THompson. Have you ever had a carrier refuse the payment of 
brokerage after you have been nominated as broker? 

Mr. Scuuria. No, sir. 

Mr. THompson. Do you know of any case where carriers in your 
area have refused to pay brokerage? 

Mr. Scuurtia. No, sir; I do not. 

Mr. THompson. Do you enjoy a good relationship with carriers in 
business at Galveston and Houston? 

Mr. Scnuria. Very pleasant. 

Mr. THompson. Do you have any questions, Judge Chase? 

Mr. Cuase. No. 

Mr. THompson. Mr. Davidson? 

Mr. Davipson. No. 

Mr. Warren. Mr. Schurig, I understand that there is a local rule 
in Houston or Galveston which requires a forwarder to be a member 
of a local trade organization or civic group in order to participate as 
a freight forwarder. Is that correct? 

Mr. Scuuric. Would you give me that again, Mr. Warren. I did 
not quite catch the continuity. 

Mr. Warren. | understand, sir, that there is a requirement in 
Galveston or Houston that freight forwarders must belong to civic 
organizations in order to perform forwarding services. Is that 
correct? 

Mr. Scuurie. No, sir. 

Mr. Warren. There is no such requirement? 

Mr. Scnuria. No, sir. 

Are you specific in your question about freight forwardin 
it pertain to brokerage, too? 

Mr. Warren. Both or either. 

Mr. Scuuria. In order to collect brokerage on cotton, and only 
cotton, you must belong to either the Galveston or Houston Cotton 
Exchange, depending on what port you are using that the shipment 
leaves from. That is a rule in the exchanges over there that was put 
in, I think, when they were founded. 

Mr. Warren. Did not the Federal Maritime rule on the precise 
issue here involved several years ago? 

Mr. Atuten. You had to belong to the board of trade here for a 
number of years, but Federal Maritime would not approve of that so 
it is no longer necessary. 

Mr. Warren. It was an illegal provision, as a matter of fact? 

Mr. ALLEN. Yes, sir. 

Mr. Scuurtia. It is just a-matter of cotton there, to belong to the 
cotton exchange. 

Is Mr. J. Ashton Greene here? 


o, Or does 


D>) 
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STATEMENT OF J. ASHTON GREENE, J. ASHTON GREENE & 
ASSOCIATES 


Mr. Greene. Mr. Chairman, I have some copies of my general 
statement which I would like to leave with the committee. 

Mr. THomeson. Would you identify yourself for the reporter, 
please? 

Mr. Greens. My name is John Ashton Greene. I am in the busi- 
ness of freight forwarding, exporting, in the city of New Orleans. 

Is that sufficient, Mr. Chairman? 

Mr. Tuompson. If that is your identification, sir, that is sufficient. 

Mr. Greene. Distinguished chairman and members of the com- 
mittee, this inquiry is long overdue. 

As a correspondent to many of you here today, and other Members 
of Congress, I have long taken an active interest in matters before you. 
| have endeavored to point out how a small-business man just 
starting in the export shipping business would be hampered, even 
harassed, by certain practices and activities of various shipping in- 
terests, the Government itself, and allied interests. 

I am not appearing before you today to plead my special cause. 
| am before you today for a simple, sound reason. I believe that the 
small, independent businessman in the export shipping business has a 
courageous friend in Congressman T. Ashton Thompson of Louisiana, 
and I believe that Congressman Thompson with his strong adminis- 
trative competence and high sense of personal integrity will defend 
the interests of said small independent businessman in the export 
shipping business. 

Now let’s get down to business here today. My testimony will 
center around the following points: (1) Government practices; (2) 
other practices; (3) suggestions for improving the situation. 

Mr. Counsel, in case there are any points here that you would like 
me to expand on while I am reading it, I think it might be best for 
vou to ask questions then. 

First, I called attention to the Defense Department not following 
the spirit and letter of the Bland Forwarding Act as early as 1952. 
This committee knows of my forthright stand on this matter. It is 
paradoxical that the Defense Department, as an integral arm of the 
Government of the United States, does not follow the laws of the 
United States. If the law is bad, then it should be changed, not 
weaseled out of. 

I sincerely believe that the Bureau of Public Roads of the United 
States should cease using the services of a favored few forwarders in 
the New Orleans area. In addition, said Bureau should reveal the 
names of said favored few forwarders controlling their business through 
New Orleans. 

Mr. Tuompson. Let us follow your suggestion, sir. 

I am sure that if you have listened to the other witnesses, you 
know that we are trying to get statistics. Will you give the names of 
the favored few forwarders that you know of? 

Mr. Greene. Mr. Chairman, I would like to. I tried over a period 
of 2 years to get the names of these favored few forwarders. I have 
a letter here that I addressed to Mr. Paul Wooton in Washington. 

Mr. Tuompson. He is not with Maritime. 

Just a moment. He is not with Maritime. 
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I am trying to expedite this as much as I can. We want to hear 
you, but how many of these forwarders are being used by Bureau of 
Public Roads? Do vou have anv idea? 

Mr. Greene. I tried to find out that fact, Mr. Chairman, but | 
have been unsuccessful. 

Mr. THompson. How do you know there are only a favored few? 

Mr. Greene. Because of the fact that the Bureau of Public Roads 
has told me that they are using some forwarders here in New Orleans 
but would not reveal the names, and I asked Congressman Hébert 
to get the list and he said ‘“‘No,”’ he could not. 

Mr. Tompson. Did they refuse to put vou on their list? 

Mr. Greene. They refused. 

Mr. THompson. For what reason? 

Mr. Greene. I do not think they were very specific. 

Mr. THompson. Did they give vou any nonspecific reason? 

Mr. Greene. I| do not recall. 

Mr. TrHompson. Proceed. 

Mr. Greene. On that point I might expand. 

Mr. Davinson. Mr. Greene, before you expand, will you make the 
point, beeause you have not made it yet. Who in the Bureau of 
Public Roads told you that a favored few were used? 

Mr. Greene. Of course, they did not use ‘‘favored.”’” Mr. F. V. 
du Pont said they were using the services of certain ioewendens in 
New Orleans. They would refuse to put any more forwarders on the 
list. 

Mr. THompson. Did you infer that there was anything corrupt or 
improper about that? 

Mr. Greene. Yes, I would. 

Mr. Tuompson. Why? 

Mr. Greene. Because any business that the Government has, 
{ think should be on a contractual basis, a bid basis, or it should be on 
a rotational basis. This was not on any of those counts, to my 
knowledge. 

Mr. THomprson. We will keep that in mind. 

Please proceed, sir 

Mr. Greene. I might add that the reason I brought in Mr. Wooton 
is because Mr. Eisenhower had indicated that if anybody found any 
corruption in his administration, to point it out. 

[ tried to get some information from a bureau and could not. So 
l asked Mr. Wooton to intercede for me at the White House. 

Mr. Davipson. About what corruption are you talking? 

Mr. Greene. In the Bureau of Public Roads, of using a favored 
few. 

Mr. Davipson. You say there are a favored few corruptibly being 
used? ; , 

Mr. Greene. I say they are. 

Mr. Davipson. I say that you are very reckless unless you tell me 
what you mean by that. 

Mr. Greens. Would you agree, Mr. Congressman, that if the 
Government uses a few forwarders- 

Mr. Davipson. I would not even suppose such a thing in the eb- 
sence of any evidence. Let me know what evidence you have. 


Mr. GreENp. I have this evidence from Mr. du Pont. 1 have had 
it for 2 years, 
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Mr. Davipson. To the effect that he would not put you on? 

Mr. Greene. That is right. 

Mr. Davipson. Therefore, there is corruption. 

Mr. Greene. That he would not put on any forwarders. 

Mr. Davipson. I have had enough of this, Mr. Chairman. I do 
not care to ask any further questions. 

Mr. THompson. Proceed. 

Mr. GreENE. The Federal Maritime Board has delayed the issuance 
of a registration number and license for the firm of Gulf Overseas 
Enterprises, Inc., a Louisiana corporation. Said application was 
made in September 1955. With some minor changes made in October, 
the Board still has the application pending, delaying our operations 
several months. I have written the Board many times about this, 
but no reply has been forthcoming. 

Mr. Warren. Mr. Greene, do you have more than one Federal 
Maritime Board registration number? 

Mr. Greene. No, I do not. 

Mr. WarrEN. You have one, 1359? 

Mr. GREENE. J. Ashton Greene; yes. 

Mr. Warren. Do you own stock in any other corporations? 

Mr. Greene. Yes, I do. 

Mr. Warren. How much stock do you own? Are both of these 
companies participating in Government shipments under Govern- 
ment orders? 

Mr. GREENE. Yes. 

Mr. WarreEN. Aren’t most forwarders only participating one time 
in Government shipments? 

Mr. THompson. Do you mean to tell me that you are participating 
in more than one business? 

Mr. Greener. Yes, I own stock in several businesses. 

Mr. THompson. Suppose you tell the committee which businesses 
you represent. You mentioned only one in your introduction. 

Mr. Greene. As a matter of fact, I am representing only J. Ashton 
Greene & Associates. This statement is from that. 

Mr. Tompson. Who owns that company? 

Mr. Greene. J. Ashton Greene. 

Mr. Tuompson. Do you have any employees? 

Mr. Greene. No, I do not. 

Mr. THompson. And you operate out of New Orleans? 

Mr. Greene. I do. 

Mr. Tuompson. In what other companies are you interested? 

Mr. GreEengE. I have stock in several companies. One is Gulf 
Overseas Enterprises. 

Mr. THompson. Is that a forwarding enterprise? 

Mr. Greene. We are not a freight forwarder yet because of the 
fact that we have no registration. 

Mr. THompson. You say “‘we.’”’ Who is “‘we’’? 

Mr. Greene. I have two associates. 

Mr. Warren. How many employees? 

Mr. Greene. We have one. 

Mr. Warren. Who? 

Mr, Greene. Mr. Udell. 

Mr. Warren. He will be the employee for this enterprise. 

How about Transworld Shipping? How many employees are there? 


, 
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Mr. GREENE. We have one. 

Mr. Warren. Who is the employee? 

Mr. Greene. I am. 

Mr. WarREN. So you are an employee of both? 

Mr. Greene. That is right. 

Mr. Warren. As to J. Ashton Greene Enterprises, are you the 
sole employee at both your New Orleans and Baton Rouge offices? 

Mr. Greene. No; I am not. 

Mr. Warren. There is an additional one? 

Mr. GREENE. Yes. 

Mr. THompson. You mentioned awhile ago and it develops now 
that _ have two organized companies? 

Mr. GREENE. That is right. 

Mr. THompson. One is the one that you are representing here 
today, and there is another called what? 

Mr. Greene. Transworld Ship yping C orp. 

Mr. THompson. The : is a corporation? 

Mr. Greene. Yes, it is a Louisiana corporation. 1 am speaking 
only here today as J. doles Greene & Associates. 

Mr. Tuompson. I understand that, but at the same time, you said 
awhile ago that you believed that the Government should either oper- 
ate on a contractual, or a bid, or a rotation basis. 

Mr. Greenr. Absolutely. 

Mr. THompson. And you thought that that would be fair? 

Mr. Greene. That is right. 

Mr. THomrson. And now | understand that vou are doing business 
with the Government in two different companies. You are the sole 
employee of each of the companies, and now you are applying for a 
third registration. 

Mr. Greene. That is right. 

Mr. THompson. Well, would that not indicate that you are trying 
to get a little more than your share? 

Mr. Greene. Absolutely not, Mr. Chairman. 

Mr. THompson. Why? 

Mr. Greene. Because of one simple fact. 

Mr. THompson. Didn’t you say vou believed in the rotation svs- 
tem? 

Mr. Greene. I certainly do. I have not rotated. 

Mr. THompson. Just a minute. Then, you are on that list three 
times? 

Mr. Greene. No, I am not. 

Mr. THompson. Somebody else is on one. 

Mr. Greene. We have no registration number for Gulf Overseas. 
We have been waiting 3 months. 

Mr. THompson. You are on twice? 

Mr. Greene. Transworld is on as a Louisiana corporation, and 

Ashton Greene is on. ‘That is right. 

Mr. THompson. So, if you did have a rotational policy, which I 
assume most departments have, you would have been getting your 
name called up twice to some ‘body else’s once. 

Mr. Greene. They are welcome to do the same, Mr. Chairman. 
| have asked the Federal Maritime Board—— 

Mr. THompson. Just a moment. The witness will suspend. Let 
us get this over first. Earlier you referred to people trying to get an 
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unfair advantage and not giving everyone an equal chance as being 
guilty of corruption? 


Mr. Greene. That is right. 

Mr. THompson. Now, do you think that participating twice to 
another forwarder’s once would be the same thing? 

Mr. GreENE. No, for a simple fact. That is this: The Federal 
Maritime Board knows of my interest in both corporations. They 
know all the facts because you have to put those facts on paper, and 
they have it and they approved it. 

Mr. Tuompson. So that makes it all right. 

Mr. Greene. Every time they approve it. 

Mr. THompson. You are going to get another company. 

Mr. Greenr. No, not quite, Mr. Chairman. 

Let me point out something to you. 

Gulf Overseas—I am trying to stick to this point—has waited for 
3 months. Now, this Gulf Overseas happens to be a complete ship- 
ping service, crating, draying. 

Mr. THompson. Maybe they found out that you already had two 
and this time they caught it. 

Mr. Greene. I do not see what they have to catch. 

Mr. THompson. Proceed. 

Mr. Greene. They certainly have not indicated it because I have 
written to them and they said, “Mr. Greene, you have to correct 1 or 
2 things. Then we will see about approving it.’’ And I wrote them 
correcting those few minor points in October, and they still have not 
come beck with the registration number in December. 

Mr. Warren. I suggest that we talk to Maritime on this subject 
and see that the application is rapidly processed one way or the other. 

Mr. THompson. Certainly it will be processed, but I think that the 
witness has indicated just what I wanted him to indicate. 

Mr. Greener. The State Department likewise has not made known 
to me the names of the favored few forwarders handling FOA aid 
programs to Brazil and Haiti. Their handling of shipments through 
dispatch agents encroaches on the private businesses engaged in such 
work of dispatch and forwarding. 

I suggest that this business be turned over to private business on a 
contractual basis. 

Some time ago I endeavored to ascertain the basis of the State 
Department's business with a certain favored forwarder in New York. 
Gentlemen, I can only say that their replies were in the highest 
tradition of “double talk.” It occurs to me that this aspect of ‘their 
operation, plus their handling of the shipments of the International 
Information Services, deserves to be investigated. 

The Panama Canal Company of New York, a quasi-governmental 
organization, should turn over on a contractual basis or a rotational 
basis, 60-day periods, its forwarding business through New York and 
New Orleans and Houston. For some time the company was using 
the forwarding services of a certain broker in New Orleans. They 
stopped that last year. They now have their own agent through 
General Services Administration here. 

I do not subscribe to the idea that the company’s business would 
be less efficiently handled by outside interests. My long interest in 


this affair is well known to certain members of the Panama Canal Co. 
and Members of Congress. 
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I might add parenthetically here that the Department of Agricul- 
ture and the General Services Administration, Emergency Procure- 
ment Service, while not completely untainted with certain practices 
which smack of favoritism, nevertheless have attempted to rotate 
forwarders in the recent past on a fair and square basis. 

Mr. THompson. What is a fair and square basis of rotation? 

Mr. Greene. I would suggest that any forwarder who requested 
to be put on a Goverment rotational list and would receive shipments 
in due turn would be a fair and square basis; that is, if he is approved 
under General Order 72. 

Mr. TuHompson. Suppose that one of your competitors was on the 
list twice and you were on there only once? 

Mr. Gresne. Well, what would you suggest on that? 

Mr. 'THompson. I am asking you. 

Mr. Greene. Well, if it is permitted, if the Government agency 
permits it. 

Mr. THompson. That makes it right? 

Mr. Davipson. If they permit it, they should be investigated. 

Mr. THompson. If they permit somebody else to do it, they should 
be investigated, but, if they permit you to do it, it is all right? 

Mr. Greenr. No. On the Bureau of Public Roads question, 
I have requested to be put on their list but they told me they would 
not put me on the list, that they had a few forwarders in New Orleans 
doing business with them. 

In the case of the General Services Administration, I requested 

be on their rotation list and they put me on their rotation list. 

| would suggest, in all fairness, that the request was honored. 

Mr. Warren. Do you believe, Mr. Greene, that a Government 
agency should have discretion, having made an examination of the 
—_ ation, to deny you the privilege of participating in its functions, 

1 spite of its rotation system? 

WW e will assume that the Government agency has a rotation system. 
Secondly, we will assume that the Government agency has prescribed 
rules, and pursuant thereto determines that it does not want to use a 
particular forwarder. 

Mr. Grienr. Who makes the rules? 

Mr. Warren. The agency itself. 

Mr. Greene. Are they arbitrary rules? 

Mr. Warren. Would you approve of that procedure? 

Mr. Greene. Not if the rules were not subject to congressional 
scrutiny or did not impinge upon certain administrative discretions. 

Mr. Davipson. Mr. Greene, may I ask you this question at this 
point: 

Suppose this governmental agency or department considered you 
corrupt and tainted upon the same degree of evidence that you have 
brought forth here today in connection with your allegations that 
they might be corrupt and tainted. Would vou say, sir, that you 
were being discriminated against? 

Mr. Greene. I certainly would. I will tell you on what basis, if 
| may. 

You see, there is a difference there. I have repeatedly requested 
the Bureau of Public Roads to put me on their rotation list. 

Mr. Davipson. Suppose they think you are corrupt and tainted? 

Mr. Greene. They should tell me that. 

TH 6S—i6——- 24 
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Mr. Davipson. Maybe they do not want to hurt your feelings but 
they might decide to act upon as little evidence as you are giving 
us here. I would say that would be unjust. 

Mr. GREENE. Just on the basis that I am approved on General 
Orders 70 and 72, it is sufficient for the other agencies of Government 
to approve me. ‘Tf the other agencies approve me, I would say ipso 
facto that there must be something in the Bureau of Public Roads 
that might be arbitrary. 

Mr. Davipson. You know that approval under orders 70 and 72 
is just the filing of a registration. 

Mr. Greene. It has taken 3 months and they are still not issuing 
anything on our application. 

Mr. Tuompson. It probably gets progressively harder to get one 
after you have bad two. 

Mr. Greene. If the chairman thinks there should be changes 
made, I think it might be well to make those changes, but you know 
something. If you own stock in companies—for instance, I might 
own stock in some automobile companies and there might be a con- 
flict of interests there if I went to work for the Government. 

Mr. Tompson. If you owned 100 percent of the stock in more 
than one automobile company, I would say there would be. 

Mr. Greens. No chance of that, Mr. Chairman. 

Anyway, I think I have a point there, that if one agency approves 
me, I think the other agencies should, too. 

A word or two about customs operations here. 

Mr. Tuomrson. By the same token, do you think that if one agency 
turns you down, the others should turn you down also? 

Mr. Greene. No, unless they have a very good reason for it, but 
they should tell me the reason and not hide behind the idea that they 
do not have to reveal the names of these forwarders that they use. 

Mr. THompson. Please go ahead with your statement. 

Mr. GreFNeE. It occurs to me that there must be a reason for the 
tight — that a few customs brokers have on all the import business 
through New Orleans, and indirectly the export business because of 
the tie-in. 

I wanted to mention, Mr. Chairman, that if an import broker has 
a certain business coming in, he might tie in with an exporter on the 
basis that be represents people on the import side, and naturally, an 
import broker can be an export broker, too. 

Mr. THompson. There is no restriction legally against that, is there? 

Mr. GREENE. No, no restriction, but look at the list of customs 
brokers in New Orleans, gentlemen. Not many firms listed. 

I want it known that I favor the right of any American citizen to 
take the customs brokers examination at any time he so desires. 
Present legislation seems to give the power of arbitrary decision to 
certain officials who seem bent on “protecting the favored few now 
getting all the custom brokerage business.” 

[ would also suggest that more appropriations be made available 
to hire more personnel at the local customhouse, not only for Commerce 
Department export declaration work, but also for security and import 
work of the Treasury Department. 

Mr. Tompson. We will not delve into those things. 

Mr. Greene. Second, other practices: I have before me your point 
4 from the list furnished me with letter from C ongressman Thompson, 
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dated November 28, 1955, I favor the continuance of the practice of 
paying 1% percent brokerage on ocean freight shipments. 

I recommend that steamship companies and their agents be for- 
bidden to engage in actual forwarding of ocean shipments. In ad- 
dition, I would propose stiff penalties for firms and persons engaging 
in rebate practices, dummy corporation practices, and other practices 
designed to defeat the purposes and objectives of a bill protecting the 
independent operations of the freight forwarding business firm. 

Gentlemen, I have already pointed to certain approaches for 
remedying the situations now existing, and I have made certain 
recommendations. I hope they have been constructive. 

There are many ideas and points which I could have brought up 
and which have been the subject of voluminous correspondence be- 
tween this firm and Members of Congress and the departments of 
Government. I hope you will review your files on these matters. 

Now, I might bring up some matters of immediate importance which 
could not be covered in a general statement. 

Mr. Tuompson. Mr. Greene, in your statement you suggested that 
we interrupt you at will, I believe. 

Mr. GREENE. Yes, indeed. 

Mr. THompson. I want to interrupt you now. 

You state that, in addition, you would impose stiff penalties against 
firms or persons engaged in such practices as dummy corporations or 
other practices designed to defeat the legislation. 

Mr. Greene. That is right. 

Mr. THompson. You state that under the Bland Forwarding Act 
and the Shipping Act there are some loopholes and that there have 
been practices being engaged in that were not necessarily illegal but 
were against the spirit of the law. 

Mr. Greennr. That is right. 

Mr. Tuompson. Those are corrupt practices in your mind, are they 
not? 

Mr. Greens. That is right. 

Mr. THompson. What about your registering more than once? 

Mr. GREENE. J. Ashton Greene is registered once. ‘Transworld 
Shipping Corp., of which I am only a stockholder—there might be 
gentlemen in this room who have stock in many corporations. 

Mr. THompson. You are the only employee in both instances? 

Mr. Greene. I represent Transworld here, yes. 

Mr. THompson. And you mentioned here that you would provide 
for stiff penalties for persons engaged in these practices designed to 
defeat the purposes. You did not say “to break the law” but ‘‘defeat 
the purposes” of the act. 

Mr. Greene. That is right. 

Mr. THompson. You are doing the very same thing that you 
are speaking of here. 

Mr. Greene. I can be a stockholder. 

Mr. Tuompson. I do not care about the loopholes. All I can say 
is that if I have ever seen a clear-cut case of a dummy corporation 
for the purpose of getting on a rotation list twice, you are it. 

Here is the first specific example I have had today and you brought 
it to me yourself. , 
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Mr. Greene. We area firm, Mr. Chairman, incorporated in Louisi- 
ana, doing business in Louisiana, and we have a business here. We are 
not a dummy corporation. 

Mr. THompson. You say you are the only one. 

Mr. Greene. No, but there are officers and associates doing 
business and the Federal Maritime Board knows that. They have 
our information. 

Mr. THompson. You did not break the law. You have performed 
an act that has as its motive getting around the law. 

Mr. Greene. We did not do that to get on any rotation list. 

Mr. Tompson. I frankly believe, Mr. Greene, that your practices 
are part of the reason for us spending our time here when we would 
rather be at home. 

Mr. GREENE. Speaking of rotation lists, we seldom get on a list. 

On Agriculture, we were rotated once in 3 vears and only then with 
very strong emphasis on getting rotated, 

Mr. THompson. I question the motives of even this third applica- 
tion. 

Mr. Greene. We are not in business to get on rotation lists; other- 
wise, we would starve. 

The Government business, where there are agents appointed, is too 
few and far between. 

Mr. THomeson. If vou have any testimony to give to this com- 
mittee, | hope vou will give it. 

Mr. Warren. Are you a member of the local forwarder’s associa- 
tion? 

Mr. Greene. The freight brokers; no, | am not. 

Mr. Warren. Is there any reason why you haven’t joined? 

Mr. Greene. | never have indicated a desire to belong. Actually, 
I am in several businesses. I am also a consultant, and also I have 
several other interests. 

Mr. Warren. Do vou have many clients other than the Govern- 
ment? 

Mr. Greene. Sure. 

Mr. Warren. Very many? 

Mr. Greene. | would say yes. Not too many. Not substantial, 
no, but I do not believe that is any reason to hold against a person 
if his business is not as prosperous as some businesses of certain for- 
warders in this room. 

Mr. Thompson. You cannot blame a man for trying, can you? 

Mr. Greene. That is right, and I have been trying, Mr. Chairman. 

[ have here one other instance of something I think I should bring up 
because I believe it is important to your deliberations. This was a 
clipping which was cut from a paper September 19, 1953. It was 
sent to me and | think it contains certain information that might be 
of interest to the committee. It indicates that 1 have been a long- 
standii or advocate of certain things. 

Mr. Tuomrson. This will be made part of the record if you care 
to leave it. 

Mr. Greene. I would like to, Mr. Chairman. 

(See appendix printed as supplement to the hearings.) 

Mr. Greene | am open to questions. 

Mr. THompson. Your statement will be made part of the record, 
Mr. Greene. 

(The statement referred to follows:) 
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STATEMENT OF J. ASHTON GREENE, REPRESENTING J. ASHTON GREENE & Asso- 
CIATES OF NEW ORLEANS 


Distinguished chairman, members of the committee, this inquiry is long overdue, 
As a correspondent to many of you here today or other Members of Congress I 
have long taken an active interest in matters before youtoday. Ihave endeavored 
to point out how a small businessman just starting in the export shipping business 
would be hampered, even harassed by certain practices and activities of various 
shipping interests, the Government itself, and allied interests. 

I am not appearing before you today to plead my special cause. Iam before you 
today for a simple sound reason. I believe that the small, independent business- 
man in the export shipping business has a courageous friend in Congressman T. 
Ashton Thompson, of Louisiana, and I believe that Congressman Thompson with 
his strong administrative competence and high sense of personal integrity will 
defend the interests of said small independent businessman in the export shipping 
business. 

Let’s get down, to business: My testimony will center around the following 
points: 

1. Government practices. 
2. Other practices. 
3. Suggestions for improving the situation. 

First, I called attention to the Defense Department not following the spirit and 
letter of the Bland Forwarding Act as early as 1952. This committee knows of my 
forthright stand on this matter. It is paradoxical that the Defense Department 
as an integral arm of the Government of the United States does not follow the laws 
of the United States. If the law is bad, then it should be changed, not weasled 
out. of. 

I sincerely believe that the Bureau of Public Roads of the United States should 
cease using the services of a favored few forwarders in the New Orleans area. In 
addition, said Bureau should reveal the names of said favored few forwarders 
controlling their business through New Orleans. Congressman F. Edward Hébert 
took up the matter, but was unsuccessful. Since there might be some collusion 
here, I have asked the White House to investigate the matter. 

The Federal Maritime Board has delaved the issuance of a registration number 
and license for the firm of Gulf Overseas Enterprises Inc., a Louisiana corporation. 
Said application was made in September 1955. With some minor changes made 
in October, the Board still has the application pending, delaying our operations 
several months. I have written the Board many times about this, but no reply 
has been forthcoming. This gentlemen, is not in the tradition of high principles 
of democratic government or justice and fair play. 

The State Department likewise has not made known to me the names of the 
favored few forwarders handling FOA aid programs to Brazil and Haiti. Their 
handling of shipments through dispatch agents encroaches on the private busi- 
nesses engaged in such work of dispatch and forwarding. I suggest that this 
business be turned over to private business on a contractual basis. 

Some time ago, I endeavored to ascertain the basis of the State Department’s 
business with a certain favored forwarder in New York. Gentlemen, I can only 
say that their replies were in the highest tradition of double talk. It oecurs to 
me that this aspect of their operation, plus their handling of the shipments of 
the international information services deserves to be investigated. 

The Panama Canal Company of New York, a quasi governmental organization 

should turn over on a contractual basis or a rotational basis (60-dav periods) its 
forwarding business through New York and New Orleans and Houston. For 
ome time. the company was using the forwarding services of a certain broker in 
New Orleans. They stopped that last year. They now have their own agent 
throueh General Services Administration here. I do not subscribe to the idea 
that the company’s business would be less efficiently handled by outside interests. 
My long interest in this affair is well known to certain members of the Panama 
Canal Co. and Members of Congress. 

I might add parenthetically here, that the Department of Agriculture and the 
General Services Administration, emergency procurement service, while not 
completely untainted with certain practices which smack of favoritism, neverthe- 
less have attempted to rotate forwarders in the recent past on a fair and square 
hasis. General Services follows the policv of rotating forwarders for 60-day 
periods—a sound practice which could be followed by other services. 

A word or two about customs operations here. It occurs to me that there must 
be a reason for the tight hold that a few customs brokers have on all the import 
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business through New Orleans, and indirectly the export business because of the 
tie-in. Look at the list of customs brokers in New Orleans, gentlemen. Not 
many firms listed. I want it known that I favor the right of any American citizen 
to take the customs brokers examination at any time he so desires. Present 
legislation seems to give the power of arbitrary deeision to certain officials who 
seem bent on “protecting the favored few now getting all the custom brokerage 
business.”? I would also suggest that more appropriations be made available to 
hire more personnel at the local customhouse, not only for Commerce Department 
export declaration work, but also for security and import work of the Treasury 
Department. 

Second, other practices. I have before me your point 4 from the list furnished 
me with letter from Congressman Thompson, dated November 28, 1955. I favor 
the continuance of the practice of paying 14 percent brokerage on ocean freight 
shipments. I recommend that steamship companies and their agents be forbidden 
to engage in actual forwarding of ocean shipments. In addition, I would propose 
stiff penalties for firms and persons engaging in rebate practices, dummy corpora- 
tion practices, and other practices designed to defeat the purposes and objectives 
of a bill protecting the independent operations of the freight forwarding business 
firm. 

Gentlemen, I have already pointed to certain approaches for remedying the 
situations now existing, and I have made certain recommendations. I hope they 
have been constructive. There are many ideas and points which I could have 
brought up and which have been the subject of voluminous correspondence 
between this firm and Members of Congress and the departments of Government. 
I hope you will review your files on these matters. Now, I might bring up some 
matters of immediate importance which could not be covered in a general state- 
ment. Thank you, gentlemen, for permitting me to come before you today. 


Mr. Tuompson. Do you have any questions, Mr. Chase? 
Mr. Cuase. No. 

Mr. TuHompson. Mr. Davidson? 

Mr. Davipson. No. 

Mr. Tuompson. Do you have questions, counsel? 

Mr. WarreEN. No. 

Mr. Tuompson. Thank you very much, Mr. Greene. 


Mr. Louis A. Schwartz of New Orleans Traffic and Transportation 
Bureau. 


Would you identify yourself for the reporter. 


STATEMENT OF LOUIS A. SCHWARTZ, GENERAL MANAGER, 
NEW ORLEANS TRAFFIC AND TRANSPORTATION BUREAU 


Mr. THompson. Please proceed. 

Mr. Scuwartz. First I wish to thank the chairman and committee 
for the opportunity to appear here today. 

Frankly, I do not have any factual evidence to offer in connection 
with the investigation. However, I do wish to present this very brief 
statement. 

My name is Louis A. Schwartz. I am general manager of the New 
Orleans Traffic and Transportation Bureau, with headquarters 408 
International Building, 611 Gravier Street, in the city of New Orleans. 

The New Orleans Traffic and Transportation Bureau is a nonprofit 
organization, organized for the purpose of promoting and protecting 
the city and port of New Orleans in all matters pertaining to trans- 
portation. As general manager of the New Orleans Traffic and Trans- 
portation Bureau, I come in close contact with the freight forwarders 
and foreign freight brokers, members of the Forwarding Agents and 
Foreign Freight Brokers Association of New Orleans, La., a number 
of whom are members of the New Orleans Traffic and Transportation 
Bureau, and predicated upon my personal knowledge can testify as to 
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the trustworthiness and reliability of the members of Forwarding 
Agents & Freight Brokers Association of New Orleans, La., with 
whom I come in contact, and can also testify that these forwarders 
and brokers are interested in, and working very vigorously to develop, 
the movement of foreign commerce through the port of New Orleans. 

I may supplement that by saying that T also come in contact with 
forwarders and freight brokers who are not members of the associa- 
tion, and they devote quite a bit of effort along the same lines. 

I have listened with a creat deal of interest to the testimony of 
Messrs, Allen, Lusk, and Spedden, and I can confirm their testimony 
that they devote a considerable portion of their time and resources 
looking toward the promotion and encouragement of, and to the 
development of, business for the benefit not only of the port but also 
all transportation agencies and steamship lines that serve the port. 

The reason why I think I am qualified to make this statement is 
that the Foreign Freight Brokers Association and the members of the 
association work very cooperatively with the New Orleans Traffic 
and Transportation Bureau. Our organization represents the board 
of trade, the chamber of commerce, the cotton exchange, the coffee 
grain and rice interests, all of which have to do with the promotion 
and interests of the port, just as the interests at Lake Charles have 
their own organization and other ports have interests looking toward 
the protection of their port from the freight-transportation stand- 
point, 

That is why I think I am qualified to make this statement and I 
offer it to the committee for what it may be worth. 

Mr. THompson. We appreciate your statement. We need all 
the corroborative evidence we can get. 

Have vou heard of any abuses that are prevalent in that portion of 
our maritime industry that is concerned with forwarding? 

Mr. Scpwartz. Personally, no, sir; not in this locality 

Mr. THompson. Do you feel that freight forwarders around and in 
he port of New Orleans are performing an adequate service, or do 
you feel that it could be improved upon? 

Mr. Scuwartz. To the best of my knowledge, Mr. Chairman, | 
think they are performing a very adequate service. 

Mr. THompson. Do you think that a licensing system with certain 
minimum standards would help the profession of freight forwarding? 

Mr. Scuwartz. I think it would if the Congress set certain mini- 
mum standards because that way it would sort of weed out some of 
the ones who possibly are not qualified. 

Mr. Tuompson. I think that perhaps Congress would not have to 
pass a law to provide for licensing. The Maritime Board could 
possibly do it under existing authority. 

Mr. Scuwartz. That is right. 

Mr. THompson. There is a difference of opinion in that. Some 
think that licensing is not necessary and others think it should be done. 

Mr. Scawartz. I think it should be done. 

Mr. Tuompson. Do you have any questions? 

Mr. Warren. I have one question, Mr. Chairman. 

Mr. Schwartz, you mentioned in your statement that forwarders 
are vigorously engaged in the development and in the movement of 
loreign commerce through the New Orleans port. 
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Are you referring to the fact that forwarders are interested in 
getting business for this port versus other ports, or are vou referring 
to the fact that forwarders are engaged in the development of new 
business that has never moved in the export trade of the United 
States? 

Mr. Scuwartz. I meant that in two ways: First, that they are 
interested in the development of new business. Obviously, new 
business redounds to their benefit as well as it redounds to the ny 
of the port and the agencies that serve the port. That is No. 

Now, to my mind, they at all times are endeavoring to ie their 
services, particularly the New Orleans freight-forwarding fraternity, 
because by improving their services and endeavoring to help the ex- 
exporters in the interior, they are drawing business to our port and, 
of course, to the extent that they draw husiness to our port or ports 
along the gulf, they are helping to develop the economy of those ports. 

In fact, 1 would say that some of our forwarders are extromely for- 
eign-trade minded. For example, as pointed out by Mr. Spedden 
and the others, they are members of the International House. 

Now, the International House, as you possibly heard, while it is 
located at New Orleans is not primarily a New Orleans institution. 
It is interested in developing foreign trade. 

We say here in New Orleans that if we develop foreign trade we 
are bound to benefit through the development of foreign trade be- 
cause we offer the facilities here for the movement of traffic through 
New Orleans. 

It. is the same way at Lake Charles. Lake Charles will benefit and 
Houston and the other ports will benefit if we develop a quantitative 
amount of foreign commerce. I would say all ports will benefit by 
it if it is developed. 

Mr. Warrin. Thank you. I have no further questions. 

Mr. Tompson. Mr. Davidson, do you have questions? 

Mr. Davinson. I have no questions. 

Mr. THompson. Do you have questions, Mr. Chase? 

Mr. Cuasz. | have no questions. 

Mr. THompson. Thank you very much, sir. I appreciate your 
coming. 

Mr. Scnwartz. Thank you, sir. 

Mr. Tompson. Is there anyone here from the port of Lake 
Charles? 

We have a few minutes left before 5 o’clock. If anyone not sched- 
uled would care to make a short statement, I feel sure that the other 
committee members would agree to hear him. 

Gentlemen, the meeting will be adjourned until tomorrow morn- 
ing at 10 o’clock. 

(Whereupon, at 4:50 p. m., the hearing was adjourned, to reconvene 
at 10 a. m. Friday, December 9, 1955.) 





INVESTIGATION OF THE ACTIVITIES OF FOREIGN 
FREIGHT FORWARDERS AND BROKERS 


FRIDAY, DECEMBER 9, 1955 


House or REPRESENTATIVES, 
SPECIAL SUBCOMMITTEE ON FREIGHT FORWARDERS 
AND BROKERS OF THE COMMITTEE ON 
MERCHANT MARINE AND FISHERIES, 
New Orleans, 1. 

The subcommittee met at 10:10 a. m., pursuant to recess, in the 
Federal courtroom, United States Post Office and Courthouse Build- 
ing, Hon. T. A. Thompson (chairman of the subcommittee) presiding. 

Preseat: Represeatatives Thompson, Davidson, and Chase. 

Present also: Chailes F. Warren, chief counsel to the subcommittee. 

Mr. Tuompson. The subcommittee will come to order. 

The record will show the attendance of the members. 

Gentlemen, in continuing these hearings today, we hope to wind up 
somewhat early this afternoon. We did not get as far yesterday as 
we had planned. This morning, we will ask Mr. Joseph Henderson 
to come forward and give his testimony. 


STATEMENT OF JOSEPH D. HENDERSON, NATIONAL MANAGING 


DIRECTOR, AMERICAN ASSOCIATION OF SMALL BUSINESS, 
INC, 


Mr. Hrnpprson. My name is Joseph D. Henderson. | am 
national managing director of the American Association of Smal 
Business, Ine. 

Mr. THompson. We are glad to have you with us, Mr. Henderson. 
| believe you have a prepared statement. It was very interesting. 
| read about it in the press. 

Mr. Henprerson. We are conducting a public relations service 
dedicated to keepimg small business in business, and publicity goes 
along with good public relations. 

Mr. THompson. We can agree with you. I have never seen any- 
one in public office who shied away from publicity at one time or 
another if it was favorable to him. I do want to apologize for not 
having been able to allow you to testify yesterday. We are happy 
to have you this morning. 

Mr. Henverson. I have been disappointed before at congressional 
hearings so, having sat all day yesterday, I absorbed more than the 
situation could possibly contain. 

Mr. Tuompson. I hope, then, that it served some useful purpose. 

Mr. Hexperson. Thank you. 

As you probably read in the paper, I just recently applied for regis- 
tration as a foreign freight forwarder. 
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The United States Department of Commerce Maritime Adminis- 
tration has attempted to regulate the freight forwarde ‘rs by establish- 
ing registration under General Orders 70 “and 72. While the freight 
forwarders do not need to be regulated, the canal system is a farce. 
Anyone can register and, in all probability, be granted a certificate. 

I have secured registration and immediately requested my certificate 
to be canceled. If you are interested, the number awarded me is 
1926; you may look it up. 

Now, if the Federal Maritime Board really wanted to do a good job 
of registration, it should call on the members of the freight-forwarders 
industry to draw up rules to regulate themselves. By doing this, all 
of the inexperienced, and in some instances unetbical, freight for- 
warders would be weeded out of the industry. 

Mr. THompson. At that point, Mr. Henderson, are you aware 
that freight forwarders now have authority to join in a conference 
agreement where they so choose by applying to the Federal Maritime 
Board, and by doing so, they would not run afoul of the antitrust laws. 

Mr. Warren. And they have had that privilege since the American 
Union Transport case i1 1946, over 10 years ago, to form a conference 
agreement, to be submitted and filed for approval under section 15 
before the Federal Maritime Board. Are you aware of that, sir? 

Mr. Henperson. I think the various freight forwarders associations 
throughout the country are familiar with that, and they in all prob- 
ability do take advantage of it. 

Mr. Warren. Do they? Not a single agreement has been filed. 

Mr. Henperson. They are certainly missing an opportunity. 

Mr. Tuompson. But the fact is that you had not known of that 
before, or you would not have made the statement that they should be 
formed? 

Mr. Hrnprrson. I had known of it before and I am at a loss to 
understand why they have not gotten together, except, as you prob- 
ably noticed yesterday, first one ‘gentleman and then the otber said he 
did not want to give the other fellow a list of his shippers, and so forth. 
They may be jealous of their assets. That is what it »mounts to. 

Mr. THompson. Proceed, sir. 

Mr. Henprrson. Thank you. 

We have been informed a previous witness, testifying before this 
committee on the west coast, stated that brokerage charges should be 
billed to the shipper. A number of our members are wondering why 
this witness did not also suggest billing the shipper with wharf services 
and loading of the ship. It would have been just as logical. 

In connection with the subject of brokerage, I want to state = the 
definition of ‘brokerage,’ as defined by Webster’s Dictionary, i 

Brokerage—The business of a broker; also the fee or commission for transacting 
the business of a broker. 

Webster also defined a broker as: 

One who acts as agent or middleman for another. 


You may recall that before devoting my full time to the position 
I now hold with the American Association of Small Sesinedi: Inc., 
I was connected with a shipping business for years. I have had many 
dealings with export forwarders and especially with the members of 
the Forwarding Agents & Foreign Freight Brokers Association of New 
Orleans, many of whom are conducting small businesses and are 
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members of the American Association of Small Business, Inc. We 
have members in the export forwarding field in other parts of the 
Nation also. 

In fact, our roster is composed of over 125 different trade and 
professional categories, and we are working in every State. There 
are over 42 million citizens engaged in or employed by small businesses. 

I have had an opportunity to read “Excerpts from General Ac- 
counting Office’s Report of Investigation of the Use of Private Export 
Freight Forwarders by Department and Agencies of the United States 
dated March 1955,” by W. L. Ellis, ¢ ‘hief of Investigation, General 
Accounting Office. It is the most distorted document I have ever 
had the misfortune to be requested to read. 

Had Mr. Ellis gone to the export forwarders direct, he would have 
received some information which would have been worth the time and 
expense consumed in compiling the document. He evidently did not 
confer with anyone familiar or at least friendly with the forwarding 
agents and foreign freigbt brokers 

The forwarding and foreign freight brokerage business is as old as 
the history of shipping. It has stood the test of time, and for Mr. 
Ellis to report that export forwarders and foreign freight brokers are 
not rendering a service just indicates that he has not been given the 
complete picture and, to put it mildly, that he has made some seri- 
ous misstatements. 

For your information, and that of Mr. Ellis and others, I am now 
going to give you some facts about the export forwarders and the part 
they. play in foreign commerce. 

Unheralded and unsung, asking no special favors, the freight brokers 
and export forwarders are an encyclopedia of information when it 
comes to the details of dispatching cargo from points of origin to 
destination. Their hands stretch out in all territories to bring to the 
ports of our Nation an ever-increasing volume of cargo. 

By bringing increased tonnage through the port of New Orleans 
and other ports, the export forwarders “have increased employment 
for thousands in other specialized industries. The many stages 
through which an import or export shipment passes involve the 
activities of railroads, motor carriers, ocean carriers, stevedores, 
marine-insurance brokers, truckmen, warelhousemen, interpreters, 
and foreign consulates. From this you can visualize that one of the 
greatest fields of employment in New Orleans and other ports origi- 
nates with the forwarding and allied industries. 

I would like to insert here the statement that it has been said that 
about 75 percent of every dollar in circulation in the port of New 
Orleans originates on the waterfront. 

The export forwarders, with their knowledge, experience, and 
facilities, relieve steamship lines, shippers, and exporters of the many 
details involved. Their ability to prepare export documents, arrange 
marine insurance, complete booking details, et cetera, saves the shipper 
the cost of maintaining a port office. Their knowledge of freight rates 
enables their clients to sell in competitive markets. Their knowledge 
of exacting detail and documentary procedure makes them an impor- 
tant figure in all foreign commerce. 

In addition to being an asset to his community, the foreign freight 
broker and forwarder also performs many services for the steamship 
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lines, for which he is awarded a commission usually amounting to 
1% percent. 

The forwarder prepares all shipping documents such as ocean bill 
of lading, export declaration, et cetera, as well as many other docu- 
ments required by the laws of the country of destination. In fact, 
cargo cannot be loaded until an export declaration has been cleared 
through the customs. 

The foreign freight broker and forwarder, in many instances, pays 
the ocean freight so that bill of lading can be released, and often has 
to wait some time for reimbursement, thereby relieving the steamship 
lines of the credit risk. 

In addition, the foreign freightbroker and forwarder circularizes 
sailings as well as freight rates to shippers and prospective shippers 
throughout the country. It is not unusual to find foreign freight 
brokers and export forwarding agents traveling through the country 
soliciting business for their respective ports. Frequently they furnish 
domestic shippers the necessary information to convert them to ex- 
porters, and in so doing benefit the steamship lines with additional 
cargo tonnage. 

The booking of freight is one of the functions of the foreign freight 
broker and forwarder. However, many shippers are placed in a 
position to book their own freight by the fact that steamship com- 
panies have established offices in various sections of the country for 
this purpose. This work could be easily performed by the foreign 
freight broker and forwarder, as was the custom in previous years. 

The foreign freight broker and forwarder is most helpful to the 
steamship lines in ‘controlling cargo freight that is destined to their 
wharves. Arrangements are made with the various transportation 
companies to sometimes withhold cargo freight due to lack of wharf 
space or delay in ship’s arrival date, thereby facilitating the steamship 
lines in handling their cargo. 

Often the forei ign freight broker and forwarder intervenes with the 
inland carrier to unload cargo at wharf on overtime, thereby permit- 
ting earlier clearance than could otherwise be had and resulting in a 
saving to the steamship lines. 

Under the present system of handling freight in the United States 
where steamship lines do not perform any foreign freight-forwarding 
work, it would be impossible for them to function without the aid of 
the free enterprise foreign freight brokers and forwarders unless they 
incurred terrific expense. 

Some of the steamship lines, prior to World War IT, maintained their 
own forwarding departments. They discontinued them long ago and 
would not consider reestablishment of such departments because they 
found that the free enterprise foreign freight brokers and forwarders 
perform the work in a much more satisfactory and economical manner. 

Some steamship lines are operating with the aid of a Federal subsidy 
and the expenditure of taxpayers money for the purpose of establishing 
branch offices all over the Nation, for freight solicitation is just another 
weight in the load the people must carry in the welfare state. 

This was understood by the Honorable 8S. O. Bland, of the House 
of Representatives, author of the so-called Bland Freight Forwarding 
Act, section 217 of the Merchant Marine Act of 1936, as amended, 
as evidenced by certain correspondence herewith: 

A letter dated November 20, 1947, addressed to the Honorable 
Kenneth Royal, Secretary of the Army, signed S. O. Bland; a letter 
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dated November 20, 1947 addressed to the Honorable Arthur H. 
Vandenberg, United States Senate, signed S. O. Bland; a letter dated 
November 21, 1947 addressed to the Honorable S. O. Bland, House 
of Representatives, signed A. H. Vandenberg; a letter dated Novem- 
ber 24, 1947 addressed to the Honorable the Secre tary of the State, 
signed S. O. Bland. 

Copies of these letters are attached hereto and must be considered 
a part of my statement. 

This correspondence will indicate to the Members of the Congress 
the Bland Act was an act of Cengress and the Members of Congress 
serving at the time it was enacted into law considered it a good law 
and one which governs the citizens of our nation, including employees 
of various Federal agencies. 

Those citizens and agencies not using the services of foreign freight 
forwarders and brokers are in violation of an act of the Congress of 
the United States. 

Some of the Federal agencies do use the foreign freight forwarders 
and brokers with satisfactory and economical results, as previously 
presented in testimony before this committee. On the other hand, 
emplovees of the Federal Government have testified as to the necessity 
of keeping the great national and international tax-exempt Govern- 
ment-operated forwarding and shipping monopoly, the Military Sea 
Transportation Service, going at the expense of the taxpayers and in 
competition with private enterprise forwarding and shipping busi- 
nesses. 

Members of the Congress have been appealed to on previous ocea- 
sions to remove this monopoly but the pressure of the monev-hungry 
citizens in the various areas have prevented them from discontinuing 
the monopoly because of the millions of taxpayers’ dollars distributed 
on the local level at the expense of all of the citizens of our Nation. 
This practice is not. confined to the shipping and forwarding industries, 
as you gentlemen of the Congress are surely aware. Possibly the 
members of this committee will be among the first of the Members of 
the Congress to do something to put a stop to this public panhandling. 

There are several million citizens who would welcome an opportunity 
to vote for an antiwelfare candidate. 

The Military Sea Transportation Service has been criticized by 
many and most pronouncedly by the Hoover Commission in one of 
the reports issued during the final day of that Commission’s existence. 
Whenever an effort is made to eliminate this leech on.the body politic 
of our Nation, thousands of public panhandlers rush forward to 
grapple with the Members of Congress in opposition to any movement 
to discontinue the MSTS. 

The Military Sea Transportation Service was established on the 
q. t. as an emergency during the time Louis Johnson was Secretary 
of Defense. Just what or w hy the emergency is the question. 

Someone got the brilliant idea that “by eliminating the freight 
forwarder’s brokerage fee and freight charges in the bypassing of the 
regular steamship companies, all of whom pay taxes, they could save 
some money. Evidently these planners lost sight of the fact that 
thousands of dollars would have to be spent in the construction and 
operation of the vessels to be passed on to the Army and other supply- 
ing Federal agencies—agencies that do not pay taxes but are sup- 
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ported by the taxpayer, who must compete with them in order to 
survive. 

Many people believe that the entire setup of the MSTS is illegal 
and in defiance of Public Law 498, approved March 14, 1942, to 
amend the Merchant Marine Act of 1936. 

Admiral Houser states: 

The Department of the Army, as a shipper service, is responsible for arranging 
and contracting for forwarding of freight from point of origin to vessel. 

The ‘‘vessel,’”’ as mentioned by the admiral, must have reference 
to the 500 tax-exempt Government-owned boats operated by MSTS 

It most certainly appears that the Army has gone wholeheartedly 
into the foreign freight forwarding and shipping business, at the 
expense of millions of dollars in taxpayers’ money. 

It is now necessary for the MSTS to employ hundreds of additional 
clerks, supervisors, and military personnel for work performed in the 
past at no expense to the Government. Many businessmen in the 
freight forwarding and shipping business believe that MSTS is costing 
the taxpayers of our Nation many millions of dollars yearly. 

At one time the Department of Agriculture announced that its 
production and marketing administration in New York will act as 
its own grain forwarding agent at the port of New York, resulting in 
the termination of the use of commercial forwarding services there. 

The spread of this socialistic practice to the gulf ports of New 
Orleans, Houston, and Mobile was nipped in the bud by the fast and 
aggressive action of the forwarding agents and Freight Brokers 
Association and others, in cooperation with the American Association 
of Small Business, Inc. 

Whenever the Government goes into any kind of business in 
competition with and supported by the taxpayers, it is not possible 
for that business to long survive. It is agreed that the Government 
should practice economy in all of its many bureaus, departments, 
agencies, and branches, ‘but not by going into taking over and sub- 
sidizing various businesses—for that is socialism, the true blood 
relative of communism. 


One object of the American Association of Small Business has been 
opposition to— 


monopoly, regimentation, excessive taxation and extravagance in Government 
spending of taxpayers’ money. 

We campaigned nationally for demand tax cuts—city, State, 
Federal—and note a decided trend in that direction. Confiscatory 
taxation and extravagance can lead to totalitarian government. 

One project of great interest to New Orleans and all seaports of 
our Nation is elimination of the Military Sea Transportation Service. 

The MSTS distributes large payrolls and other expenditures in 
the community, true. But if MSTS would get out of competitive 
business; private firms could handle more cargoes; the number of 
vessels laid up be reduced; forwarding agents and foreign freight 
brokers handle more cargoes; ship supply firms sell more stores to 
private shipping firms; in the final analysis, the Government collects 
more taxes. 

In 1954 the service operated 221 ships, carried 2,038,331 passengers, 
23 million tons of cargo, cost taxpayers $549 million, without includ- 
ing military pay, allowances, depreciation, interest, taxes. All this, 
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diverted to private business, would strengthen every segment of our 
merchant marine. 

The Government should get out of all competitive businesses and 
their programs be discontinued or turned over to private, taxpaying 
industry. Operation of subsidized, competitive, tax-exempt  busi- 
nesses is like giving a man a transfusion from mght to left arm, with 
a tube that has a leak in it, the Government holding a cup under the 
leak to keep over 5,711,734 employees, including the Armed Forces, 
on the payroll. 

Mr. THompson. Thank you very much, Mr. Henderson. 

I would like to say for the record that, as far as 1 am personally 
concerned, and I am sure I speak for the other members of the sub- 
committee, 1 think you know that there is no greater advocate for 
the stimulating of small business in America, of good, free small 
business enterprise, than we, because we know that it is the backbone 
of our entire economy. I! want that to be perfectly clear. Yet, in 
your statement, I am forced to take issue with one or two things 
because I realize that it is very necessary at times for our Government 
to do for the people what the people cannot otherwise do for 
themselves. 

You mention that you think the Government should practice 
economy, but not by taking over and subsidizing various businesses 
which you say is a socialist-type activity. Do you know that our 
American merchant marine would not be on the seas today if it had 
not been for that subsidy program? Do you know that the American 
flag would not be in any ports were it not for that program, which | 
think is a wonderful program? It has been agreed upon by many, 
many people who are vitally interested. That is my position. 
Certainly it is the position of nearly every Member of Congress, and 
many of them believe in free enterprise. 

I think that when you look into the proposition of what is good for 
free enterprise, you must consider if we are in an emergency period 
because of war or depression or competition from foreign lands that 
cannot possibly be met. Then, I believe it is nationally believed that 
the Government should step in and protect the interests of the 
American flag. 

You mention that one witness at a previous hearing on the west 
coast suggested that the shipper be billed. You have suggested, 
why not bill the shipper for wharf services and loading the ship? 
Who do you think pays for the wharf services and the loading of the 
ship? 

Mr. Henperson. The shipper, the person who ships the goods in 
the first place, but it is probably included in the rate. 

Mr. THompson. That is correct. 

You state: 


A number of our members are wondering why this witness did not also suggest 
billing the shipper with wharf services and loading of the ship. 


He pays for it anyway. He pays through the rates that he pays 
for shipping his goods. 

Mr. Henperson. Exactly, but the thought was there to render 
separate billing. 
_ Mr. Tuompson. That was a facetious statement. You are saying 
it to expand on something that you do not believe. 
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On the other hand, do you not think that a shipper is paying these 
brokerage charges, too, but indirectly? 

Mr. Henprrson. If I buy a woolen suit of clothes, I pay about 116 
hidden taxes and I pay for everything in connection with the operation 
of the business, from the time the sheep was born. 

Mr. Tompson. The carrier is adding to its rate any amount of 
costs that it has, whether they are brokerage charges or whether they 
are loading or unloading charges. 

Mr. Henperson. That was to bring out a point. 

Mr. Thompson. I can understand. I wanted to clear it up. 

Mr. Henperson. In connection with your comments concerning 
subsidies, if you will recall, I was not speaking about legitimate—|] 
will not use the word. [| heard that word used yesterday with some 
unhappy results. 

I will say a regular steamship company operating under the Amer- 
ican flag, and I “know because for a number of years I was closely 
associated with them, is entitled to a subsidy in order to operate the 
merchant marine. 

] may not. know all about the Military Sea Transportation Service, 
but that started out as an emergency movement to carry supplies and 
ammunition and so on to our military personnel in areas where the 
steamship lines operaied by private companies could not safely travel. 

Mr. Tanuneou. Did you not say in your statement that you 
wondered when or where the emergency existed? 

Mr. Henvrrson. Well, it started out in a small way, like a drop 
of yogurt in a bottle of milk. You will have the kitchen full of the 
staff if vou let it alone. 

Mr. THompson. You do egree that an emergency existed when the 
MSTS started? 

Mr. Henprerson. The emergency has been over for years though. 

Mr. Thompson. You don’t say that there was an emergency when 
the MSTS started? 

Mr. Henperson. We did not have to have the MSTS because our 
ships went into all waters in previous wars. 

Mr. Trompson. If we can get the Government out of business, | 
am one who agrees that we should do so wherever possible. I do 
not agree with the Hoover report. I think that it would be costly 
in many instances. I doubt that much of the Hoover report will 
ever see daylight. 

Mr. Henperson. I will not comment on it at this time. 

Mr. TuHompson. I did not ask you to comment. 

Mr. Henperson. I am not a Republican. I am a registered Dem- 
ocrat, too. 

Mr. Tuompson. There is another point that you mention: 


The forwarding and foreign freight brokerage business is as old as the histor) 
of shipping. It has stood the test of time. * * * 


Of course, that is a good point, but let me ask you: Is it not true 
that there have been changes since the beginning of time? You now 
have very definitely sche duled lines running to all ports of the world, 
whereas in the early days the problem of bringing carrier and shipper 
together for scheduling shipments was one of paramount importance. 
Don’t you agree that “this has diminished in importance because of 
the scheduled de »partures? 
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Mr. Henpgerson. As you probably know, Joseph of Arimathea was 
a shipping man, and it is reported that he hauled tin from Britain to 
Palestine and other ports. 

Mr. Tuompson. Did he collect brokerage? 

Mr. Henperson. Probably in his day they may have been glad to 
see a ship come in. 

I understand that during Caesar’s time they had forwarding agents. 

Mr. TuHompson. I asked you a question, not philosophy. 

Mr. Henperson. Today we have, as you say, no need for for- 
warders and freight brokers. 

Mr. Tuompson. I did not say that, sir. I asked you a question 
which you are not answering. Don’t you admit that there have been 
many changes? Let us not take it frem the beginning of time. Let 
us consider it from 1865 as compared to today. 

Mr. Henperson. Well, there are a lot of things I could say, but 
[ will say that, as far as the freight forwarders are concerned, they are 
salesmen working on a commission. 

Mr. Tuompson. Who hires them? 

Mr. Henperson. They are in business for themselves. 

Mr. THompson. Who hires them? 

Mr. Henperson. They are employed by the shipper to arrange for 
the transportation of the cargo. 

Mr. WarrEN. Does the carrier ever employ them? 

Mr. Henperson. From what I heard yesterday and from my 
previous experience, I would say that they are employed indirectly 
and that the carrier is very glad to get the cargo that that freight 
forwarder arranges to have delivered alongside the ship, and they 
are operating on a commission basis, and today we have salesmen 
who are very happy to work on a commission basis. 

Mr. THompson. They are working for the carrier, you say, but 
the carrier does not hire them. They hire themselves. 

Mr. Henperson. They are in business to get the cargo. They 
are independent sales people. 

Mr. Tuompson. I will not belabor that point. I think it is generally 
known that we think forwarders do perform good services. There is 
a question about who they furnish the services for. We need to clear 
that for the record. 

Mr. Henperson. It looks more or less as though it is self-evident 
that they employ the services first for themselves, and for the shipper, 
and for the carrier, because, without the three operating together, 
the freight would not move. 

Mr. THompson. | think you will find in the General Accounting 
Office report that it is not so much that they are not rendering a serv- 
ice, except perhaps in the case of Government cargoes, but they are 
re sndering more of a service to the shipper than they are to the carrier, 
and that in many cases the forwarding fee is waived in consideration 
of the brokerage fee. Now, that is an area that requires study, as | 
think you will agree. 

You mentioned further in your report that the forwarder prepares 
the shipping documents such as bills of lading, export declarations, 
and so forth. The export declaration is the responsibility of the ship- 
per, not the carrier, so we have to separate these two responsibilities 
according to the value of the services, 
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Mr. Henperson. I could cite you an instance where a shipper 
wanted to ship some goods and he tried to handle it himself and, after 
several attempts and many forms filled in, he finally decided to employ 
the services of a forwarder, and the forwarder knew how to handle the 
business so that he got it shipped immediately. 

Mr. THompson. I do not doubt that that could happen. 

Mr. Henperson. Forwarding agents and foreign freight brokers do 
render a service. There is no question about that. 

Mr. THompson. There is no question in the minds of this com- 
mittee that that is true. We are going to develop for whom the 
service is rendered, and where the value is in regard to our interest 
in the same taxpayers’ money that you mentioned in your report. 
We have many fine companies operating the merchant marine of the 
United States, many of them subsidized, which I think is proper for 
many reasons. We also have what is known as a recapture clause, 
with which you are no doubt familiar. Many of these companies 
are doing their utmost to show a profit and to get back on their own 
feet to where they can handle their own business. The Government 
can recapture some of your money by certain economies in the mari- 
time. This is one segment of it. If this committee can find that the 
merchant marine can operate more economically and show a profit, 
then the money is going back into the till where it belongs, to you 
and the other taxpayers. We are working for the same thing. You 
said that you were a public relations man, in addition to being the 
director of the Small Business Association; is that correct? 

Mr. Henperson. Yes. 

Mr. THompson. Do you represent any carriers? 

Mr. Henperson. No. 

Mr. THompson. Do you represent any freight forwarders? 

Mr. Henperson. Yes; there are quite a number of freight for- 
warders who are members of the American Association of Small 
Business, Inc. 

Mr. THompson. I see. That is all. 

Do you have any questions? 

Mr. Henperson. May I ask one question? 

When do you think the Military Sea Transportation Service will be 
dissolved? 

Mr. Tuompson. I will have to refer you back to the full committee. 
Can I put it that way? 

Mr. Henperson. Will you please do so? I have been working on 
that for quite a while. 

I think there are some carriers who would like to see the MSTS 
discontinued. 

Mr. Tuompson. I do not doubt that that is true. However, I think 
that anyone who states that the MSTS was ill-conceived and a drain 
on the taxpayers unnecessarily is not making a statement of fact but 
a statement of opinion that is a little rash. 

Mr. Henperson. I am only going by the information I received 
from Washington. 

Mr. THompson. Maybe Admiral Denebrink would rather not han- 
dle the Military Sea Transportation Service. I do not know. 

Mr. Henperson. Maybe so, but he is stuck with it. 

Like Will Rogers, I only know what I read, but I read something 
besides the newspapers. 
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Mr. THompson. Well, this subcommittee is not going into the merits 
of the MSTS. We are trying very sincerely to get “the answers to 
the freight forwarding problem 

You do agree that a problem does exist? 

Mr. Henperson. Well, I cannot agree that there is a problem. 

Mr. Tuompson. The fact that the Maritime Board issued you a 
license when you did not even want one 

Mr. Henperson. That is no problem. I could eliminate that in 
about 10 words. 

Mr. THompson. Well, you included it in the statement. 

Mr. Henperson. I could eliminate the problem in about 10 words, 
by telling them to discontinue issuing certificates. 

Mr. THompson. And let everybody go into the forwarding business? 

Mr. Henperson. And let the freight forwarders operate it them- 
selves. 

Mr. THompson. Do you have any questions, Judge Chase? 

Mr. Cuassr. I have one question. 

What harm is done by having them register? 

Mr. Henperson. Well, at the present time I might answer with a 
question: What good is it? 

We had an illustration of that here yesterday. I think I deserve 
a medal of some sort for being one of the first freight forwarders to 
enter the business and then retire immediately. 

Mr. Tuompson. I think that the forwarders should give you a 
medal because, with your knowledge of public relations, you would 
have had all the business in 6 months. 

Mr. Henperson. Thank you very much. I appreciate that 
compliment. 

Mr. Tompson. Frankly, Mr. Henderson, this problem is not one 
which we are going to settle overnight. It has been in existence for 
many years. I said here yesterday, and I say again, that there is no 
reason why the membership of this subcommittee could not be home 
during adjournment if the Maritime Board had done what they should 
have done and what they have been authorized to do over the years 
in this connection. 

Coupled with that, if the freight forwarders had taken advantage of 
the authorization to form conferences and regulate themselves, there 
again would be no problem here which would require a subcommittee. 
You stated that you did not know that they could do this. 

Mr. Henperson. I am just thinking of what some of the com- 
petitors of small businesses could do if they had the same protection 
that the freight forwarders have to organize and operate under an 
act of Congress. 

Mr. Tuompson. That, sir, you would have to take up with the 
Special Committee on Small Business. 

Mr. Henperson. They have protection from monopoly. 

Mr. WarrREN. Provided the Federal Maritime Board approves. 
You are stating this because of your political convictions but you are 
not stating this because of your actual knowledge of the forwarding 
industry? 

Mr. Henperson. The Chair ruled that politics cannot enter the 
hearing yesterday. 

Mr. WarREN. You did not answer my question. 

Mr. Henderson, you stated that you had been engaged in the 
shipping industry. In what were you engaged and what did you do? 
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Mr. Henperson. I was a senior accountant for gulf district for the 
United States Shipping Board, now called the Maritime Commission. 

Mr. WarrkEN. You were the senior what? 

Mr. Henperson. Accountant for the gulf district. 

Mr. Davipson. You were working for the Government? 

Mr. Henverson. That is right. 

Mr. WarrREN. That was the extent of your shipping experience? 

Mr. Henperson. Years ago I was in the shipping business and 
operated a tramp sailer coastwise on the Chesapeake Bay, Hampton 
Roads, and around that area. 

Mr. TuHompson. Why did you go out of that business, sir? 

Mr. Henperson. Because I could not make a living and I had to 
go back to school. 

Mr. Tuompson. There were no Government subsidies then, were 
there? 

Mr. Henperson. No. 

Mr. Tuompson. So you lost your business? 

Mr. Henperson. We hauled many things, chickens and so forth. 
Maybe if we had had a Government subsidy, I would be in the 
shipping business yet. 

Mr. THompson. Would you have accepted that subsidy? 

Mr. Henpverson. That is too long ago to recall. Under the cir- 
cumstances, whenever the oil stove in the galley caught on fire and we 
had to throw it over the side to keep the ship from burning up, I think 
I would have accepted most anything. 

Mr. Warren. Mr. Henderson, throughout your statement you 
indicate what the forwarding industry is doing. You refer to the 
various services it is performing. You detail these throughout your 
statement. 

Is your statement based upon what forwarders have told you that 
they do, or is it based upon what you actually know they do; and, 
if so, how do you actually know what they do? 

Mr. Henperson. It is bound to be based on information I have 
secured because I was not in the forwarding business long enough to 
find out. 

Mr. Warren. That is all I wanted to know. 

Mr. Henderson, you refer to certain letters, dated 1947, which relate 
to the Bland Act. 

Do you know when the Bland Freight Forwarding Act was passed? 

Mr. Henperson. I think it is of record in my statement. I have 
forgotten at the moment. 

Mr. Warren. It was in 1942. These letters were written 5 years 
after the Bland Act was passed, and you are citing them as evidence 
of the intent of the act. Yet they were written 5 years after the 
act was passed; is that correct? 

Mr. Henperson. Yes. 

Mr. Warren. Do you believe that these letters are part of the 
legislative history of the act? 

Mr. Henperson. Certainly. They were written by the man who 
introduced the bill. 

Mr. Warren. Even though they were written 5 years after the 
act was passed, and even though the statements that are contained 
therein are not contained in the legislative proceedings, or in the 
hearings prior to the act? 
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Mr. Henperson. Would that make any difference? 

Mr. WarreEN. I am asking you the question. 

Mr. Henperson. Yes, I believe that was the intent of the author 
of the bill, when he wrote the letters 5 years later, to indicate that he 
still believed in what he had requested the Congress to enact into law. 

Mr. Warren. Of course, that is something that we do not want 
to get into since we are reappraising the act. 

Mr. Henderson, you have stated, and I quote: 

Some steamship lines are operating with the aid of Federal subsidy and the 
expenditure of taxpayers’ money for the purpose of establishing branch offices 


all over the Nation, for freight solicitation is just another weight in the load the 
people must carry in the welfare state. 


Are you stating that all steamship lines should close up their 
solicitation offices throughout the country? Are you stating that they 
should never employ a freight solicitor to obtain business for them, 
and that a freight forwarder should solely do this for them? 

Mr. Henperson. That is evident. 

Mr. Warren. Do you think that the steamship lines want to 
do this? 

Mr. Henverson. No. 

Mr. WarreEN. Don’t you believe that they are entitled to procure 
business and to maintain an organization to procure business? Does 
not any business have that right? 

Mr. Henperson. Yes; they do have the right to do it. 

Mr. WarREN. You are trying to take that right away from them. 

Mr. Henperson. No. Let us put it this way: 

It has been illustrated in my statement that some steamship agencies 
have discontinued their freight solicitation operation and find it more 
economical to use the service of forwarders. 

Mr. Warren. Would you repeat that? 

Mr. THompson. Your statement was, pursuant to the question of 
counsel, that some shipping companies have discontinued such offices 
and found it more satisfactory. 

Mr. Henprrson. That is what I have been informed. That is my 
information. 

Mr. THompson. So, because of that, you think perhaps all of them 
should discontinue those offices? 

Mr. Henperson. I would say that I do believe that they would 
find it more economical to use the services of forwarders. 

Mr. Warren. Would you favor a Federal law requiring them to do 
that, sir? 

Mr. Henprerson. No; I believe that everybody should operate their 
own business in accordance with their own idea. This is a free 
enterprise country. 

At the same time, I do not believe that the taxpayers’ money should 
be used to subsidize a shipping concern with a part of this money 
being used to maintain offices throughout the country to solicit freight 
when you have people in the freight forwarding business that are very 
anxious to go out and solicit freight for them without cost to them. 

Mr. THompson. By the same token, sir, you are advocating that 
the Government should cause these offices to be closed and pay this 
same money out to freight forwarders. 

Mr. Henperson. Well, if the Government reduced the subsidy a 
certain degree, then they probably would have to close the offices 
in the various sections of the country. 
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Mr. Tuompson. I do not think so. I think that when any company 
has a job to do in selling you would advocate that they increase their 
sales staff or increase their advertising to increase sales; would you 
not? 

Mr. Henperson. Yes; of course. 

Mr. THompson. Then why should they, if business falls off, reduce 
their solicitation offices? 

Mr. Henperson. They can use the services of freight forwarders. 

Mr. THompson. On a commission basis? 

Mr. Henperson. Exactly. 

Mr. Tuompson. If they cannot do it on a salary basis? 

Mr. Henperson. The commission basis has been proven, I am 
informed, to be less expensive than the maintenance of personnel and 
offices, and so forth. 

Mr. Tuompson. Mr. Henderson, I can assure you that that is not 
going to be a result of these hearings. We agree with you that the 
Government should interfere the least with private business. If 
the steamship companies maintain solicitation offices, I assure you 
I will not be a party to any Government activity saying that they 
cannot have them. 

Mr. Henperson. The only point I am making is that the subsidy 
is being used for a purpose that could be eliminated, and the freight 
forwarders’ services could be used without the support of the Federal 
Government. 

Mr. TuHompson. May I ask you a question, Mr. Henderson? 

You are very much interested in the protection of the taxpayers’ 
money. Now, we know that there have been cases where an exporter 
maintains its own export facilities and performs all of its forwarding— 
forwards the cargo to the dock but then nominates a freight for- 
warder to receive brokerage. The carrier does not question this. 
He pays brokerage to the forwarder so nominated even though he has 
performed no services in that instance. What do you think of that 
situation? 

Mr. Henperson. Well, it was brought out yesterday that the 
services continuously are being performed. 

Mr. THompson. Give me an answer in this specific case, without 
regard to other things that might be done by this forwarder. Do 
you think that this is a proper payment of taxpayers’ funds? 

Mr. Henprerson. Well, I would say that if a person does not work 
for bis wages, or does no work or service for what he is being paid for, 
then that is up to the individual, the company or whatever the case 
may be and the person who is paying him. 

Mr. Tuompson. As a taxpayer, you would be interested in a situa- 
tion such as that. 

Mr. Henperson. I would be opposed to paying for a service which 
was not rendered. 

Mr. TuHompson. In this specific case, would you be opposed to the 
payment of brokerage where a broker does not function whatsoever? 

Mr. Henperson. I am not informed on the details, as 1 explained 
before. 

Mr. Toompson. I gave you the details. The 1% percent is being 
paid. 

Mr. Henperson. The illustration you gave me just now, from all 
I have been able to hear from what you just said, the broker does no 
service whatsoever. 
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® Mr. THompson. Correct. 

Mr. Henperson. Therefore, under those circumstances, he would 
not be entitled to receive any compensation. 

Mr. THompson. Under the present practices, he is paid merely 
by nomination of the shipper. 

Mr. Henperson. But, on the other hand, brokerage is a fee for 
services rendered, and it has been the custom over the years to solicit 
freight and interest people in coming into the shipper’s office to do 
business. That is a detail you will have to develop. That is what 
you are working for. 

Mr. THompson. That is what I am trying to develop and you are 
going all around the points and refusing to answer. 

Mr. HeNpERsoN. You want me to say that I know of a case where 
a broker has received money which he did not work for. 

Well, I do not know of any such case. 

Mr. Tompson. I am telling you that there are cases where a 
broker received money for which he did not work. I am asking your 
opinion. You represent brokers. 

Mr. Henprerson. My opinion of that is if a person receives com- 
pensation for which he renders no service and does no work, and 
it can be proven that he has done nothing for it, then he should not 
be paid for the services supposed to have been done. 

Mr. THompson. You say that as a representative of the brokers? 

Mr. Henverson. That is just commonsense. 

Mr. THompson. You say that as a public-relations man represent- 
ing freight forwarders? 

Mr. Henprerson. Well, I would put it this way: 

If I sit in the shade and wait all day for the man to come around 
with my check, I am not entitled to that check unless I was just hired 
to sit in the shade. 

Mr. Tuomrson. That is all. 

Mr. Warren. Mr. Henderson, don’t you think that you are making 
some pretty strong factual statements about something which you do 
not know? 

Mr. Henperson. No. 

Mr. Warren. According to your personal knowledge? 

Mr. Henprrson. What is knowledge except that which is acquired 
by studying, reading, and talking with people? 

Mr. Warren. You have had no background to make the statements 
vou have made? Isn’t that the case? 

Mr. Henperson. I have never been in the freight-forwarding busi- 
ness, but I have had conversations and I have read a great deal about 
the freight-forwarding business. I have had some experience with the 
freight-forwarding business during the time I was with the United 
States Shipping Bo ard, and I think what I have said is factual informa- 
tion and I am just as qualified to say it as anybody else. 

Mr. Warren. Mr. Chairman, I think the record speaks for itself. 
[ have no further questions. 

Mr. THompson. Just to clarify our position, if this subcommittee 
were to act on statements made that were based on hearsay, you 
would be one of the first to criticize. We are after facts. We are 
after testimony that is based on personal knowledge and not on 
hearsay. It is fine to state a philosophy of what should be done, but, 
when statements are made condemning something that is done and 
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are not based on personal knowledge of the situation, then we would 
be in great danger if we acted on such testimony. 

You can appreciate that; legally, there is a difference between 
hearsay and valid evidence. 

Mr. Henperson. But if the gentlemen of the Congress did not 
inform themselves by correspondence, by reading and by delving 
into such matters as you are working on today, you would not be 
informed either. Therefore, you would not be in a position to pass 
on the subject. 

Mr. Tuompson. If that were true, and I do not want to burden 
your time or ours further, the subcommittee would not have to sit 
here and compile a record of personal testimony. The subcommittee 
could, on the basis of letters and telephone conversations in Wasb- 
ington, have done the job that should be done. I think that that 
speaks for itself. If there are no further questions, I think that will 
be all, Mr. Henderson. Thank you very much for coming. 

Mr. Henpverson. Thank you. 

Mr. Tuompson. Mr. E. J. Middleton, secretary of the South 
Atlantic Steamship Conference. 

Mr. Middleton, would you step forward, please, sir. 

Please proceed, Mr. Middleton. 


STATEMENT OF E. J. MIDDLETON, SECRETARY, SOUTH ATLANTIC 
STEAMSHIP CONFERENCE 


Mr. Mippueton. I am E. J. Middleton, secretary of the South 
Atlantic Steamship Conference. 

The following statement is in response to a request for information 
made by Subcommittee Chairman T. A. Thompson, in his letter dated 
November 16, 1955, with attachments. 

Now, I would like to ask the chairman, since my answers are in 
response to the attachment to this letter, might it not be more intelli- 
gible if I read some of the questions that were asked? 

Shall I read them or read the statement as I have it? 

Mr. THompson. You might read the question so that the question 
will be completed. 

Mr. Mipp.teron. I will do that. 

In paragraph 2, I am asked to testify about “matters concerning the 
use of and the compensation received by forwarders and brokers on 
Government export shipments,”’ and so forth. 

We prefer not to comment on that right now. We will be glad to 
answer any questions later on. 

Mr. THompson. Proceed, and we will go into that after your state- 
ment. 

Mr. Mrippteton. No. 3 is the “analysis of services forwarders and 
brokers render to carriers and to shippers on commercial export 
shipments.” 

The primary function of a broker is to promote and develop the 
movement of cargo. This is accomplished by first obtaining the cargo 
in hand for booking, and, second, arranging suitable freight space 
with a carrier. 

A forwarder’s duty is to supervise the actual movement of the 
shipment for account of the shipper, from the inland point of origin 
until it is loaded aboard vessel. In doing this, he must trace the ship- 
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ment to port, order it to shipside in accordance with instructions from 
the carrier, prepare consular documents, secure insurance when neces- 
sary, prepare and file export declaration with the customshouse, and, 
when shipment is loaded, secure bill of lading from the carrier. 

Quite often both brokerage and forwarding services are performed 
by the same firm. 

A broker-forwarder is also of assistance to a carrier. In his function 
as shipper’s agent, he smooths the path of the goods from the inland 
carrier to the vessel and thereby assists the line in the performance of 
its duties. 

Paragraph 4 (a), the answer is in (e) which follows. 

Paragraph 4 (6) is— 


the importance of forwarders to small and large shippers, carriers, and developing 
the foreign commerce of the United States. 


We consider that 3 (a) that I have already read covers that. 
Paragraph 4 (c) is— 


sources of forwarder income and significance of each source. 


A broker’s compensation is received from the carrier with whom 
freight is booked. This is usually a certain percentage of the freight 
charge; in the case of the members of this conference limited to 
1% percent. 

A forwarder’s compensation from the shipper, the amount depending 
on duties performed. 

Paragraph 4 (d) is— 


definition of brokerage. 


Brokerage is compensation paid by carrier to a broker for obtaining 
cargo for its vessels. 

Paragraph 4 (e) is— 
responsibility of carrier to insure that brokerage is payable where properly earned 
and only to those legally entitled to receive it. 

Brokerage may not legally be paid either to a shipper or consignee. 
In furtherance of this, our conference rules require that all brokerage 
bills presented to member lines carry the following clause: 

In compliance with section 16 of the Shipping Act of 1916, payment by the 
carrier and acceptance of freight brokerage by the broker are on the strict under- 
standing that no percent of the brokerage shall revert to the shipper or consignee, 
and that the business of the broker is in no sense subsidiary to that of the shipper 
or consignee, 

Our lines pay brokerage only to brokers named by shippers and 
legally entitled to receive it. Further, such brokerage is paid only to 
those registered with the Federal Maritime Board under General 
Order No. 72, paragraph 244.13. 

Paragraph 4 (f) is— 


performance of forwarding functions by carriers and practice in regard thereto. 


Our lines handle fully prepared papers for shippers or forwarders 
free of charge. We do not consider the furnishing of a bill of lading 
as a part of the forwarding function, as the law requires the carrier 
to prepare one free of charge. Sometimes export declarations are 
incomplete by reason of the shipment from inland destination. In 
such cases, when the information is available, our lines complete the 
declarations. 
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I might add that the reason they do that is to prevent delay for 
the ship, or shutting out cargo as in many instances there is just not 
time to go back to the shipper. 

The basis for paying brokerage is already covered in (c) and (d) 
and (e). 

Next is 
extent of solicitation activities between forwarders, carriers, and shippers. 


Our lines keep in close touch with the shippers and forwarders in 
the interest of securing cargo for their vessels. 

Paragraph (7) is 
factors affecting forwarders’ selection of particular carrier to handle a particular 
shipment. 

Forwarders usually consider position of vessel, transit time en route, 
facilities at loading and discharging ports, and the responsibility of 
the carrier. 

No. 5 is 
existence of abuses and questionable practices involving the use of forwarders 
and brokers, including suggestions for correcting such abuses and practices— 
and so on. 

We prefer not to comment on that. 

We would be glad to answer any questions under point (a). 

Paragraph 5 (6) is— 
payment of brokerage to dummy forwarders. 


Payment of brokerage by our lines is made only to legally qualified 
brokers, designated by shippers. Our lines pay no brokerage except 
to legally qualified brokers designated by shippers. 

Mr. Tuompson. At that point, what would you consider a legally 
qualified broker? 

Mr. Mippuetron. Well, a legally qualified broker, as we have 
already stated, is one that is registered with the Federal Maritime 
Board. 

Mr. Tuompson. Will you read part (6) of the question again, 
please? 

Mr. Mippueron. My answer? 

Mr. THompson. The question: 


Payment of brokerage to dummy forwarders. 


Do you think a dummy forwarder is a legally qualified broker? 

Mr. Mippuieton. No; he is not. 

Mr. THompson. Then why isn’t he a legally qualified broker? 

Mr. Mippieron. Because he performs no service and is not en- 
titled to anything. 

Mr. THompson. Have you ever refused to pay forwarding fees to 
a broker that was not legally qualified? 

Mr. Mippteton. Not that we knew of. We pay brokerage only 
when it is designated by a shipper. 

Mr. Tuompson. Couldn’t you have a dummy forwarder designated 
by a shipper? 

Mr. Mripp.eron. It is possible. 

Mr. Warren. Might you not pay brokerage to a dummy for- 
warder? 

Mr. Mippueron. It could be. 
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Mr. Warren. What is a legally qualified forwarder under your 
theory? 

Mr. Mippteron. One that is legally qualified is one that is reg- 
istered with the Maritime Board. 

Mr. Warren. Under General Order 72. And what else? 

Mr. Mipp.teTon. One that is also designated by the shipper. 

Mr. WarrEN. Designated by the shipper? 

Mr. Mippteton. That is right. 

Mr. Warren. But that forwarder might be a dummy forwarder. 

Mr. Mipp.eTron. Could be. 

Mr. THompson. So your answer does not answer the question in 
this instance? 

Mr. Mipp.eTon. Well, it is answered to this extent: 

Without making a thorough investigation of every broker that is 
nominated, we do require him to stipulate, on his brokerage bill, 
this clause and sign it, and also he must be designated by the shipper 
and also must be registered with the Maritime Board. 2 i 

It is entirely possible that some are dummy forwarders.’ wy wer 

Mr. Tuompson. That is so. I think your answer is not complete, 
frankly, because on the one hand you say that you do know that a 
dummy broker is not really a qualified broker, and, on the other hand, 
you say you make payments only to legally qualified brokers. Then 
you say you make no attempt to find out which is which. 

Mr. Minpueron. If we knew one was a dummy, we would not pay 
him. 

Mr. TuHompson. But you have not encountered one? 

Mr. Mippteton. No. 

Mr. Tuompson. Do you think that there are some? 

Mr. Mipp.eron. Quite possibly. As I say, we do not conduct an 
investigation. We could not. 

Mr. Tuompson. Continue. I merely wanted clarification. 

Mr. Mipp.Leron (reading): 


Payment of brokerage when not properly earned. 


Our lines pay no brokerage except to legally qualified brokers des- 
ignated by the shipper, and we consider that he is qualified if he is 
designated by the shipper. 

Mr. Warren. The fact that he is nominated means that he is 
qualified, whether or not he has rendered any services? 

Mr. Mipp.eton. We assume that he has procured the business. 

Mr. WARREN. You assume. 

Mr. Mippueton. We assume that. 

Mr. Warren. The fact of nomination by the shipper is your indi- 
cation of securing or obtaining business? 

Mr. Mippueron. That is right. 

Mr. THompson. Please proc ceed, sir. 

Mr. Mippueton. Paragraph 6 is: 
sufficiency of existing laws and regulations purporting to regulate forwarders and 
brokers, including the need for additional legislation or measures which might 
more properly regulate this industry. 

We prefer not to comment on that. 

That leaves the attachment to Chairman Thompson’s letter of 
November 28: 

1. The amount of brokerage paid by conference lines or nonconference lines 
to foreign freight forwarders in 1954. 





390 FOREIGN FREIGHT FORWARDERS AND BROKERS 


Our conference members paid a total of $44,653.23 brokerage 
during 1954. 

As to questions 2 (a), (6), (c) and (d), we consider that we answered 
them in paragraph 4 (f) above. 

Mr. Tuompson. Thank you, Mr. Middleton. 

You are representing the South Atlantic Steamship Conference? 

Mr. Mippueton. That is right, the member lines of the South 
Atlantic Steamship Conference. 

Mr. THompson. Have you received their unanimous authority to 
speak for them before this subcommittee? 

Mr. Mippueron. I have. 

Mr. Warren. Did you discuss the substance of this inquiry, as 
detailed on the agenda, with each of the member lines? 

Mr. Mippietron. That is quite true. 

Mr. Toompson. Mr. Middleton, would you tell this subcommitte 
what your relationship has been with freight forwarder-brokers over 
the past years? 

Mr. Mipp.eton. Well, of course, I personally had no direct contact 
— them, and in the South Atlantic there are not very many of 
them. 

I would say that in the South Atlantic ports, there are about 7 
or 8 of them all told, and they seem to do very well. They do not 
seem to feel any particular competition from the steamship lines, 
insofar as forwarding is concerned. 

The ones I know charge forwarding fees, receive brokerage, and 
they seem to live fairly well. 

Mr. THompson. At which ports do they maintain their offices? 

Mr. Mipp.erton. There are | or 2 in Jacksonville; there are about 
3 or 4 in Savannah, and a couple in Charleston, I believe. I think 
that is all of them. 

Mr. Toompson. At which ports do your lines maintain their own 
forwarding service? 

Mr. Mippieton. Well, the lines do not have their own offices in 
any ports. They work through agents entirely. 

Mr. THompson. Your lines operate through forwarders and brokers 
entirely? 

Mr. Mippteton. No; they have their own general agents. 

In other words, in Savannah the Strachan Shipping Co. are agents 
for the United States Lines. In Savannah the Smith & Kelly agents 
are agents for Manchester Liners. 

Mr. Warren. Are they registered freight forwarders? 

Mr. Mipp.teton. I believe they are. 

Mr. Warren. Is Strachan a registered freight forwarder? 

Mr. Mipp.eton. Strachan’s are registered freight forwarders and 
the circumstances of their becoming registered freight forwarders are 
that they are agents in Jacksonville for the Bull Line, and the Bull 
Line tariff requires that their agents be registered freight forwarders. 

I am informed that that is the only reason that Strachan Shipping 
Co. are. As a matter of fact, when they made application to become 
registered, it was for Jacksonville only, but, when it was granted, they 
were for the whole business. 

Mr. Warren. Are they the only carrier agents in your conference 
which are registered as forwarders? 

Mr. Mippuieton. I could not be sure. They have agents at the 
different ports and I am not too familiar with it. 
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Mr. TxHompson. Does the Strachan Shipping Co. operate ships 
itself? 

Mr. Mippteron. No; they do not 

Mr. THompson. What percentage of the total cargoes in these 
ports do you think your member lines handle? 

Mr. Mipp.Letron. You mean in the trades they operate to? 

Mr. THompson. In the South Atlantic ports. 

Mr. Mippueron. To the continental trades, you are talking about? 

Mr. THompson. Yes. 

Mr. Mippteron. Well, that is a rather hard thing to say. There 
is one very strong competitor. 

I would say we probably handle three-fourths of it. That is just 
a guess, though. 

Mr. Tuompson. Then, why have your lines or agents used for- 
warders? 

Mr. MippueTon. They do not use any forwarders. They have 
their own agents there. 

Mr. THompson. And the agents handle it and not the forwarders? 

Mr. Mippueton. The agents handle it. It is entirely different. 
The agents of a steamship line act just like the steamship line, of 
course. 

Mr. THompson. They are your agents. They are actually operat- 
ing for the carrier? 

Mr. Mippueron. That is right. 

Mr. THompson. So then the carrier is performing its own forward- 
ing Sees through its agent? 

Mr. Mrippueton. Well, you mean forwarding service for the 
shippers? Is that what you are trying to say? 

Mr. Tompson. Yes. 

Mr. Mippieron. Well, I mentioned the extent of it here. 

Mr. THompson. You paid out $44,000? 

Mr. Mipp.eTon. That is brokerage. 

Mr. TxHompson. I know it is brokerage, but it is to freight for- 
warders and brokers. They are usually the same person? 

Mr. Mippietron. That is right. 

Mr. THompson. What percentage of your cargoes requires a pay- 
ment of brokerage to a forwarder-broker? 

Mr. Mippieron. Well, I do not know that. The only figure that 
I requested from the carriers was the amount. That is what you 
asked for. How that percentage would work out, I just do not know. 

Mr. THompson. Have you or any of your lines ever refused to pay 
brokerage? 

Mr. Mippitetron. Not when they have been nominated by the 
shipper. 

Mr. Tuompson. When your agent solicits business from a shipper, 
does he request the shipper not to designate a forwarder? 

Mr. Mipptetron. Oh,no. Our agents do not receive any brokerage, 
you see. 

Mr. TxHompson. I understand that. They do receive compensa- 
tion, either by a salary or commission? 

Mr. Mipp.Leton. On a commission basis. 

Mr. THompson. Then it is strange that you do not have more 
forwarder-brokers being nominated by shippers if your agents do 
not advocate that they not be nominated. In many areas, you have 
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steamship agents soliciting and you also have forwarder-brokers who 
handle forms and other echelon services. 

Mr. Mipp.teton. Right. 

Mr. THompson. Do you know of any reason wny that is different? 

Mr. Mipp.eron. You mean why we do not pay more brokerage 
than we do? 

Mr. THompson. Yes. 

Mr. Mipp.ueton. A lot of the shippers prefer to handle their own 
business. 

Mr. Tuompson. I see. 

Mr. Mipp.eton. As a matter of fact, most of the business through 
the South Atlantic is handled by companies that originate the business 
right close to the ports, and quite a few of them prepare their own 
documents and send them in to the steamship lines, which we handle. 

It is a common practice there, not only in our conference, but in all 
of them, as a matter of fact, in most of the ports from New York 
south, the practice is the same. 

Mr. THompson. Would you consider that brokerage is a fair and 
equitable payment to a forwarder? 

Me. Mipp.LeTon. Yes; we see nothing wrong with it. 

Mr. Tuompson. Then I think you said, ‘no comment” to our 
question No. 2. 

Mr. Mipp.eton. Thai is on Governmen: shipments? 

Mr. THompson. On Government shipments. What do you think 
about brokerage payments on Government shipments? 

Mr. Mipp.teton. Well, we are not averse to paying brokerage on 
any shipment. 

Mr. Warren. Do you believe that cargo is obtained by the broker 
on Government shipments? 

Mr. Mipp.eton. No; possibly not. 

Mr. Warren. Then, isn’t that out of line with your theory of pay- 
ing brokerage where it is obtained? 

Mr. Mipp.ietron. Well, possibly you are correct, but we are one 
small conference in the whole United States, and for us to take a stand 
against paying brokerage to brokers and make a firm stand against it, 
just our conference, why, I think we would rather not do that. 

Mr. Warren. Do you believe that your member lines have dis- 
cretion to refuse to pay brokerage under existing law? 

Mr. Mippueron. I think they can refuse to pay it any time they 
want to. 

Mr. WarrEN. Have you ever heard of a line or of any of your 
members doing it? 

Mr. Mippteton. No. Usually it is competitive reasons. 

For instance, if our lines refused to pay brokerage, the brokers 
would be able to hurt us and divert cargo from our lines. 

Mr. Warren. Thus, as a practical matter, can any of your lines 
refuse to pay brokerage where a forwarder is nominated? 

Mr. Mippieron. Well, it cannot refuse actually, but legally they 
could refuse. 

Mr. Warren. Practically? 

Mr. Mippteron. Practically, probably not. 

Of course, there is some business which the forwarders do not con- 
trol, and we know they do not, where we could refuse, but they might 
hurt us on something else. 
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Mr. THompson. How has it been indicated to you that forwarders 
would hurt you on certain shipments if you were to refuse to pay 
brokerage? 

Mr. Mipp.eton. They have not threatened us, but we know that 
they could. It is a matter of commonsense, I would think. 

Mr. WarrEN. Because of their control over cargoes? 

Mr. Mipp.eron. That is right, a certain amount of business. 

Of course, we have competition and they could easily divert it, 
which I would not blame them for doing if they could make more 
out of another company. 

Mr. Tuompson. If there were no freight forwarders in existence, 
could your company continue to operate and forward their own 
shipments and perform the necessary work to make shipments? 

Mr. Mippieron. Yes, we could. It would probably cost more 
money. 

Mr. Tuompson. It would cost you more money than the payment 
of brokerage to a forwarder, or cost you more than you are spending 
now? 

Mr. Mippieron. I could not say how much more, but it would 
be more than we are spending now. 

Mr. Tuompson. Would it be more, do you think than the payment 
of brokerage to forwarders? 

Mr. Mippuieron. Well, take $44,000 here, and you could very 

sasily build up a small office force that would run over $44,000. 

Mr. Tuompson. Then the position of your lines is that payments 
in brokerage to forwarders are more economical to you than the per- 
forming of those same nec essary functions by your own staff? 

Mr. Mippueton. Well, let us put it thisway: We have our own solici- 
tation forces out, but we feel like paying this brokerage out. It is 
just that much help to our solicitation. They perhaps may develop 
business that our people do not get. 

Mr. THompson. I can readily concede that, but I want the position 
of your lines. I want you to tell me whether or not it is more eco- 
nomical, advantageous to pay brokerage than it would be to maintain 
the same services by your own staff? 

Mr. MippuietTon. Well, I should not think that we would save eny 
thing by cutting out brokerage; I will put it that way. 

Mr. Davipson. Would you mind re peating that? You would not 
save anytbing by cutting out the brokerage? 

Mr. MippuetTon. That is right. 

Mr. Davipson. You would not save anything? 

Mr. Mippteton. That is right. 

Mr. Warren. Mr. Middleton, if brokerage were eliminated from 
the export trade, would it necessarily mean that your member lines 
would have to perform the forwarding activities which are now being 
performed by forwarders who represent shippers with whom you do 
business? 

Mr. Mippuetron. Well, I would not think so because J think they 
would charge the fees from the shippers who they perform the for- 
warding services for. 

Mr. WarreEN. Then, if brokerage were eliminated, you are stating 
that it does not necessarily mean that the job of performing forwarding 
services would devolve upon the carrier; is that correct? 
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Mr. Mippueton. No, it would not necessarily follow. As a matter 
of fact, there are certain services that we perform now even with the 
payment of brokerage. 

Mr. Warren. Now, with respect to these services that your lines 
are performing, do they make any charge for these services to the 
shipper? 

Mr. Mippueton. No. 

Mr. WarrEN. Do they ever prepare documents? 

Mr. Mippteron. No. What I stated here is the extent of what 
we are doing. 

Mr. Warren. The forwarding services that they perform amounts 
to merely distributive services; is that correct? 

Mr. Mippueton. That is right, except in the case of export decla- 
rations, as | mentioned here. 

There are times when we have to fill in the quantities, or it may be 
that a mistake may have been made in them that needs correcting. 
In that case, to prevent delay to the vessel, and to prevent shutting 
out the cargo, we go ahead and correct it. 

Mr. Warren. What do you think that a forwarder who is regis- 
tered under General Order 72 is holding himself out as doing? 

Mr. Mippieron. Well, he is holding himself out as a broker, it 
seems to me, from the language of it. That is, to solicit and procure 
freight. 

Mr. Warren. If he is registered under General Order 72, must he 
not make a compensatory charge? Must he not perform forwarding 
services for another? Aren’t they the requisites to be registered 
under General Order No. 72? 

Mr. Mipp.eron. Well, I am not positive. I am not too familiar 
with the exact wording of it. 

Mr. WarreEN. Do your lines believe that they should charge the 
shipper for performing any forwarding services which they are now 
doing to a limited extent? 

Mr. Mipp.eTon. No, we do not believe we should charge them for 
what we are doing. 

Mr. Warren. Do you believe that this violates General Order 72? 

Mr. Mippueton. No, we do not consider it forwarding. 

In other words, what we are doing, we feel we are doing for the 
benefit of the shipper, and also performing a steamship responsibility. 

Mr. WarrEN. Do you know of other steamship carriers or their 
agents who are performing forwarding services extensively in the 
South Atlantic ports, or who are performing those services more 
extensively than you are? 

Mr. Mipp.teton. All of them are doing it. 

Mr. Warren. As a matter of competition, one would have to do it? 

Mr. Mippueton. Certainly; that is right. 

Mr. Warren. Are the doing it free of charge? 

Mr. Mippueton. That is right. 

I might go so far as—— 

Mr. Warren. Are others doing it, other than the members of your 
lines? 

Mr. Mipp.ieton, Oh, yes. 

Mr. Warren. Are they doing it more extensively than your lines 
are? Are they preparing documents? Are they rendering more of a 
real forwarding service? 
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Mr. Mippteton. I could not say that of my own knowledge be- 
cause I just do not know. 

Mr. Warren. What have you heard? 

Mr. Mippueron. I have heard that they do. I could not prove it. 
I do not have the knowledge to say that they do. 

Mr. THompson. When you act as forwarder for a shipper, do your 
agents-— 

Mr. Mippietron. We do not consider it exactly forwarding, what 
we do. 

Mr. THomprson. When you handle in its entirety all of the necessary 
functions of getting a cargo aboard a ship without the use of a regis- 
tered freight forw arder -broker, then what services do you perform? 

Mr. MippLeron. We do not prepare any documents at all. 

Mr. THompson. Who does? 

Mr. Mipp.eton. He prepares them. 

Mr. THompson. The shipper does? 

Mr. Mippteton. That is right. 

Mr. Trompson. In all cases? 

Mr. Mippueton. That is right, except we prepare the bill of lading, 
which is our responsibility. 

Mr. THompson. That is your responsibility, of course. So you 
perform no function whatsoever for the shipper, but only satisfy 
those responsibilities of law for which you are responsible? 

Mr. Mrippteton. Unless I might say that delivering an export 
declaration to the customhouse is a responsibility of the shipper. 

Mr. THompson. What do you consider it? 

Mr. Mippueton. I think that—— 

Mr. WarkEN. Do you consider it a responsibility of the shipper to 
file a previously prepared export declaration? 

Mr. MippueTon. I did not exactly catch that. 

Mr. Warren. Is it not a duty of the shipper to file with customs 
the export declaration? 

Mr. MippueTon. That is right; it is. 

Mr. Warren. Then if you do it, are you not performing a service 
for the shipper? 

Mr. Mippueron. It is so minor that you might call it a messenger 
service. 

Mr. WarREN. But you are doing it for the shipper? 

Mr. Mippueron. That is right, and everybody else in the South 
Atlantic. 

Mr. WarrEN. Do you believe, sir, that this practice in the South 
Atlantic, to which you have alluded in the case of your own lines, and 
in the ease of other lines that are doing it more extensiv ely, is causing 
those ports to get a certain amount of cargo which ordinarily would 
flow to New Orleans? 

Mr. Mippteton. I can only speak of our business and our trade, 
and I would say that any business that might be diverted by them is 
very, very small. 

Mr. WarrEN. In your trade? 

Mr. Mippueton. In my trade; that is right. 

Mr. Warren. Are there situations in which you are getting cargo 
where the inland freight rate is lower to New Orleans than to 
Savannah? 


70668—56-——26 
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Mr. Mippteton. No, I would not say that. I would say that when 
the rates are the same we might get 1 or 2 shipments, but very little, 
because it is not a very large territory where the rates are equalized. 

There is an area which would take in Chicago, a line down to the 
Ohio River and west, and probably just west of the Mississippi- 
Missouri, that is in competition. 

Mr. Warren. Do your steamship lines maintain adequate solici- 
tation staffs? 

Mr. Mipp.ieton. Yes; they do. 

Mr. Warren. Do they pay out a lot of money for solicitation 
staffs? 

Mr. Mippuieton. Yes; it is quite expensive. 

Mr. Warren. Do you think they are worth while and accomplish 
their purpose? 

Mr. Mippteton. Yes. 

Mr. Warren. Do their efforts result in getting you a lot of busi- 
ness? 

Mr. Mippteton. No doubt about it. 

Mr. Warren. Do their efforts result in getting you the greater 
proportion of your business? 

Mr. Mipputeton. Probably so. I would say so; yes. 

Mr. Warren. Do you believe that if brokerage were eliminated 
you would have to increase your solicitation staffs? 

Mr. Mippueton. I would say probably so. 

Mr. Warren. In other words, you are indicating that you main- 
tain adequate solicitation staffs under the system of brokerage, but 
if it were disturbed you might have to increase your solicitation staffs? 

Mr. Mippteton. That ts right. 

Mr. Warren. Can you supply us with more facts on why you 
might? 

Mr. Mippteton. Well, I can say this: I can say that, of course, 
our solicitation staff agents go everywhere. 

Mr. Warren. Do they fail to solicit a single shipper in whom you 
are interested? 

Mr. Mippieron. Not in whom we are interested; anyone we know 
of, we solicit, but it is entirely possible that a broker might develop 
some business that we might overlook. 

Mr. Warren. Do you know of many of those instances, sir? 

Mr. Mino.eron. Well, I cannot give you any concrete examples 
right now, but there have been instances where they would book 
business which we have never heard of before. I do not have any 
information on that. 

Mr. Warren. Do you have a feeling that this constitutes a small 
number of your total shipments? 

Mr. Mipp.eton. That is right. 

Mr. Warren. Ordo you have any facts on that, Mr. Middleton? 

Mr. Mipnteton. J am quite sure that the amount would be rather 
small because, if it was not, our brokerage bills would be much higher 
than they are. 

The bulk of our business is heavy business that originates down in 
the South Atlantic. 

For instance, wood pulp, paper products, naval stores, lumber. 
We know where all of that is. 

It is just when it comes from out of the territory, for instance, 
Chicago, or maybe Tennessee, away from the port in sporadic ship- 
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ments here and there that the brokers come in to help us, because we 
know all of the big tonnage that is going through. 

So, naturally, it would be the smaller amounts that we get. 

Mr. Warren. In general, you favor the payment of brokerage? 

Mr. Mipp.eton. Yes, | think it 1s a help. 

Mr. Warren. But you have acknowledged that the test in de- 
termining whether a forwerder or broker is entitled to brokerage is 
the fact of his nomination by a shipper? 

Mr. Mipp.etTon. That is right. 

Mr. Warren. And, of course, we know that shippers only nominate 
brokers who are registered under General Order 72? 

Mr. Mippteton. We check that, too. 

We cannot legally pay brokerage without them being registered 
there. 

Mr. THompson. You do not know the percentage of your tonnage 
lifted on which brokerage is paid. You do not know what this 
$44,000 represents? 

Mr. Mippieron. No, I did not get the percentage. I could 
develop that, though. 

Mr. THompson. Would you furnish that to the committee? 

Mr. Mippteton. I would be very glad to. 

(See appendix printed as supplement to the hearings.) 

Mr. THompson. You have said that you do not think cargoes are 
being diverted from other ports to South Atlantic ports to any great 
extent. 

Mr. Mippteton. That is right. 

Mr. THompson. Because of services being given free to the shipper? 

Mr. Mipp.eton. Well, that is in our particular conference. 

Mr. THompson. Do you believe that there is any other factor which 
exists on the South Atlantic which might account for the diverting of 
cargoes to those ports? 

Mr. Mipp.eton. Well, I heard it mentioned yesterday about the 
free storage, but our lines are not involved in that because the terminals 
are under the control of the municipal authorities and States and the 
railroads. 

Mr. THompson. Do you think that that is an important factor in 
the development of cargoes for that area? 

Mr. MippteTon. I do not think so. I think that the way that 
started, that free time, is it used to be 7 days. Then they made it 10 
days, and I think Charleston for some reason or other put in 30 days. 

Mr. THompson. Who did that? Did the municipal bodies do that 
as a competitive measure? 

Mr. Mippteton. That is right. They put in 30 days for some 
reason or other. 

Mr. Tuompson. Which of the two factors, if they are factors, would 
you think the most significant in causing the greater diversion? 

Mr. MippxieTon. | would not know, because I think there is very 
little being diverted. 

As I say, the bulk of our traffic, by far the bulk of it, originates right 
down in that territory. 

Mr. THompson. What other ports do your lines operate, if any? 

Mr. Mippieton. You mean South Atlantic ports? 

Mr. THompson. Yes. 
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Mr. Mippietron. Wilmington is a small one, and then there is 
Charleston and Savannah and Jacksonville. 

Mr. TuHompson. Do any of your lines operate out of ports where it 
is custom to pay brokerage on everything? 

Mr. Mippieron. To pay brokerage on everything? 

Mr. THompson. To use forwarders? 

Mr. Mipp.Leron. You mean on everything that moves? 

Mr. THompson. Well, I mean on the majority. 

Mr. Mippietron. No; I would not say that, not so far as our con- 
ference lines are concerned. 

Mr. THompson. If you had your choice of forwarding cargo out of 
a port where a broker would be designated or out of the South Atlantic 
port where a broker would not be designated, which would you prefer? 

Mr. Mippueron. Well, there would be other things taken into 
consideration. 

For instance, from New Orleans they have much more frequent 
service than we do from the South Atlantic, so that if a shipper would 
miss one vessel, say, going to South America or going to Europe, from 
New Orleans he would have another in a few days. 

If he shipped through the South Atlantic, maybe he would not have 
another in 2 weeks, or maybe a month. Even if he gets it cheaper 
through Savannah, it would still be to his advantage to ship through 
New Orleans. 

Mr. Tuompson. Coming back to my question, if you were a carrier 
and you could operate out of New Orleans where it is customary to 
have brokers nominated, or you could operate out of a South Atlantic 
port where you perform your own services rather than having a 
broker nominated, which port would you prefer? 

Mr. MippteTon. Well, if you are just considering the competitive 
cargo, naturally I would ‘prefer to operate out of the South Atlantic 
port. 

Mr. THompson. Did you not tell me just a few minutes ago that 
it would cost you just as much or more to perform your own services 
as it would to pay brokerage to a broker? 

Where is the advantage of not payimg the broker? 

Mr. Mippueton. Oh, we do not object to paying the brokerage. | 
thought you were talking about a question of securing business. 

In other words, if the charges to the shipper in the South Atlantic 
port are less because he does not have to pay a forwarding fee as 
against New Orleans, where he does have to pay a forwarding fee? 

Mr. THompson. Why would a shipper have to pay a forwarding 
fee? 

Mr. Mipp.ieton. You mean in the gulf port? 

Mr. THompson. Yes. 

Mr. Mippteton. Because the steamship lines do not perform any 
services over here for him. 

Mr. THompson. You said you do not perform services there. 

Mr. Mippieron. We do not consider it that, but over here he 
would have to pay for, among other things, preparing these docu- 
ments. The steamship lines would not carry his export declaration 
to the customs house. They would not handle any of his papers, do 
anything for him over here; where I stated what we would do over 
there. 

Mr. THompson. Back to the original question. You have two 
ports, one where it is customary to nominate a broker. Whether or 
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not the shipper does his own forwarding or pays a fee for it makes 
no difference. You have another port where it is not customary for 
shippers to nominate brokers, and, therefore, you do the additional 
work that a broker might normally do. 

Mr. Mipp.eTon. Are you distinguishing between the two functions 
there? You say broker. Do you mean forwarder, when you say 
that? 

Mr. THompson. A forwarder-broker. 

Mr. Mipp.ueTon. I was a little confused. 

Mr. THompson. If you could operate from a port where it is 
customary for the shippers to nominate forwarder-brokers, or you 
could operate from a port where it is not customary, you have told 
me you would prefer to operate from a port where there are no 
forwarder-brokers nominated because it would be cheaper. 

Mr. Mippieton. No; it would not be cheaper. 

Mr. THompson. Then why would you prefer to operate where 
there is no forwarder-broker? 

Mr. Mipp.eton. Because I would say on competitive traffic, so 
far as the shipper was concerned he would ship through that port 
where it was not necessary to nominate a forwarder. 

Mr. THompson. Well, it is never necessary to nominate a forwarder. 

Mr. Mippueton. Yes; it is too, over here. 

Mr. THompson. Why? 

Mr. Mippteron. Because the steamship lines will not do anything 
for them. I do not mean they will not do anything for them. 

Mr. THompson. The shipper could do it for himself. 

Mr. Mippueton. I am talking about the interior shippers from 
competitive points. A shipper at the port is going to handle his own 
business, anyway. 

Mr. THompson. Is it not true that many of them nominate for- 
warders whether they handle their own business, or not? 

Mr. Mipp.eton. They nominate brokers. 

Mr. Tuompson. They nominate forwarder-brokers for the purpose 
of brokerage? 

Mr. Mippueron. The situation is no different in any port ou the 
brokerage question. It is exactly the same here as in the South 
Atlantic. 

So far as payment of brokerage is concerned, there is no advantage 
either place. 

Mr. THompson. Do you pay brokerage on all shipments of the 
South Atlantic? 

Mr. Mipputetron. When the sbipper designates them. 

Mr. THompson. You mentioned that shippers seldom designate 
them there. 

Mr. Mippterton. If they do designate them, we pay it. I do not 
know what the practice is over here. 

Mr. THompson. Then the only test is the question of nomination 
by the shipper as to whether he earned it? 

Mr. Mippueron. That is right. We do not go bebind it. 

Mr. THompson. That is all. 

Mr. Warren. Would you characterize the payment of brokerage 
as a purchase of goodwill? 

Mr. Mippterton. No, it is more or less on the theory that they 
solicit business. 
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Mr. Warren. On the theory that there are services rendered of 
value to you? 

Mr. Mippueron. That is right. 

Mr. WarREN. Do your lines consider that they are in legal relation- 
ship with the forwarder-brokers? 

Mr. Mipp.etron. How do you mean that? 

Mr. WarkEN. Do they feel that they are obligated by law to them? 

Mr. Mipp.eron. No; I think we could refuse to pay brokerage if 
we wanted to. 

As I understand it, though, the lines cannot, in a conference, get 
together and say ‘“‘We won’t pay brokerage.” 

Mr. Warren. Would you favor the reversal of docket 657 which 
would have the effect of allowing your conference to stipulate a con- 
certed prohibition? Do you think that that might be a good thing 
to return managerial discretion to the conference on this matter? amy 

Mr. Mippieton. We are satisfied with the way things are. We are 
not opposed to paying brokerage. 

Now, I would like to say one thing. 

Mr. Warren. Do you distinguish, sir, between forwarding functions 
and brokerage functions? 

Mr. Mipp.eron. Yes, sir. 

Mr. Warren. Even though one man performs both functions? 

Mr. Mipp.eron. Sometimes he does not, though. 

Mr. WarreEN. I know that. But even though one person performs 
both forwarding and brokerage, you separate these functions? 

Mr. Mippueron. Yes: I do. A forwarder handles documents, 
traces the shipment to port, whereas the broker merely secures cargo 
and books it sometimes. 

Mr. Warren. Do you believe, sir, that a nonconference line 
should be allowed, as a matter of fair competition, to pay in excess of 
1% percent brokerage, or do you believe that this is unfair competi- 
tion against the conferences? 

Mr. Mipp.eton. Yes. I do not see where it is illegal. 

Mr. Warren. It is not illegal. There is no maximum on the rate 
of brokerage, but as a matter of fair competition, do you believe 
that the nonconference lines should be allowed to pay more than 
1% percent? 

Mr. Mippueron. Yes, I do not believe in restricting it if they 
think it is worth it to them. 

Why not? Of course, we prefer that they would not. We con- 
sider that 1% percent brokers age is plenty. 

Mr. Warren. Would you favor a law which stipulated that 
brokerage cannot exceed 1% percent by all lines, whether conference 
or nonconference? 

Mr. Mippieron. Yes, I think so, It would work to our advantage. 

Mr. THompson. Do you think that 1% percent is adequate to cover 
brokerage fees? 

Mr. Mippteron. I certainly do. 

Mr. Tuompson. Do you think there is a reasonable profit in 1\ 
percent for the broker? 

Mr. Mipp.erton. I think it is for the services he performs in secur- 
ing freight. Sometimes it would no doubt be more than adequate. 

Mr. Tuompson. Then why did you say that the steamship lines 
cannot perform these functions without spending probably more 
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money than that? Do you think that your personnel would be as 
efficient as a freight forwarder, or do freight forwarders possess certain 
knowledge and ability that you cannot procure for yourself? 

Mr. MIpDLETON. t would not say they possess any knowledge and 
ability, but if a man’s living de »pends on going out and getting busi- 
ness, his bread and butter, he is going to be pretty good in digging 
up new business. That is the theory. 

Mr. Warren. Is that not so with your own solicitation agents? 

Mr. Mipp.eron. Perhaps so, but they are on a salary. 

Mr. Warren. Are not your agents on a commission? 

Mr. MippteTon. No, our solicitation agents are on a salary basis. 

Mr. Warren. Are any of your solicitors on a commission or incen- 
tive basis, salary plus commission? 

Mr. Mrpp.erTon. | do not believe so. I would not say positively, 
but my impression is that the steamship lines maintain their own 
offices with salaried employees. 

Mr. Warren. And also solicitation agents on a commission basis, 
do they not? 

Mr. Mipp.eton. Some of them do, but I do not believe we do. 
I am not positive, but my impression is that we do not. 

Mr. Warren. Didn’t you say that you thought the solicitors were 
responsible for the great volume of cargoes? 

Mr. Mipp.eron. That is right. I also said that the great volume 
of the cargo came from the immediate area where the steamship lines 
solicited directly. 

Mr. Warren. With the shipper? 

Mr. Mippuieton. That is right. In the outer offices which they 
maintain in the territory where the traffic is rather thin and hard to 
dig up, it is worth while, and that is the area that the brokers operate 
in most effectively. 

The broker is very little help to us down in the South Atlantic, 
but they are when you get away from there. 

Mr. THomrson. Do you have any questions, Judge Chase? 

Mr. Cuasn. I have no questions. 

Mr. Tuompson. Mr. Davidson? 

Mr. Davipson. I have no questions. 

Mr. THompson. Do you have any questions, Mr. Warren? 

Mr. Warren. I have no questions. 

Mr. THompson. I believe that that finishes up your testimony, sir. 
I think that it has been rather complete. We will make a further 
study of your statement and we might call on you for certain clarifying 
information that is needed. 

Mr. Mippuieton. I would be very glad to furnish it. 

Mr. Tuompson. I would appreciate your furnishing an indication 
of what this 44,000 represents in terms of percentage of the tons of 
cargo moved. It would not, of course, have to be an exact figure. 

Mr. Mippueton. I understand. I will be glad to send it. 

Mr. Tl'Hompson. Thank you very much. 

Mr. THompson. Is Mr. Charles White here? 

Would you come forward, please. 

Mr. W hite, we had not scheduled you as a witness. However, 
counsel has indicated that he would like to ask you some questions. 
Mr. White, if you will, identify yourself for the record, please, sir. 
Will you be seated? 
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STATEMENT OF CHARLES E. WHITE, VICE PRESIDENT, D. C. 
ANDREWS & COMPANY OF LOUSIANA, INC. 


Mr. Wuirr. My name is Charles E. White, vice president of D. C. 
Andrews & Company of Louisiana, Inc. We are customshouse 
brokers and foreign-freight forwarders. 

Mr. Warren. Mr. White, based upon your experience as a freight 
forwarder in this area, Do you believe that cargoes are being unfairly 
diverted from this port to other competitive areas, in this case South 
Atlantic ports? Is that a real problem? 

Mr. Wuire. Mr. Warren, let me qualify my answer, if I may, by 
saying that we came down here in 1942 to a very progressive port. 
We are a big company ourselves. We did not attempt to take any 
of the business that was at this port. 

We realized that we had to put solicitors into the interior and 
develop new business for this port, which we did. 

- We have never taken any business from the local freight forwarder 
ere. 

I am happy to say that we belong to the Freight Forwarding 
Association, and list as friends all of the freight forwarders here. 

That meant that we have had at all times a man out of our Chicago 
office on our payroll and two men out of our office soliciting the 
interior, visiting shippers continually for business for the port of 
New Orleans; naval for our own company, but we are working 
for the port of New ielaene: 

Without going into names, and I could not to a congressional 
investigation such as this, I would say truthfully that we have found 
numerous occasions where freight which normally we would handle in 
the port of New Orleans has been diverted to the South Atlantic 
because of the fact that there might be two contributing factors there: 
that we brought it to New Orleans because of the value of the equip- 
ment, and because of having more steamship services. 

We pleaded with the shipper that, inasmuch as possibly the inland 
freight to the South Atlantic was in its favor, he had to consider that 
the equipment was worth a lot of money and that we had prompt 
service here. 

We competed here, but the fact that they got free forwarding out 
of the South Atlantic, which eliminated our charge to the shipper, 
which is sizable, influenced that cargo quite often in going to the 
South Atlantic when the steamship people had a boat in position in 
the South Atlantic. 

Mr. Tuompson. Mr. White, could you at a later date upon request 
of committee counsel, either by interview or by letter, give this sub- 
committee a confidential report that would give us more complete 
information as to the present situation? 

Mr. Wuire. Well, may I throw myself on the mercy of a con- 
gressional investigation such as that, and say that you are asking 
me to disclose something, from what you heard me say, you can 
realize that some of these are sizable companies that we represent. 
We do not want to lose them. 

Mr. THompson. I can appreciate that, sir. The committee merely 
needs more specific information if anything i is to be done in regard 
to regulating the freight forwarding industry, whether it be from 
carriers or from individual businesses. The Maritime Commission, 
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as you know, has the responsibility now of regulating the forwarding 
industry. 


Mr. Wuire. Yes, sir. 

Mr. THompson. The forwarders themselves have authority to regu- 
late their own industry by application. Neither group has seen fit 
to do anything about it. 

This committee is trying to take on the job. We cannot do it 
without more specific information. 

Mr. Wuirte. I would like to talk with Mr. Warren on that, and 
I want to help the committee all I can, because I think you will find 
that we in New Orleans are endeavoring to assist you in your effort 
to assist us. 

Mr. THompson. We appreciate that, sir. 

Mr. Wuire. Can I add a comment? This is my own personal 
opinion. 

We hear a lot of talk about the South Atlantic, about steamship 
companies performing free freight forwarding. That is the custom 
that has gone on there for years. Maybe that goes on throughout 
other lines of business, the uses of custom. 

Why do we not enact a Jaw where a steamship company becomes a 
steamship company and not a freight-forwarding outfit, and we will 
eliminate a lot of this abuse? 

Mr. THompson. Do you think that if a steamship company, a 
carrier performs its own forwarding service it is actually doing some- 
thing harmful to the freight-forwarding business? 

Mr. Wuirte. It is my belief now, and, of course, this is not a legal 
opinion, that article 72 is violated, that the steamship company in 
performing a service for a shipper in handling the documents and 
everything and not rendering said shipper a bill is in violation of 
article 72. 

Mr. THompson. Has your company ever waived a forwarding fee? 

Mr. Wuirte. I will qualify that answer. 1am part of a big organiza- 
tion that is worldwide. I stressed the fact that 1 represent Andrews 
« Company of Louisiana, Inc. I will say to you that we have never, 
Louisiana has never waived any fee. We have earned every nickel 
of brokerage that we have ever received from a steamship company. 

Mr. THompson. I can understand that, sir, and I did not mean to 
imply that. In some cases, it has been learned that the brokerage 
fee is of such amount that a forwarder would consider it well worth 
his while, because of competition, to waive or reduce the forwarding 
fee in consideration thereof. That was told to us on the west coast, 
by some, that this was a good business practice. 

Mr. Wuire. I know that that has been prevalent. It is not 
prevalent in our case because I think we, in common with other 
freight forwarders, have so much work to do in the handling of 
shipments that we are not willing to waive our fee in any way for the 
brokerage. We feel, the brokerage being about 45 percent of our 
business, that we are entitled to that brokerage and we work for it. 

Answering your question specifically, we never waive it. 

Mr. THompson. Do you feel that the waiving of such a fee would be 
tantamount to a rebate to the shipper? 


Mr. Wuire. I do not think legally that I could answer that. I 
would not know. 
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Mr. THompson. Have you ever been nominated as a broker by a 
shipper who performed all of the functions of a forwarder? 

Mr. Wuire. I would have to answer that, unfortunately, no, we 
have not. 

Mr. THompson. Thank you very much, Mr. White. Our counsel 
will contact you further and, if you can shed more light on this, the 
committee will certainly treat any information that you request 
confidential. 

Mr. Wuarrr. Thank you. 

Mr. THompson. The committee will now recess until 2 o’clock, 
at which time we will reconvene in this room. 

(Thereupon, at 12:10 p. m., the committee recessed, to reconvene 
at 2 p. m., same day.) 

AFTER RECESS 


Mr. THompson. The subcommittee will come to order. 

Is Mr. Fred D. Hill present? 

Mr. Hitt. Yes, sir. 

Mr. THompson. Mr. Hill, will you come forward, please. I think 
you are scheduled for testimony at this time. 

You are the representative of the Gulf and South Atlantic Havana 
Steamship Conference? 

Mr. Hit. That is correct. 


STATEMENT OF FRED D. HILL, CHAIRMAN, GULF AND SOUTH 
ATLANTIC HAVANA STEAMSHIP CONFERENCE 


Mr. THompson. Would you identify yourself for the reporter? 


Mr. Hixu. I am Fred D. Hill, chairman of the Gulf and South 
Atlantic Havana Steamship Conference. 

Mr. THompson. You are representing the lines in this conference, 
Mr. Hill? 

Mr. Hiuu. No, sir; I am not. 

Mr. THompson. You are an official of the conference, however? 

Mr. Hixu. That is correct. 

Mr. Tuompson. I believe you are chairman of that conference? 

Mr. Hix. That is correct. 

Mr. THompson. So you have appeared here today not as an official 
representative of those lines but only because you were asked to 
testify; is that correct? 

Mr. Hixu. Well, to a certain extent, yes. I was subpenaed. 

Mr. THompson. Do you have a prepared statement to give to the 
committee, Mr. Hill? 

Mr. Hit. No, sir; I do not. 

Mr. Warren. You are here, sir, because you were subpenaed; 
otherwise, you would not have cared to testify before this committee? 

Mr. Hixu. That is correct. 

Mr. Warren. Will you indicate the reasons why you are not 
willing to testify? 

Mr. Hixu. Well, first, I want, although it appears on the surface 
that we are uncooperative, to say that we do not want to leave the 
committee with that understanding. However, prior to the incep- 
tion of the hearing, I discussed with counsel the particular problem 
which I was faced with, and that is that our member carriers are 
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scattered in various sections of the United States and also in Cuba, 
and it was virtually impossible that I could get them all together for 
a substantial understanding of their viewpoints. 

I received your kind invitation, and we are most grateful for it. I 
passed that to our membership. They were aware of it, but I just 
could not get them together due to the various locations. We had 
asked that we be excused from filing a statement or to testify. 

Mr. Tuompson. When did you first acquire knowledge that this 
committee was going to be in New Orleans and would expect com- 
petent witnesses to appear? 

Mr. Hiuu. I believe, if I recall correctly, your letter was dated 
November 15. I think I received it on the 16th. 

Mr. THompson. Then what did you do after receipt of this letter? 

Mr. Hii. Immediately subsequent to that, I passed it to my 
membership 

Mr. Tompson. Did you notify or give this committee any infor- 
mation as to your position at that time? 

Mr. Hitz. At that particular time? 

Mr. THompson. Or when did you notify the committee? 

Mr. Hitt. I believe on December 5. 

Mr. Tuompson. By letter? 

Mr. Hi. Yes, sir. 

Mr. THompson. What did you state at that time? 

Mr. Hitt. In that letter I stated—I do not know verbatim, but I 
stated that we appreciated your invitation but we did not wish to 
avail ourselves of the opportunity to testify; nor to file a statement. 

Mr. THompson. Were there any reasons given by your principals 
that they would not wish you to testify? 

Mr. Hitt. Specifically; no, sir. I just could not get them together 
to get a basic understanding. 

Mr. Tuompson. Would you tell this subcommittee, Mr. Hill, what 
your relationship has been with forwarders in connection with the 
business conducted by your principals? 

Mr. Hit. I can only give you personal opinions, and I am sure 
you are not interested in that. 

Mr. Tompson. Certainly you know the relationships that are 
engaged in between your companies and freight forwarders. Do your 
companies pay brokerage? 

Mr. Hitu. Our member lines may pay brokerage. 

Mr. THompson. Do they as a matter of practice? 

Mr. Hii. They do. 

Mr. THompson. Have any of your companies ever refused to pay 
brokerage? 

Mr. Hitt. Again I will say that we leave that to the discretion of 
the individual member line. They may pay a freight commission to 
a bona fide freight forwarder. 

Mr. THompson. Who are your member lines, Mr. Hill? 

Mr. Hit. Well, alphabetically- —my Spanish is not too good: Cia. 
Naviera Cubamar, S. A.; Naviera Garcia, S. A.; Lykes Brothers 
Steamship Co., Inc.; Standard Fruit & Steamship Co.; United Fruit 
Co., and West India Fruit & Steamship Co., Inc. 

Mr. Warren. Did each of these companies indicate that they did 
not wish to avail themselves of this opportunity to appear? 
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Mr. Hiit. No, they did not. That is what I endeavored to ex- 
plain, that I could not get them altogether to get a basic idea. 

Mr. Warren. Did any indicate to you that they would like to 
appear and for you to express their viewpoint? 

Mr. Hii. No, sir. 

Mr. Warren. Not one of the lines you mentioned? 

Mr. Hitt. No, sir. 

Mr. THompson. For how long have you been chairman of this 
conference? 

Mi. Hitz. Offhand, not the exact date, but about 7 years. 

Mr. THompson. In what business were you engaged prior to that? 

Mr. Hit. A private business of my own. 

Mr. THompson. What type of business? 

Mr. Hitt. I was in the automobile business. 

Mr. THompson. What are your duties as chairman of the conference? 

Mr. Hiiz. Well, I preside over meetings, I handle applications, et 
cetera, routine business. 

Mr. Tuompson. Applications for what? 

Mr. Hitu. From shippers, rate reductions, et cetera. 

Mr. TxHompson. Do you coordinate the activities of the steamship 


companies in connection with policy meetings and things of that sort? 
Mr. Hii. Yes. 


Mr. Tuompson. Do you dictate policy? 

Mr. Hixu. Well, the dictation of the policy is as agreed upon by the 
membership themselves. 

Mr. THompson. You act as the executive secretary, more or less, 
in spite of your title being that of chairman? 

Mr. Hitx. Well, I am chairman and secretary. 

Mr. TxHompson. I see. 

In your personal opinion, Mr. Hill, do you think freight brokers and 
forwarders are an essential part of the maritime industry for the port 
of New Orleans? 

Mr. Hii. Well, now, this is a personal opinion. 

Mr. TuHompson. What I want is your personal opinion. 

Mr. Hint. It does not reflect the views of the membership. We, 
or I, I will say, believe that the freight forwarding does offer to the 
steamship carriers a certain service that they render, yes. 

Mr. THompson. Have any of your member lines ever refused to pay 
brokerage to a freight broker-forwarder? 

Mr. Hi. Yes. 

Mr. Warren. Were you respondents in Docket 657? 

Mr. Hitz. Yes. 

Mr. Warren. Then, there was a prohibition contained in your 
conference agreements prior to that docket? 

Mr. Hiuu. Yes. 

Mr. THompson. In what instances have any of your lines refused 
to pay brokerage to a freight forwarder-broker? Do you know of 
any specific instance? 

Mr. Hiuu. Well, we have a particular line who is a carrier, a railroad- 
carrying ferry service. Due to the peculiarity of their service, they 
do not consider—this is my personal opinion again, not their opinion— 
they do not consider that a freight forwarder can render them a service, 
because of this fact: that they require specific measurements of a 
car, the cars and the freight are booked directly with the steamship 
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company and they handle everything themselves, excepting the freight 
forwarder does a service for them, I would imagine, by passing the 
shipper’s export declarations, et cetera. 

However, due to this service, they do not pay brokerage. 

Mr. THompson. They do not pay brokerage and that is only in 
connection with that type service which is engaged in transporting 
freight-car shipments? 

Mr. Hitz. That is correct. 

Mr. THompson. Because of a regulation that there can be no brok- 
erage paid on inland shipments by rail? 

Mr. Hix. No. 

Mr. Tuompson. That would be a regulation by the Interstate 
Commerce Commission. 

Mr. Hitt. No, I do not believe that that has any bearing. 

Mr. THompson. Are you familiar with the relationships between 
carriers and shippers under Interstate Commerce Commission cog- 
nizance? 

Mr. Hitt. No, sir. 

Mr. THompson. Do you have any questions, Mr. Davidson? 

Mr. Davipvson. No. 

Mr. THompson. Mr. Warren? 

Mr. Warren. I take it, Mr. Hill, that you are not authorized in 
any respect to speak officially for the members of the conference you 
represent? 

Mr. Hitt. That is correct. 

Mr. Warren. Can you advance any other reason which would 
explain why you have not been so authorized? You have indicated 
that your lines were respondents in docket 657. Now, this committee 
is reappraising that docket and is vitally interested and concerned 
with whether or not brokerage should be paid in the export commerce 
of the United States. Even so, your lines do not wish to avail them- 
selves of an opportunity before this committee; is that correct? 

Mr. Hix. That is correct. 

Mr. WarrEN. And you can advance no other reason why they are 
not willing to avail themselves? 

Mr. Hitt. No. 

Mr. Davipson. You mean that you do not wish to advance some 
reasoniasito why they are unwilling to so avail themselves? 

Mr. Hixu. No, I can truthfully say I have no other reason because 
I have not had the opportunity to get them all together. 

Mr. Davipson. Surely these lines would like to help the Congress 
in its investigation. 

Mr. Hiuu. Absolutely. I explained that in my opening remark, 
that, although we might appear to be uncooperative, that is not our 
attitude. It is just that we have a particular problem in that we are 
so dispersed all over the United States and Cuba that it is difficult 
to get the right party at the right time and get everybody together. 

Mr. Davipson. No single one of them would permit you to voice 
his opinion as to what he thought in connection with what we are 
investigating? 

Mr. Hixu. Well 

Mr. WarrREN. Are you speaking for Lykes Steamship Co.? 

Mr. Hit. I am aspeaking for the conference members as a whole. 
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Mr. Tompson. Is it not true, Mr. Hill, that all of your principals 
have offices here in the city of New Orleans? 

Mr. Hit. Is it not true. 

Mr. Tuompson. Your office, then, handles much of the business 
for some of the lines? 

Mr. Hitut. We handle the business for all of the lines. I do not 
quite understand what you mean there. 

Mr. THompson. You have certain members who are members of 
your conference. How many of them do not have offices in the city 
of New Orleans? 

Mr. Hitt. They have representation here. 

Mr. Tuompson. Do they have commissioned agents or employees? 

Mr. Hriti. Commissioned agents. 

Mr. THompson. How many of them have offices in the city of New 
Orleans? 

Mr. Hit. Three. 

Mr. THompson. How many members do you have in your con- 
ference? 

Mr. Hix. Six. 

Mr. THompson. What type haison do you have with the parent 
company, with the home offices which are not located in New Orleans? 

Mr. Hitz. Well, of course, we can through the agents. They can 
pass their views to the principals. We can go direct to the principal 
by telephone or by letter, or we hold meetings; but, on a contentious 
thing like this, I know it is very important and I know it is important 
to the subcommittee, but I wanted to get the principals in on this 
thing and I just have not been able to do it. 

Mr. THompson. Do you feel, Mr. Hill, or do your principals feel 
that there is an existing problem? 

Mr. Hitu. Definitely. 

Mr. THompson. You feel that there is a problem in connection 
with freight forwarder-broker relationships with your companies? 

Mr. Hiuu. Absolutely. 

Mr. THomrson. What are those problems? 

Mr. Hix. Well, again there, I am not committed to answer. 

Mr. THompson. In your per sonal opinion. what are those problems? 

Mr. Hix. Well, with respect to the gulf, we do not have too awful 
much of a problem. We have a fairly one working arrangement with 
the freight forwarders. 

Mr. THompson. And you feel that that arrangement is satisfactory 
to your member lines? 

Mr. Hinz. Well, | cannot answer. 

Mr. THompson. In your personal opinion, what would you recom- 
mend as chairman of your conference to your member lines insofar 
as the relationships that exist are concerned? 

Mr. Hii. Well, as far as we are concerned, we have adopted our 
set rules and regulations and our present pattern, which we are able to. 

Mr. THompson. Has it come to your attention that any govern- 
mental body in authority has been interested in this problem, other 
than this subcommittee? 

Mr. Hitt. Yes. I understand the General Accounting Office has. 
However, in our particular trade, we are not involved in too many 
governmental agencies or shipments. 

Mr. Tuompson. Has it come to your attention that any other body 
more directly interested in maritime affairs has shown an interest or 
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indicated that they would like to survey the problems that you say 
exist? 

Mr. Hinz. Other than your body? 

Mr. Tompson. Other than this subcommittee and the General 
Accounting Office? 

Mr. Hii. No, not offhand. 

Mr. THomprson. Are you familiar with the responsibilities of the 
Federal Maritime Board? 

Mr. Hii. Well, not all the legal intricacies. 

Mr. Tuompson. You know that they exist? 

Mr. Hinz. Oh, definitely. 

Mr. Tuompson. Do you know whether or not they have indicated 
an interest in freight forwarders and brokers? 

Mr. Hitx. Well, they evidently have or they would not have 
issued General Order 70 and 72. 

Mr. THompson. Is it not true that you have previously stated that 
one reason you did not want to appear before this committee is that 
you wanted to appear before the Federal Maritime Board in connec- 
tion with the same problem? 

Mr. Hinz. Well, in that connection, let me explain again. 

I had telephoned when I got these, and written a letter and tele- 
phoned various times, to the individual member lines. Now, I had 
formed an impression myself. Perhaps I erred in that impression. 

However, we are aware that, subsequent to the committee’s find- 
ings, the Federal Maritime Board has stated that they will reopen 
docket 657. 

Mr. THompson. Yet you told me a minute ago that you were not 
aware that there was any interest evidenced by the Federal Maritime 
Board. 

Mr. Hii. No, I do not believe I did. 

Mr. THompson. Your testimony, I think, will bear that out. 

Proceed. 

Mr. Hint. And we will be respondents in that case. 

Mr. THompson. Do you definitely know that you will be respond- 
ents in that case? 

Mr. Hiti. We were before. 

Mr. Warren. Do you know of anyone who will not be involved 
since it will be a general investigation? 

Mr. Hiiu. No, I am not familiar with that. 

Mr. THompson. How do you know that you will be respondents 
in that case? 

Mr. Hixxy. Well, I am not positive, but I am going on the fact that 
we were before and that we would most likely be again. 

Mr. THomrson. What indications have you had directly that the 
Federal Maritime Board will conduct such inquiries? 

Mr. Hit. I have no definite information, only that I understood 
they had stated that they will. 

Mr. Tuompson. Will you request that you be heard by the Federal 
Maritime Board in the name of your companies? 

Mr. Hiti. No. 

Mr. Tuompson. Do you anticipate that they would call you to be 
heard? 

Mr. Hi. Yes. 

Mr. THompson. Would you have responded to that call? 
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Mr. Hix. That would be a decision for the member lines to make 
again. 

Mr. THompson. You asid a minute ago that you felt sure you would 
be respondents in that case. 

Mr. Hitt. Well—— 

Mr. Tompson. Do you think you would represent your lines 
there, or do you think they would be represented by individuals of 
their own companies? 

Mr. Hitz. No, I doubt very seriously whether they would be 
represented by individuals of their own companies. Possibly some of 
them may, but I believe it would be by a chairman of the conference. 

Mr. Warren. But you would not be willing to appear before the 
subcommittee to express the official viewpoint of your lines. You 
would, on the other hand, be willing to appear before the Federal 
Maritime Board in a subsequent pending investigation to air this 
question. Is that what you are saying? 

Mr. Hii. No, I do not say that. I said that would be up to the 
individual member lines to vote whether I would or would not appear. 

Mr. Tuompson. Did they vote on the proposition as to whether you 
would appear here? 

Mr. Hinu. No, they did not. 

Mr. Tuompson. Then, why would they vote to authorize you to 
appear before the Federal Maritime Board? 

Mr. Hix. Well, we would probably have a little more time on it 
and have an opportunity to get them all together. If we would have 
had—I will not say an opportunity because I know you gave your 
letter in sufficient time. 

Mr. Warren. From November 15 to the present date you have 
had an opportunity. 

Mr. Hit. As I explained, it is very difficult for me to get them to- 
gether, and I imagine I could get them together on something like 
that, or even on something like this. 

Mr. Toompson. If you had time? 

Mr. Warren. Has it been difficult to get them together or did they 
want to get together? 

Mr. Hit. It has been difficult to get them together. I will not 
say that they did not want to get together. I am sure that they want 
to cooperate just as much as anyone else does. 

Mr. THompson. We will not burden your time here, Mr. Hill, 
under the circumstances, but I do want to make this clear. It is very 
possible, in view of the fact that the Federal Maritime Board did not 
show any interest in investigating the problems that are stated to 
exist until it was announced that this subcommittee had been formed, 
that there will be no maritime hearings on this specific problem after 
this committee completes its investigation, if we can get competent 
witnesses to give us the facts that we need on which to act. 

I will say to you, and I wish that you would impart it to your lines, 
that the spending of the taxpayers’ money and the time of these in- 
dividuals is not to our liking, nor to your advantage. But, it is only 
because of the reluctance of witnesses and the companies people they 
represent to give this subcommittee a full picture of the problems 
that it is necessary for us to spend the time and effort that we are 
spending. 

I am sorry that we had to subpena you to come here. I am harpy 
that we have on record your personal reasons for not having wished 
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to appear. I want to assure you that, in spite of that reluctance, it 
is the hope of this committee that we will be able to help settle the 
problem that involves your companies and other related businesses. 
Unless other members have questions, you will be excused. 

Mr. Hiut. Thank you. 

Mr. TuHompson. Mr. H. A. Carlys, chairman of the Gulf Associated 
'reight Conferences. 

Mr. Carlys, we appreciate your coming over. We feel that you 
and your conferences want to be of assistance in solving the problems 
involved. Will you be seated, please, sir, and identify yourself to the 
reporter. 


STATEMENT OF H. A. CARLYS, CHAIRMAN, GULF ASSOCIATED 
FREIGHT CONFERENCES 


Mr. Caruys. Thank you very much, Mr. Chairman. 

Mr. Chairman, gentlemen of the Congress, and Mr. Counsel: I 
trust that you will bear with me while I read this report. I do not 
think it will take very long. I have endeavored to give you every- 
thing that I have in line with my personal views and the views of my 
member lines. 

My name is H. A. Carlys. I am chairman and executive secretary 
of the Gulf Associated Freight Conferences. My office, headquarters 
or domicile of the conferences, is in suite 1109-1112 W hitney Building, 

226 St. Charles Street, New Orleans 12, La. 

I have been connected with Gulf Associated Freight Conferences at 
New Orleans for the past 26 years, since 1929. Immediately prior to 
joining the conferences’ organization, I was for 9 years or more with 
the United States Shipping Board Merchant Fleet Corporation, later 
the United States Maritime Commission and now the Federal Mari- 
time Board, at New Orleans as special assistant to the traffic manager 
for the United States Gulf of Mexico district. 

Previous to my employment with the Board, I acquired practical 
experience in steamship traffic and transportation work in the traffic 
departments of major steamship companies. 

The Gulf Associated Freight Conferences, of which I am chairman 
and executive secretary, is not a ratemaking body but deals with the 
administrative affairs of the following five separate and distinct rate- 
making conferences, of each of which | am also chairman and executive 
secretary. The Gulf Associated Freight Conferences might be termed 
a common name for all of the following five ratemaking conferences as 
a Whole: Gulf-French Atlantic Hamburg Range Freight Conference, 
agreement No. 140-1; Gulf-Mediterranean Ports Conference, agiee- 
ment No. 134; Gulf-Scandinayian and Baltic Sea Ports Conference, 
agreement No. 5400; Gulf-South and East African Conference, agree- 
ment No. 7780; Gulf-United Kingdom Conference, agreement No. 161. 

These conferences are voluntary associations of common cartiers 
maintaining regular scheduled sailings from United States Gulf of 
\fexico ports to destinations as specifically set forth in the respective 
organic agreements of these conferences on file with the Federal 
Maritime Board and approved under a Federal statute, namely, 
section 15 of the Shipping Act, 1916. 

The agreements cover the establishment and maintenance of 
agreed rates, charges, classifications, rules and regulations for or in 
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connection with the transportation of cargo in vessels owned, con- 
trolled, chartered and/or operated by the member lines, parties to 
the agreements. 

These agreements by the respective conferences were established 
to promote commerce from United States Gulf of Mexico ports, from 
Brownsville, Tex., to Tampa, Fla., both inclusive, for the common 
good of shippers and carriers by providing just and economical! 
cooperation between the steamship lines operating in such trades as 
well as stabilization of freight rates in the interests of the shippers 
and carriers, alike. 

The Gulf-Mediterranean Ports Conference also embraces in its 
scope of loading ports, United States South Atlantic ports in the 
Wilmington, N. C.-Tampa, Fla. range. 

As chairman and executive secretary of the conferences, I preside 
at all meetings and generally carry out the decisions of the conferences, 
execute conference contracts with shippers, prepare and file tariffs, 
minutes of meetings, et cetera, confer with shippers and receivers, et 
cetera, represent the conferences at public hearings, attend meetings 
with shippers and trade groups in all parts of the United States, 
confer with Federal Maritime Board and other governmental officials 
in Washington, and visit and confer with member lines as well as 
receivers of cargo in European countries. 

Personally, and on behalf of all of the member lines of my confer- 
ences, I am pleased to appear before you today to testify concerning 
the matters in question to the best of my ability and endeavor to 
give you the official viewpoint of our member lines. 

Mr. Warren. Mr. ( Carlys , will the statement which you are about 
to give represent the official viewpoint of every member line of the 
five conferences with whom you are associated? 

Mr. Cartys. Yes; it will represent the official viewpoint because 
it has been unanimously approved. I have conferred with all of my 
member lines and I will tell you later in my statement the member 
lines and each of the member lines with whom I have conferred. 

Mr. Warren. As to the substance of this inquiry? 

Mr. Cartys. Agreed. As to the substance of this inquiry, and | 
might say that over the period of time since I received the inquiry, 
I conferred with them individually and collectively at official con 
ference meetings. 

Mr. Tuompson. To clarify and complete the record, will you give 
the reporter the actual members of these various conferences. 

Mr. Cartys. Yes. 

Well, as I go farther down, Mr. Chairman, I have that all listed 
here; but, when I say my personal views as well as my member lines. 
I mean that my views and the views of my members coincide. 

Mr. Tuompson. I want to congratulate your membership fo: 
having such confidence in you, and to congratulate you for being 
entitled to it. 

Mr. Cartys. Thank you. 

Please be assured that it is my earnest desire to cooperate and be o! 
any assistance possible. I have just recently prepared this statement! 
and sincerely believe it contains all the information I can offer you 
insofar as my personal views and the official viewpoint of my confer- 
ence member lines are concerned on the matters in question. 

| will not attempt to burden you with a reading of the names o! 
all of the member lines of the five ratemaking conferences of which | 
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am chairman. There are, in all, some 46 member lines, comprising 
the following flags—American, Belgian, British, Danish, Dutch, 
Egyptian, French, German, Greek, Israeli, Italian, Norwegian, Span- 
ish, and Swedish. 

There is a totat of seven American-flag lines having a membership 
in one or more of the five ratemaking conferences, and I have listed 
those. Lykes Bros. Steamship Co., Inc., is a member line of each 
of the five ratemaking conferences. 

The Bloomfield Steamship Co. is a member line of the Gulf-French 
Atlantic Hamburg Range Freight Conference and the Gulf-Mediter- 
ranean Ports Conference. 

The States Marine Corp. is a member line of the Gulf-French 
Atlantic Hamburg Range Freight Conference, the Gulf-Mediterranean 
Ports Conference and the Gulf-United Kingdom Conference. 

The Isthmian Steamship Co. is a member line of the Gulf-Mediter- 
ranean Ports Conference. 

The Waterman Steamship Corp. is a member line of the Gulf- 
French Atlantic Hamburg Range Freight Conference and the Gulf- 
Mediterranean Ports Conference. 

The Prudential Steamship Corp. is a member line of the Gulf- 
Mediterranean Ports Conference. 

The Levant Line, Stockard Steamship Co., is a member line of the 
Gulf-Mediterranean Ports Conference. 

I have attached to each of the 15 copies of my statement complete 
lists of the member lines of the 5 conferences. I have also appended 
to each of the 15 copies of my statement, individual statements for 
each of the 5 conferences giving complete information as to provisions 
in respective organic agreements and conference tariffs concerning 
freight brokerage. 

None of the conferences of which I am chairman require its member 
lines to pay freight brokerage. 

Mr. WarrEN. Mr. (¢ ‘arlys, why is it, sir, that the Lykes Steamship 
Line has vested in you official gauhariy a speak in their behalf on 
this question, whereas the Lykes Caribbean division has not given 
Mr. Hill authority to speak on the same question? 

Mr. Cartys. Well, there is a different chairman of that conference. 

I might say at that point that I speak for five different conferences 
in my GAFC group, and I have a different cap on for each conference, 
so to speak. 

Mr. Carroitu. May I make a short statement? 

Mr. THompson. Yes. 


STATEMENT OF WALTER CARROLL, LYKFS BROS. STEAMSHIP CO. 


Mr. Carrouu. I am appearing for Lykes Bros. Steamship Co. My 
understanding is that Lykes Bros. has not withheld any permission to 
the chairman of the Havana conference to state the views of that con- 
ference. They have always been quite willing that the chairman 
of that conference state the views of its members. Of course, those 
views may not be Lykes’ own views, but would represent a consensus 
of opinion. 

However, since their name has been mentioned, | want to make it 
plain that they have never had any objection to Mr. Hill stating the 
attitude of his conference. 
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Mr. Warren. Thank you, sir. 

Mr. Cartys. Shall I proceed? 

Mr. THompson. Yes. 

Mr. Cartys. None of the conferences of which I am chairman 
require its member lines to pay freight brokerage. The payment of 
freight brokerage is purely optional, although I might say that 
freight brokerage is paid by all of the member lines. 

All of the conference tariffs distinctly stipulate the freight brokerage, 
if any, and I repeat, if any, shall not exceed 1\% percent of the gross 
port-to-port ocean freight. There are, of course, certain exceptions, 
that is, the conference tariffs provide that no brokerage shall be paid 
abroad and no brokerage shall be paid on gold, silver, bullion, or specie. 

While the member nes of the conferences pay a maximum of 1} 
percent freight brokerage on all general cargo, there are certain bulk 
commodities, usually handled under charter party terms, on which, 
not being under conference jurisdiction, the member lines are governed 
by the customary usages of the trade. 

For example, the brokerage and/or commission paid on phosphate 
rock in bulk, and sulfur in bulk is usually anywhere from 2% to 5 
percent. 

While the member lines of the conferences, in compliance with the 
agreements and tariffs of the conferences, pay a maximum of only 1} 
percent on general cargo, berth terms, the nonconference lines, not 
being bound by such agreements and tariffs, regularly pay at least 2% 
vercent freight brokerage in the United States and we have been re- 
liably informed—and when I use the pronoun ‘‘we” I mean I have been 
informed and my member lines—that the nonconference lines pay 
brokerage on certain commodities in excess of 1% percent to freight 
brokers in Europe. 

As a matter of fact, two non-American lines, operating in the Gulf- 
Mediterranean trade and who were formerly members of the conference 
and whose memberships in that conference terminated during this 
year, 1955, immediately upon termination of their memberships 
announced to the trade that they would pay ocean freight brokerage 
in this country amounting to 2% percent of the freight charges. 

All of the member lines of the five conferences are bound by the 
following tariff requirement: 

All brokerage bills shall carry the following clause: 

“In compliance with section 16 of the Shipping Act of 1916, payment by the 
Girrier and acceptance of freight brokerage by the broker are on the strict under- 
s.anding that no part of the brokerage shall revert to the shipper or consignee, and 
that the business of the broker is in no sense subsidiary to that of the shipper or 
consignee. ”’ 

The payment of ocean freight brokerage, I might say, has always 
been endorsed and sanctioned by the Federal Maritime Board and its 
predecessors, the ruling being that lines acting in conferences could 
not restrict payment of brokerage below 1% percent of the freight 
charges. 

The practice of the lines paying brokerage has existed for many, 
many years. I recall this fact from the time I was connected with 
the United States Shipping Board Merchant Fleet Corporation, 
later the United States Maritime Commission and now the Federal 
Maritime Board, from the very early 1920’s 

In 1919, after World War I, the U nited States Shipping Board 
Merchant Fleet Corporation seriously considered instructing its 
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managing operators and agents to discontinue the payment of freight 
brokerage. As a matter of fact, the general order by the Board was 
about to be issued. 

I believe the Board practically reached this decision in view of the 
fact that it established its own offices, to solicit cargo for its lines, at 
various inland points: Memphis, St. Louis, Chicago, Kansas City, 
et cetera. 

The managing operators and agents handling Government-owned 
American-flag vessels urged the Board to refrain from instructing them 
to discontinue paying brokerage, pointing out that they would be at 
a decided disadvantage in obtaining cargo by reason of the fact that 
not only were non-American lines paying brokerage, but brokers were 
acting for certain non-American lines on a retainer basis. 

The Board, after giving careful study to this matter, finally decided 
not to issue the general order prohibiting the payment of brokerage 
and the managing operators and agents were, therefore, duly author- 
ized to continue paying brokerage, not only on cargo booked by the 
broker but on cargo booked by the shipper direct where the broker 
was nominated to receive the brokerage. This practice has con- 
tinued over the years and is in effect today. 

Going back over the years, I might also add that the New Orleans 
Board of Trade, Ltd., made a sincere effort to regulate the payment 
of ocean freight brokerage by adopting, oo June 14, 1916, rules govern- 
ing the relations between ocean freight brokers and forwarding agents 
and steamship agents, owners and operators. 

I have attached to this statement a copy of those rules which were 
amended and revised by the governing committee, maritime branch, 
and approved by the board of directors of the New Orleans Board of 


Trade, Ltd., on May 4, 1917, April 14, 1920, April 6, 1922, and 


oe 
November 12, 1924. 

In brief, these rules required that each person, firm, or corporation 
resident of, or maintaining an office in New Orleans, acting as an 
ocean freight broker, steamship agent, or operator, shall be a member 
of the New Orleans Board of Trade, Ltd., or of the New Orleans 
Cotton Exchange. 

Under those rules, freight brokers not maintaining an office in New 
Orleans and not being a member of the New Orleans Board of Trade, 
Ltd., or New Orleans Cotton Exchange, were required to hold mem- 
bership in a recognized trade or commercial organization where he, 
or they, may be located in business, in order to be eligible to receive 
freight brokerage. 

However, it developed that a local freight broker, not then a mem- 
ber of the New Orleans Board of Trade or of the New Orleans Cotton 
Exchange, complained about the New Orleans Board of Trade ruling 
to the United States Shipping Board which, after consideration, ruled 
that it was not necessary for a freight broker to hold membership, 
as prescribed by the New Orleans Board of Trade, in order to receive 
freight brokerage. 

Thus that portion of the rules of the New Orleans Board of Trade, 
Ltd., became inoperative. 

At the present time, and for many years, the rules of the Galveston- 
Houston Maritime Associations provide that no ship agent shall en- 
gage cotton, cotton products, or grain through any resident freight 
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broker who is not a member of the Houston or Galveston Cotton 
Exchange or Board of Trade. 

With respect to forwarding, particularly regarding shipments for 
account of Federal departments and agencies, the so-called Bland 
Forwarding Act, or Bland Act, which became section 217 of the 
Merchant Marine Act, 1936, as amended, was enacted on March 14, 
1942, under which the Maritime Commission was authorized and 
directed, through special administrative measures, agreements with 
other Federal departments and agencies, contracts with individuals 
or private business concerns, or other arrangements, as it might deem 
to be necessary or appropriate in the public interest, to coordinate the 
functions and facilities of public and private agencies engaged in the 
forwarding and similar servicing of waterborne export and import 
foreign commerce of the U nited States, for the efficient prosecution 
of the war, the maintenance and development of present and postwar 
foreign trade, and the preservation of forwarding facilities and services 
for the postwar restoration of foreign commerce. 

Under the act, other Federal departments and agencies were au- 
thorized and directed to cooperate with the Commission by entering 
into and carrying out such agreements as might be necessary to 
effectuate the purposes of the act. 

In 1949 the United States Maritime Commission issued General 
Order 70, which prescribed that all agencies and persons engaged in 
handling relief cargoes should use private freight forwarders, except 
in an emergency. General Order 70 also allowed the registration of 
forwarders. The order was changed in 1950 to provide that for- 
warders should be used except where existing circumstances made 
such use unreasonable and impracticable. 

It is my understanding that at this time there are 1,500 or more 
forwarders registered with the Federal Maritime Board. 

Forwarding has been regulated by the Federal Maritime Board 
since 1950, Federal Maritime Board General Order 72. 

While the Board has regulated forwarding, it has not, up to this 
time, regulated charges for forwarding or compensation payable to 
forwarders. On the other hand, the Board has taken no regulatory 
action with respect to freight brokers but has, as I set forth previously, 
prevented the conferences from prescribing minimum rates of freight 
brokerage at not less than 1% percent of the ocean freight. 

The United States Maritime Commission, in General Order 72, 
part 244, “Business practices of freight forwarders,’’ defined a freight 
forwarder as follows: 

244.1 Definition. A freight forwarder is any person engaged in the business 
of dispatching shipments on behalf of other persons, for a consideration, by 
oceangoing vessels in commerce from the United States, its Territories or posses- 
sions to foreign countries, or between the United States and its Territories or 
possessions, or between such Territories and possessions; and of handling the 
formalities incident to such shipments. This definition includes independent 
freight forwarders, common carriers, manufacturers, exporters, export traders, 
manufacturers’ agents, resident buyers, commission merchants, and other persons 
when they engage for and on behalf of any person other than themselves, in 
return for a consideration, money or otherwise, in the aforementioned activity. 

General Order 72, section 244.13, stipulated the following with 
respect to brokerage: 

244.13 Brokerage. No forwarder, after the date on which he is required to 
register, shall accept brokerage from ocean carriers unless and until such forwarder 
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has been assigned a registration number pursuant to these rules. Registration 
hall not entitle a forwarder to collect brokerage from a common carrier by water 
in cases where payment thereof would constitute a rebate, i. e., where the for- 
warder is a shipper or consignee or is the seller or purchaser of the shipment, or 
as any beneficial interest therein or where the forwarder directly or indirectly 
ontrols or is controlled by the shipper or consignee, or by any person having a 
beneficial interest in the shipment. A forwarder shall not share any part of the 
brokerage received from a common carrier by water with a shipper or consignee. 
No forwarder shall demand or accept brokerage during the period his registration 

imber is under suspension or after his registration number has been canceled 
pursuant to these rules. 

The above section of General Order 72 plainly indicates that no 
forwarder, after the date on which he is required to register, shall 
accept brokerage from ocean carriers unless and until such forwarder 
has been assigned a registration number. 

Insofar as the gulf is concerned, practically all of the freight for- 
warders are freight brokers, that is, they act in a dual capacity. In 
many instances they are forwarders for the shippers and brokers for 
the steamship lines. 

Until about a year and a half ago, the tariffs of the various gulf 
conferences, of which I am chairman, carried a rule entitled, “Charge 
for Handling and Clearing Shipments.’’ This rule provided: 

When carrier may be requested by shipper to act as forwarding agent, the 
carrier will assess minimum charge of $6 per shipment and shipper shall pay the 
arrier this charge to cover services rendered as such agent to complete transaction 
including preparation of documents required and transmitting of said documents 
to shipper and/or consignee as may be required. The minimum charge may be 
waived on shipments where the carrier clears prepared export declaration through 
the customhouse. 

The Chief of the Regulation Office of the Federal Maritime Board 
called the above rule to our attention and stated that it appeared 
from same that the member lines of the conferences were holding 
themselves out to perform the services of a forwarder, as defined by 
rule 244.1 of General Order 72, but that the records of the Board indi- 
cated that no registration certificates had been issued to any of the 
member lines with the exception of two American lines in these 
conferences, and if all of the member lines intended to operate as 
forwarders they should apply for registration pursuant to General 
Order 72 on application form MA-—21. 

Shortly after receiving these advices from the Board, the five gulf 
conferences deleted the rule from the tariffs, as, generally, our member 
lmes do not perform forwarding services and have no intention or 
desire to do so, preferring that such work be performed by legitimate 
lorwarding agents duly registered with the Federal Maritime Board. 

In isolated cases where a shipper would insist on a member line 
performing forwarding services, only those member lines who had 
obtained registration certificates from the Board would be ia a position 
to do so and, in accordance with the rules laid down by the Board and, 
of course, at the prevailing charges for such services. 

\ll the member lines of the conferences definite ly understand that 
it is the duty of a carrier under the Carriage of Goods by Sea Act to 
issue bills of lading to shippers on demand and, of course, that no 
charge is made by the carrier for issuing bills of lading. 

Although it is an obligation and responsibility of the carrier to issue 
the bill of lading, the law imposes a requirement on the shipper to 
furnish, in writing, the details of the shipment to the carrier. 
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While it is the duty of the steamship line to issue the bill of lading 
and fill in or compose the bill of lading, based on information furnished 
by the shipper, the freight forwarder/freight broker usually performs 
this work, thereby rendering a service to the steamship line. 

With respect to shipments by governmental agencies, our member 
lines pay brokerage on shipments for account of the United States 
Department of Agriculture, the General Services Administration, 
the Bureau of Public Roads, and other governmental agencies as 
well as foreign government missions, which nominate the broker to 
receive the brokerage. 

It is my understanding that practically all shipments in the gulf 
area for account of governmental agencies are handled by freight 
forwarders/freight brokers domiciled in the gulf area. These freight 
forwarders/freight brokers perform forwarding services free of charge 
to the governmental agencies and are nominated by the said govern- 
mental agencies to receive freight brokerage on such shipments, which 
are paid by the member lines of the conferences. 

I further understand that the governmental agencies employ the 
alphabetical rotation system in selecting the freight forwarders/freight 
brokers for the shipments. These freight forwarders/freight brokers 
are, of course, duly registered with the Federal Maritime Board as 
freight forwarders under General Order 70. 

Brokerage was paid on Army shipments for 6 to 9 months but this 
was prior to the existence of MSTS and at a time when the Army 
handled their own bookings. 

MSTS, Military Sea Transportation Service, books cargo for the 
account of the shipper services, that is, Army, Navy, and Air Force, 
as well as that portion of the MD ar, Mutual Defense Assistance 
Pact, cargo that moves on American flag ships and no brokerage has 
been paid on shipments booked by MSTS. 

When MDAP cargo moves on vessels of the recipient nation, it 
is booked by the Army direct with the foreign-flag line involved, and 
MSTS does not come into the picture; however, no brokerage is paid 
on these foreign-flag shipments. 

The NSA, National Shipping Authority, a part of the Federal 
Maritime Board from late 1950 until early 1952, definitely instructed 
the managing operators of vessels handling “relief” cargoes to employ 
freight brokers to be compensated at a rate of 1% percent oa a limited 
freight rate. 

I will now attempt to handle specifically the matters listed on the 
sheet attached to Chairman Thompson’s letter of November 15, on 
which he invited me to testify. 

2. Matters concerning the use of and the compensation received by forwarders 
and brokers on Government export shipments with emphasis upon: 

(a) The propriety of paying brokerage. 

(b) The reasonableness of compensation. 

(c) Tvpe of services rendered. 

(d) The right to participate in commercial-type military shipments. 


Section No. 2, as set forth above, specifically refers to Government 
export shipments. In my previous remarks I stated that, to the best 
of my knowledge, all of the freight forwarders in the gulf area, par- 
ticularly those handling Government export shipments, are also 
freight brokers and it has been the practice of our member lines to 
pay freight brokerage on shipments for account of governmental 
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agencies who nominate the freight forwarder-broker to receive the 
brokerage. 

I also pointed out that it is my understanding that the freight 
forwarder-freight broker performs the forwarding service free of 
charge to the governmental agencies. Generally, the Government 
agencies book the cargo direct with the steamship member lines and 
they name the freight forwarder-freight broker who does the forward- 
ing but does not receive any compensation from the Government 
agency for such work. That freight forwarder-freight broker is paid 
1% percent by the member lines. 

With regard to the reasonableness of compensation, our member 
lines feel that 1% percent of the ocean freight is a reasonable brokerage 
compensation. 

Mr. Davinson. Before you go to that, if I may, I am trying to 
follow very closely your outline, as well as your statement here. 
There is @ hiatus here or a deletion, or perhaps I have passed it up. 

Did you discuss in your report | here the propriety of these payments, 
as you said you would in point 2 (a)? Did you discuss the propriety 
of paying brokerage with regard to government export shipments? 
| know that you dise ‘ussed the reasonableness of the compensation. 

You say that 1¥ ¥ percent is reasonable. 

FP Have you disc ussed anywhere, or given us, the considered opinion 
of the lines you represent as to the propriety of such payments? 

Mr. Cartys. In section No. 2, as set forth, I stated that: 

To the best of my knowledge, all of the freight forwarders in the gulf area, 
particularly those handling Government export shipments, are also freight brokers 
and it has been the practice of our member lines to pay freight brokerage on ship- 
ments for account of governmental agencies who nominate the freight forwarder- 
broker to receive the brokerage. 

I also pointed out that it is my understanding that the freight 
forwarder-freight broker performs the forwarding service free of 
charge to governmental agencies 

Generally, the Government agencies book the cargo direct with the 
steamship member lines and they name the freight “forwarder- freight 
broker who does the forwarding but does not receive any compen- 
sation from the Government agency for such work. That freight 
forwarder-freight broker is paid 1¥ ¥% percent by the member line. 

| would say that our member lines feel up to that point that it is 
proper on their part to pay the freight brokers. 

Mr. Davipson. Of course, that outlines your practice and now you 
want to supplement that statement by saying that you feel that your 
member lines regard these payments as having some propriety? 

Mr. Cartys. Yes, in line with that procedure. 

Mr. Tuompson. How would you determine the propriety of such 
a payment? Wouldn’t you consider that, in determining the propriety 
of such a payment, you must first determine to whom the services 
we of value, or for whom the services are performed? You stated 
that the Government agency booked the cargo. 

Mr. Cartys. Yes, direct with the steamship line. 

Mr. THompson. But the forwarder performs the forwarding 
services and the carrier pays the brokerage; and that is in good 
propriety? To whom is this service of value, the carrier or the Gov- 
‘rmment? 

Mr. Cartys. I would say that it is valuable to both. 
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Mr. Warren. For whom is it performed? 

Mr. Cartys. The forwarding service is performed for the Gov- 
ernment. 

Mr. Warren. And isn’t that the extent of what is happening in 
the case of Government shipments? 

Mr. Cartys. Yes, the forwarding services. 

Mr. THompson. You had two charges that broker-forwarders 
make. One is for brokerage in the booking and securing of the 
business. The other is for forwarding services for the shipper? 

Mr. Cartys. Yes. 

Mr. THompson. In this case the forwarder-broker performs the 
forwarding service for the Government? 

Mr. Cartys. Yes. 

Mr. THompson. The Government agency does its own booking? 

Mr. Cartuys. Yes. 

Mr. THompson. Yet the carrier pays the forwarder brokerage as 
normally acceptable in the case where the cargo is booked by the 
forwarder? 

Mr. Cartys. That is right. 

Mr. THompson. And, you say this is in good propriety, where a 
service is done for one and yet the other pays for it. 

Mr. Cartys. As I get further down, Mr. Chairman, I will define 
that part where the shipper books direct with the line. 

There has been much said about the Bland Act back and forth, 
and I have said this about the governmental shipments, not the 
military but the governmental agency shipments: 

There would be reason to assume, when a Government agency) 
names a broker, that outside of knowing that they name the brokers 
by the alphabetical system, they could have something to do with 
securing the cargo for the particular line, and the line, in following 
that practice, feels it is a proper procedure. 

Mr. THompson. The word “propriety”? means a lot more to me 
than whether or not the man is compensated for some service. ‘‘Pro- 
priety,’”’ in my opinion, would mean the tagging of something with its 
proper nome nelature, Is he collecting it for forwarding or is he col- 
lecting brokerage? 

You define brokerage and you define forwarding. Here is our own 
Government securing a service free of charge. The forwarder does 
the service. Yet, on the other hand, the Government is not paying 
him but it is the carrier, who receives no services whatsoever, who is 
paying the bill. 

Mr. Cartys. I do not know if I could go along that the carriers 
receive no service at all from the broker on that, sir. I have not 
gone into that. There is still a possibility that, after being confirmed 
to them by a governmental agency, he could take the governmental 
agency’s word that they named the broker, that possibly ‘he had some- 
thing to do with the booking of that cargo for that particular line. 

They name a broker. Speaking about the propriety of the brokers, 
they name them in alphabetical rotation. Probably they designate 
that to that particular broker. 

Mr. Warren. You are saying that it is possible in the case of 
Government shipments that the forwarder has something to do with 
the securing or booking of the cargo? 
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Mr. Cartys. I mean for a particular line. He might have some 
effect there. I know he facilitates matters for the lines by working 
out things for the ship back and forth. 

Of course, there are borderline cases about the preparation of 
documents. 

He does good for the shipper, but he could do good for the carrier 
by facilitating things. If he is the broker, he might incur expense 
for a telephone call. 

Mr. THompson. Are there not cases where the Government agency 
contacts a line direct, makes the booking and arranges for the cargo 
to be called forward, loaded, and where a broker is nominated? 

Mr. Cartys. I think nearly all of them are like that. 

Mr. THompson. Where perhaps the forwarder-broker is not known 
until the shipment is already booked? 

Mr. Cartys. I would not know at what time he becomes known? 

Mr. THompson. I used to be an accountant and I like to see things 
called by their proper names. If a man earns something, and I do not 
doubt that the forwarder earns something in this case, I would like to 
see him collect it from the proper source. It would eventually mean a 
saving in the rates that the Federal Government pays. Ido not doubt 
that and I do not think that you do. 

I am not protesting these payments. I am wondering why you can 
say that this is in good propriety when the payment comes from 
someone who has received hardly any service from the person who is 
receiving payment. That is why I questioned your discussion of the 
propriety of these payments. 

Mr. Cartys. Thank you, sir. 

Respecting “types of services rendered,” it is difficult to pinpoint 
the services the broker performs. While it is true that he does not 
actually book the cargo, the Government agency making the booking, 
nominates him to receive the brokerage from the steamship line. 

The freight forwarders/freight brokers who receive brokerage from 
the steamship line and perform free forwarding for the Government 
agency also render service to the steamship line by assisting in facili- 
tating and delivering the cargo which helps the steamship line as well 
as it does the Government agency. These freight forwarders/freight 
brokers usually prepare the ocean bills of lading. The Government 
agencies, in nominating freight forwarders/fr eight brokers to receive 
brokerage, request that such brokerage be paid | to them. 

With respect to “the right to participate in commercial type mili- 
tary shipments,” I have already pointed out the procedure of the 
member lines with respect to strictly military shipments, i. e., MSTS 
and MDAP cargoes, on which no freight brokerage is paid. 

On strictly military cargoes our member lines do not pay brokerage 
because it is not the wish of the Armed Forces that the member lines 
do so and our member lines consider this a matter entirely within the 
discretion of the Armed Forces. 

3. Analysis of services forwarders and brokers render to carriers 
and to shippers on commercial export shipments. 

Again I will mention that practically all of ay freight forwarders 
in the gulf area are also freight brokers. They really act in a dual 
capacity, as freight forwarders they serve the ios rs and as freight 
brokers they serve the carriers. ‘They receive no compensation for 
freight forwarding from the carriers. 
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The services of a freight forwarder are invaluable to the shipper or 
exporter he represents. The freight forwarder’s services are many 
and varied, i. e., preparing and filing of export declarations, and I 
might add that the forwarder is expected by the Government to 
screen all declarations to make certain that the goods are on the 
positive list requiring export licenses. The forwarder generally rep- 
resents the shipper or exporter insofar as the United States custom- 
house is concerned, the railroad, the ocean carrier, the foreign consuls, 
et cetera, et cetera. 

With respect to services rendered to carriers by brokers, the major 
service performed by freight brokers for the carriers is that he obtains 
the cargo for the vessel or causes the cargo to be obtained for the 
vessel for which he receives a brokerage fee. 

The ocean carriers also benefit from the services of fre ‘ight for- 
warders/freight brokers in other directions, i. e., in many instances 
the ocean freight is paid or guaranteed by the freight forwarders/ 
freight brokers, thus relieving the ocean carrier of a certain risk. 
They trace the cargo from interior points in order that the carriers 
can be acquainted with the availability of the cargo. By their 
cooperation they save the ocean carrier considerable time and expense. 

On certain commercial export shipments, as is the case on ship- 
ments for account of certain governmental agencies, although the 
cargo is booked with the member steamship line direct by the shipper 
or exporter, brokerage is paid to a freight forwarder/freight broker 
nominated by the said shipper/exporter and such freight brokerage 
is paid by the conference member line. 

While the question might arise as to whether or not the freight 
forwarder/freight broker, in such instances, earns the freight brokerage, 
the member lines have paid the brokerage at the request of the ship- 
per/exporter, feeling that while the freight forwarder/freight broker 
did not actually book the specific shipments, he receives the brokerage 
because generally and constantly he is endes avoring to secure cargo 
for the steamship lines. This has been a practice ‘of long standing. 

I believe our members feel that this practice is similar to that 
employed by many commercial firms. For example: 

A customer purchased an automobile direct from the company 
without the efforts of a particular salesman and requested the company 
to give credit of the sale to the particular salesman. Our member 
lines, in paying freight brokerage to brokers nominated by shippers 
who book directly with the steamship lines, feel that in doing so they 
generally assist in the interest of the export trade and in the particular 
instance help the broker, nominated, to earn revenue which he needs 
over and above what he receives from his accounts, as it enables him 
to meet the expenses required by him in the solicitation of freight. 

4. Position of witness regarding: 

(a) Legal status of forwarder and broker. 

(b) Importance of forwarders to small and large shippers, carriers, and develop- 
ing the foreign commerce of the United States. 

(c) Sources of forwarder income and significance of each source. 

(d) Definition of brokerage. 

(e) Responsibility of carrier to insure that brokerage is payable where properly 
earned and only to those legally entitled to receive it. 


(f) Performance of forwarding functions by carriers and practice in regard 
thereto. 


(g) Basis for paying brokerage. 
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(h) Extent of solicitation activities between forwarders, carriers and shippers. 

(i) Factors affecting forwarder’s selection of particular carrier to handle a 
particular shipment, and I deal with those specificially. 

Respecting the “legal status of forwarders and brokers,’ I have 
already dealt with this feature previously in this statement. I can 
offer no further comments on this point. 

There is a considerable degree of importance of freight forwarders 
to small and large shippers as well as the carriers whom, I am sure, 
sincerely believe they can assist, materially, in developing the foreign 
commerce of the United States. Freight forwarders are employed by 
large as well as small shippers. 

I feel quite certain that none of the member lines of the conferences 
have the slightest intention of entering the freight-forwarding busi- 
ness, which would definitely require the employment of highly trained 
personnel to carry out this complex work. The advent of World 
War II proved this conclusively. Several steamship lines at that time 
established large forwarding departments at considerable expense and 
trouble, and they were glad to abandon the plan as quickly as possible. 

Mr. THompson. At that point, sir, are any of your member lines 
performing any forwarder services in South Atlantic ports? 

Mr. Cartys. Not our member lines. 

Mr. THompson. None of your member lines? 

Mr. Cartys. None of our member lines. 

Mr. THompson. Are any of the agents performing any forwarder 
services in the South Atlantic ports? 

Mr. Cartys. The agents of the member lines who act as agents and 
are paid an agency commissiomfor handling the vessel, | understand 
perform free forwarding, but not at any request of our member lines 
of the conference. 

Apparently it might be said that there is a dearth of forwarding 
agents at the South Atlantic ports. Maybe there is an inadequacy 
and maybe not. I do not know. I am not too familiar. 

In one of our conferences, the Gulf-Mediterranean Ports Conference 
which embraces the South Atlantic ports, loading vessels of our member 
lines calling there, the agents are paid an agency fee and perform that 
service. 

Mr. THompson. Are these salaried agents? 

Mr. Cartys. I imagine they are on a commission basis. 

Mr. THompson. Do you pay them anything? 

Mr. Cartys. The line has an agency arrangement for handling the 
vessel, just the usual agency fee. In some instances, it is higher than 
others. 

Mr. TuHompson. Are they full time employees, or are they commis- 
sioned agents who are free agents in other instances? 

Mr. Car.ys. They are free agents. 

Mr. Tuompson. Then they could handle certain freight forwarding 
activities as individuals, and not as representatives of the line? 

Mr. Cartys. That is right. 

Mr. Thompson In those cases, are they registered freight forwarders? 

Mr. Cartys. I imagine that all of them are registered, sir. 

Mr. THompson. You do not pay brokerage to them? 

Mr. Cartys. The lines pay brokerage to the brokers involved. 
Whether those are the same people, I do not know. 
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Mr. THompson. Do any of your lines take into consideration free 
services rendered by the agents in establishing the fee that you pay 
them? 

Mr. Cartys. No. I think that there is an agency proposition and 
an agency fee for handling a vessel at a port where the member line 
does not have its own office. 

Mr. THompson. Is that on a commission basis? 

Mr. Cartys. Yes, sir. 

Mr. THompson. In some cases, these agents perform forwarding 
service free of charge? 

Mr. Cartys. That is right. 

Mr. THompson. Thank you. 

Mr. Cartys. With respect to sources of forwarder income and 
significance of each source, I can only say that the freight forwarders 
derive their compensation from the shippers or exporters who engage 
them to do the freight forwarding. They certainly do not receive 
any compensation for freight forw arding from the ocean carriers. 

The freight forwarders “themselves would, of course, have to give 
definite information regarding the significance of each source of their 
income for freight forwarding. 

I have heard, in some instances, certain freight forwarders have 
stated that 60 percent of their income is derived from freight for- 
warding and 40 percent from freight brokerage. 

I have also heard other frei ght forwarders say that 55 percent of 
their income is derived from freight forwarding, and 45 percent from 
freight brokerage, and | think that dyring the hearing here I heard 
someone mention 50-50. 

Definition of brokerage: I have heard of several definitions of 
freight brokerage. Brokerage has been referred to as 
compensation for securing cargo for the vessel (and for performing other miscel- 
laneous services for the carriers as previously indicated), but as is often the case, 
where a “‘definition”’ is given on a controversial word or subject, many attempts 
are made to define the ‘‘definition.”’ 


For example, I have heard that the term “securing cargo” could 
mean “actually booked,” “obtained” and “influenced routing.” 

I can only say that my previous remarks with respect to the pro- 
cedure of the conference member lines on “freight brokerage” might 
serve as a definition of the term “brokerage.”’ 

Mr. Davipson. Would you say that there is another definition of 


the term eee, cargo,”’ namely, being denominated the broker? 


In other words, if a Government agency denominates you as the 
broker, that would - sufficient to characterize what you did. That 
is one of the ways of securing cargo, just getting your name there on 
a rotation basis? 

Mr. Cartys. I would like to say that being nominated, that the 
carrier would have a reason to believe that, if the shipper or a Govern 
ment agency is going so far as to nominate someone, the carrier could 
naturally assume that that broker actually had something to do with 
the securing of cargo. 

Mr. Davipson. All vou would have to have as evidence of his 
having secured cargo is the fact of his having been nominated. That 
is all? 

Mr. Cartys. I have dealt with that later. 
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Mr. Warren. The fact of being nominated means that the for- 
warder has secured and earned the brokerage commission, and there 
is no reason for a member line to question such. Is that your position? 

Mr. Caruys. I think I deal with that more specifically later. 
Shall we revert to that? 

‘‘Responsibility of carrier to insure that brokerage is payable where 
properly earned and only to those legally entitled to receive it.” 

In many, if not most cases, the carrier would have no specific 
knowledge of all of the activities of the broker which result in the 
cargo being booked by the carrier. The carrier’s rates and other 
terms and conditions are fixed by conference tariffs; therefore, there 
is no bargaining in respect of these matters, except in instances where 
ihe rate is ‘‘open.”’ 

On the other hand, the broker may have rendered the carrier very 
valuable services in his dealings with the shipper. It is for this 
reason that the carriers pay the brokerage to the broker nominated by 
the shipper notwithstanding it may have no first-hand knowledge 
regarding these activities. 

It is utterly impractical to expect a carrier to inquire into the 
activities of a broker, and based upon information obtained, to decide 
whether or not the broker has earned the brokerage. 

This would place not only an impossible burden on the carrier but 
bv the very nature of the situation would place the carrier in the 
position of jeopardizing his position in case the broker should disagree 
with the conclusion that no brokerage should be paid. 

Although it is possible that in some instances, under the present 
system, brokerage may be paid where the quantum of service does 
not justify it, it is absolutely essential that there be some arbitrary 
rule regarding the payment of brokerage so as to relieve the carrier 
of the necessity of judging each case. 

This arbitrary rule, as presently practiced, is to pay brokerage to a 
broker who actually books the cargo, or who is nominated by the 
shipper to receive the brokerage. 

Going back to your question, I think I pointed out there the feeling 
of our member lines in that respect. There are many member lines 
in the various conferences, and where a broker is nominated by a 
shipper to receive the brokerage, it is only natural to assume, feeling 
that you are dealing with people who are honest, that that broker had 
something to do with the securing of that cargo, although it is not 
always easy to define and just have an accurate count as to just what 
he did do, and define all the possibilities. 

That is one of the reasons. 

Then, as I said before, the shipper nominates him. When the 
broker presents the papers and starts negotiating with the lines on 
the case, they know that he is identified with the ‘shipment. That is 
reason or identification enough there. 

Then, in the overall picture, our member lines feel that even though 
in specific instances they pay these brokerage items when nominated 
by the shipper, they are doing so for the general good of all because 
there are many lean times where these brokers are ¢ onstantly soliciting 
the accounts and coming to the member lines with this business. 
They are continually out trying to get business for the lines and possibly 
if they did not actually book this shipment vesterday, the day before 
yesterday they had a lot to do with the securing of cargo. 
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The member lines feel that it is an asset to the export industry. 

Mr. Warren. So you think that the general solicitation of cargo, 
which you state forwarders and brokers constantly engage in, whether 
it is with respect to the particular shipment or not, helps to earn 
brokerage? 

Mr. Cartys. That is right. 

Mr. Warren. And you believe that it would be an impossible task 
to impose upon carriers to inquire in each instance whether or not 
brokerage is weer 

Mr. Cartys. When he is nominated by the shipper. 

Mr. Warren. Thus, I infer from your statement that the test of 
nomination is the test that you go by, and you do not inquire? 

Mr. Cartys. When nominated by a shipper, yes. 

Mr. Tuompson. Are your lines satisfied with that condition? 

Mr. Cartys. I am fully convinced that they are. 

Mr. THompson. Now, in the event a shipper, whether Government 
or otherwise, nominates a broker who has not booked the shipment 
or any way participated in the securing of cargo, and the broker 
nominated has been in the business only a short time, without having 
performed other general services, do you think that that is a proper 
payment? 

Mr. Cartys. In that instance, Mr. Chairman, does the broker who 
has only been in business a short time prepare the shipping documents 
and supply them to the lines? 

Mr. Tuompson. I said he has not performed any of the normal 
broker services. 

Mr. Cartys. For the governmental agencies? 

Mr. THompson. For an agency, or for a private corporation which 
maintains its own export department but which nominates a broker. 
And you know that there are cases where that is done. 

Mr. Cartys. I will be glad to speak on each. 

I would say that in the governmental agencies part of it, usually 
the freight forwarder-brokers who are nominated by the Government 
agency to receive the brokerage perform the forwarding services free 
of charge. 

Now, in the case where the shipper nominates the broker, if that 
shipper does his own forwarding, he names a broker who receives it. 

I have not heard of any lines turning down anyone who has been 
in business a short time. I have not gone into that. 

Mr. Tuompson. I am trying to get your reaction as to what is 
proper and what is not. 

You say that in cases where no services are performed, but where 
a broker is nominated, you pay without question? 

Mr. Caruys. Yes. 

Mr. Tuompson. Because you feel it is a proper charge in view of 
the fact that he has been in the business, is stimulating the business 
and securing cargo all the time. 

Mr. Caruys. Constantly going around, yes. 

Mr. Tuompson. In this specific instance, you say that payment is 
proper? 

Mr. Cartys. Yes. 

Mr. THompson. Suppose the broker designated has not stimulated 
business, and has just come into the brokerage business, but who is 
nominated to receive this payment? 
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Mr. Cartys. I have not heard of any cases. Most of them that 
I know have at in quite a while. 

Then, I do not know the names of the brokers nominated in that 
instance. Maybe the lines might want to give that consideration. 

Mr. Tuompson. This is a hypothetical question. You say that 
nomination is the test. 

Mr. Cartys. All right. 

Mr. Tuompson. In your opinion, why would one be proper and 
the other improper? 

Mr. Cartys. Well, I will stick to what I said originally, that this 
is what they would do: If the shipper nominates them, they would 
have reason to believe that he had something to do with the securing 
of cargo. I have also pointed out how difficult it is to strike out and 
refuse to pay brokerage. It might jeopardize the position of the line 
to refuse to pay brokerage. They might take that into consideration. 

Probably the fellow being in business only a short time might not 
have had anything to do with it. 

M.. THompson. | am trying to find out what you think is proper 

and what you think is improper. The practices which exist now, no 
doubt, are effective. I think that in some cases they are costing the 
taxpayer money unnecessarily. If commercial people want to pay 
these charges, because they know what competition is, that is all nght 
with me. But I cannot quite rationalize in my own mind the payment 
of brokerage where no service is performed in a specific case. 

It is being rationalized here in the case of a man who has been in 
the business for a while and because of the general good he does. | 
want to know how you are going to rationalize the same thing in the 
case of a man who does no general good but has merely been nominated 
for this specific payment? 

Mr. Cartys. I said that with that nomination there might be some 
good that we do not know about, by reason of the fact that the shipper 
nominated him, and, if the shipper goes so far as to nominate the 
broker, taking for granted that the shipper is an honest person, 
probably it had something to do with how long he has been in the 
business. 

Mr. Tuompson. This is the rate the shipper pays, so why worry? 
Your 1% pere ent is no doubt reflected in the rates charged. 

Mr. Cartys. I would not say that it has anything to do with the 
freight rates. Do you mean that it would increase or raise the 
rates? 

Mr. Tuompson. Certainly it is taken into consideration when you 
are compiling eer mnie, 

Mr. Cartys. No, s 

Mr. THOMPSON. . mean that this comes entirely out of the 
profits of the steamship line? 

Mr. Cartys. It is not taken into consideration in adjusting rates. 
It is a regular, everyday charge of the steamship line. 

I have attended hundreds of meetings and I have never heard it 
said, in discussing the increase or adjustment of the rate, that any- 
thing like 1% percent due freight brokers on the total fr eight would 
have anything to do with the adjustment or establishment of that 
rate. 

Mr. THompson. In adjusting freight rates, you do not take into 
consideration your basic cost? 

70668—56——28 
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Mr. Caruys. There are many things taken into consideration in 
the adjustment of freight rates, foreigr costs, positions of lines. 

Mr. THompson. Wages, fuel costs. 

Mr. Cartys. That is right. They go up and down, but you could 
hardly raise and lower rates based on 1% percent brokerage. 

Mr. THompson. Then, going back to your original statement, 
brokerage charges of 14 percent are not taken into consideration by 
your conferences in fixing rates? 

Mr. Cartys. No, I would not say in fixing rates every day to this 
extent: 

While it is a cost that the lines pay, that they have been paying for 
many years, when rates were low they were paving that and when 
rates were high they were paying that. If we were going to raise or 
reduce the rates tomorrow, we would not consider raising or reducing 
brokerage accordingly. 

Mr. Tuompson. If brokerage were reduced to zero, would not the 
rates reflect that reduction? 

Mr. Cartys. No, sir. I do not think so. 

Mr. THompson. You do not think that competition would cause 
them to be reduced by that amount? 

Mr. Cartys. No. 

Mr. Warren. Is it not one of the constituent elements of cost in 
the construction of a rate, whether conscious or unconscious? 

Mr. Cartys. There are so many things. I have never heard it 
mentioned. I would say that it might be if you are going to bulk 
commodities or trading commodities but, when vou are talking about 
14, percent on the usual berth-time cargo, I would not say that 
brokerage enters into that. 

Mr. THompson. | would like to compare the gross investment of 
any company in your conference, and then compute the net return at 
the end of the vear, and see how far above 1% percent the net return is. 
[ know of some people who are satisfied with an earning of just slightly 
more than 1% percent. 

Mr. Warren. Mr. Carlys, do you have the figure that was requested 
of you by this committee? 

Mr. Cartys. | think it will be completed today. As I mentioned 
last night, I hope to send it to you. 

Mr. Warren. Could you estimate how much that figure will 
amount to? 

Mr. Cartys. No, because we are working it out on the bulk cargo 
and the normal cargo. 

Mr. Warren. Have you finished your statement, sir? 

Mr. Davinson. Mr. Carlys, I just want to make sure as to this 
point with which I was originally concerned, namely, the propriety of 
the payments in the eyes of the carriers. 

When a shipper denominates, or nominates as you please, a carrier 
to be the recipient of your brokerage fee of 1% percent, you ipso facto 
say, “That is enough for me. I believe he is qualified. He surely 
must be registered.””? That is a perfunctory thing. 

Suppose you had a private shipper and he simply said to you, 
‘Listen, you have all the details of my shipment. Now, don’t forget. 
Pay 1% percent to John Jones. He is my brother-in-law. He has : 
license. He has registered. He filed with the Federal Maritime 
Roard.”’ 
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Mr. Cartys. I never heard of a case like that. 

Mr. Davipson. But there are cases like that. Our counsel has, in 
very substantial degree, found cases where it was just a brother-in- 
law, and all that had to be done was to denominate him and the car- 
rier paid him. 

Now, it is all right with me. But, you see, we are dealing with 
money with which the Government is concerned. ‘This is Govern- 
ment money. 

Mr. Cartys. I appreciate the importance of your work, Mr. Con- 
cressman. 

Mr. Davipson. That is what we are interested in. That is why I 
am a little bit interested in this particular phase of what you are tell- 
ing us, that the propriety is determined almost solely and completely 
upon the denomination of a broker as being the proper recipient of 
your 1% percent. 

Mr. Cartys. Denomination by a shipper of the broker, in cases 
where the broker does not become direct. There is no doubt in the 
world when he becomes direct that he is the recipient of the brokerage, 
hut in cases where the shippe r nominates the broker, ves. 

Mr. Davipson. He Says, “This is my man. Pay him 1% percent 
of Uncle Sam’s money.” 

In effect, that is what it is. 

Mr. TxHompson. Actually, if the propriety of other payments 
made by subsidized lines is gaged or judged according to that rule, 
| think that our full committee would be very interested in going into 
this determination of propriety. 

Mr. Caruys. Yes. 


Mr. Tuompson. This should be a very interesting study. 
Please proceed. 
Mr. Carzys. Thank you, sir. 


Performance of forwarding functions by carriers and practice in 


regard thereto: As previously stated, the member lines of the con- 
ferences do not perform any freight forwarding service, except under 
extremely unusual cire umstances and in which cases they would 
charge for such services, and have no intention or desire to enter this 
field of endeavor. 

I might digress there for a moment. I think we discussed that 
pomt. 

The member lines of this conference have no desire to go into the 
freight forwarding business. There are 2 of our American lines who 
have registration numbers with the Federal Maritime Board, and 
of our member lines performs freight forwarding services at certain 
Florida ports, for example, Tampa, where forwarders are few and 
far between. 

There is a dearth of forwarders, and they do that at the insistence 
of the shipper and make a charge for it. That is the usual, customary 
thing, the declarations and handling documents and so on. 

There might be an isolated case now and then where the shipper 
would insist on some small shipment on a member line doing this for 
him, passing the export declaration. 

[ think all of our member lines—and I| have talked to them individ- 
ually and collectively—would prefer that he go to a forwarding agent 
to have that work done, and they want no part of it; but if he would 
insist, they would do it and make a charge for it 
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Mr. THompson. Is your agent in the South Atlantic legally your 
agent and instructed how to act by you? 

Mr. Caruys. On shipping, but not in connection with the forward- 
ing. The owner or the charterer or the operator has nothing to do 
with that at all. The person or party concerned there at the oa 
port in the South Atlantic acts as the loading agent of the vessel, 
and loads the cargo. 

Mr. Tuompson. I have heard it stated here that carriers are per- 
forming forwarding services in the South Atlantic. Now, if what you 
say is true, that problem is not one between freight forwarders and 
carriers? 

Mr. Cartys. That is right. 

Mr. Tuompson. That is a problem of policy among freight for- 
warders themselves. 

Mr. Cartys. It would seem that way to me. 

Mr. Tuompson. That is a problem among freight forwarders, 
according to what you say. Then the problem of diversion of cargo 
is then due to a lack of unified policy among the freight forwarders 
themselves? 

Mr. Cartys. I would say that those agents, being freight for- 
warders, have registration numbers. I assume that they have. 

Mr. Tompson. If they do not have registration numbers and are 
acting as individual agents, certainly they should have them under 
existing regulations. 

Mr. Cartys. They should have, under existing regulations. 

Mr. THompson. So, in your opinion and the opinion of your lines, 
the problem that has been implied to exist here, diversion of cargo, is 
not due to the carrier performing a free forwarding service but due 
to a lack of unified policy among the freight forwarders? 

Mr. Cartys. It is the agents of the lines who are also freight for- 
warders, but not carriers in the sense of the term. 

Mr. THompson. They are independent forwarders and in no way 
instructed by the carriers? 

Mr. Caruys. That is right. They are not instructed or paid by 
the member lines of my conference. That, of course, goes for the 
member lines of my conference, which the chairman understands. 

Mr. Tuompson. Certainly. 

“Basis for paying brokerage.’”’ The basis for paying brokerage is 
generally on berth terms cargo, 14 percent of the gross port-to-port 
ocean freight. 

[ also mentioned that there were exceptions on bulk commodities. 
This brokerage by the conference member lines is restricted to pay- 
ment in the United States only, and again I would like to point out 
that nonconference carriers, not being bound by conference agree- 
ments or tariffs, pay at least 24 percent brokerage in the United States, 
and we are reliably informed, in some instances, they pay freight 
brokerage in excess of 1% percent in Europe. 

Further, I have been informed that on cargo shipped from Europe 
to the United States, the carriers pay 2% percent freight brokerage, 
and in most countries it is 4 or 5 percent, and in some cases as high 
as 10 percent. 

This practice has been in existence for perhaps 100 years, more or 
less, and it applies in cases where the shipment is booked by the 
shipper and in cases where the shipment is booked by the broker. 
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“Extent of solicitation activities between forwarders, carriers, and 
shippers:” Needless to say, in this highly competitive business, all 
of the member lines of the conference actively solicit cargo from 
forwarder-brokers, and shippers. 

“Factors affecting forwarder’s selection of particular carrier to 
handle a particular shipment:” 

Insofar as the services of the member lines of the conference are 
concerned, generally speaking, the question of ocean freight rates— 
unless the rates on the particular commodity were “open’’—would 
not be a factor in the forwarder’s selection of a particular carrier to 
handle a particular shipment as all of the member lines of the respec- 
tive conferences observe published tariff rates, rules, and conditions. 

At certain times freight forwarders-freight brokers follow instruc- 
tions of their principals, the exporters, for preferred routing, this 
could be a particular flag routing or a routing resulting from a long- 
‘stablished patronage of a certain line. 

The position of the vessel—sailing date, loading port, arrival at 
discharge port, and so forth—also has a great influence in affecting 
the forwarder’s selection of a particular carrier to handle a particular 
shipment. 

5. Existence of abuses and questionable practices involving the use of for- 
warders and brokers, including suggestions for correcting such abuses and prac- 
tices, e. g.: 

(a) Rebating brokerage; splitting brokerage with shipper; or reducing or 
waiving forwarding fee. 

(6) Payment of brokerage to dummy forwarders. 

(c) Payment of brokerage when not properly earned. 

Insofar as the gulf area is concerned, I have not been able to 
develop any existence of abuses and questionable practices involving 
the use of forwarders and brokers. Our member lines know of no 
rebating brokerage or splitting brokerage with shippers, and so forth. 

With respect to dummy forwarders our member lines realize that 
such dummy forwarders might exist and our member lines will coop- 
erate to the fullest extent with the Federal Maritime Board, or any 
other governmental agency to abolish such practices. 

Qur member lines have always taken the necessary precautions, 
in compliance with the tariffs and agreements of the respective 
conferences, to see to it that all brokerage bills are claused to the 
effect that no portion of the brokerage reverts to the shipper. 

6. Sufficiency of existing laws and regulations purporting to regulate forwarders 
and brokers, including the need for additional legislation or measures which might 
more properly regulate this industry. 

Again I say that all of the member lines of our conference are 
willmg to cooperate to the fullest extent with the Federal Maritime 
soard, or any other governmental agency, toward improving condi- 
tions and assisting in promoting the export commerce of the United 
States, by the abolishment of abuses and malpractices. 

As I see it, the situation in the gulf is satisfactory to all of our 
member lines, and I have no particular suggestions to offer on this 
subject. 

Personally, and on behalf of all of the member lines of the con- 
ferences, I sincerely thank you for the opportunity of appearing here 
today; I believe I have covered this situation insofar as the member 
lines of the conferences are concerned as fully as possible. 
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If there is any further information on which you think I can be of 
assistance, I shall appreciate it if you will tell me, or ask me any 
questions you desire. I shall endeavor to answer to the best of my 
ability, however, if there are any questions on which you desire 
further handling by me with my member lines, please be assured that 
I will do so promptly. 

Thank you very much, Mr. Chairman. 

Mr. Tuompson. Although I know that you have said that, to your 
knowledge, none of these abuses or malpractices exist in the gulf 
area, What are some of the abuses or malpractices that could be 
practiced in port areas? 

Mr. Cartys. Well, just those that you point out there: Rebating, 
splitting brokerage with shippers, and we would call those mal- 
practices that you refer to there. None of those abuses that you refer 
to others have come to my attention or to the attention of the member 
lines. 

Mr. THompson. You mentioned earlier in your testimony, Mr 
Carlys, that in the case of these member lines who withdrew from the 
conference, that immediately upon termination of their member- 
ships, they announced to the trade that they would pay brokerage 
amounting to 2 percent of the freight charges. 

Mr. Cartys. Yes, sir. 

Mr. Tompson. Did you notice any increase in the volume, or has 
anyone noticed whether their volume has increased because of that? 

Mr. Cartys. Well, I was only drawing that to the attention of the 
committee, Mr. Chairman, to show a comparison of the nonconference 
lines and our lines. Our lines are not duty bound to pay brokerage by 
conference regulation, but they can pay brokerage, and the measure of 
the brokerage is restricted to 1% percent. The conference lines cannot 
pay more than 1% percent, but the nonconference lines seem to have 
an accepted practice that they pay, to my knowledge, at least 2' 
percent. 

[ pointed out that in one instance in this very vear there were two 
lines, non-American lines, who were members of my conference, and 
that their brokerage became by public announcement 2% percent after 
the termination of their membership in the conference. They auto- 
matically went to 24 percent payment of brokerage when they left 
the conference. 

Mr. THompson. Do vou feel that that is unfair competition? 

Mr. Cartys. | would hesitate to answer you in the affirmative on 
the word “unfair,” because I do not think it is unlawful. It is in 
their managerial discretion to pay that much, but personally I would 
feel, and I think my member lines would feel, that it would be rather 
detrimental to the commerce of the United States, because I have 
testified here today that our lines feel that 14 percent is a fair and a 
reasonable compensation for freight brokerage. 

| have heard some of the brokers say here that they figure that 
brokerage of 1% percent is fair and, when a line pays 2 percent over 
the general trade when it is satisfactory to the steamship lines as a 
whole and satisfactory to the brokers as a whole for 14 percent to be 
paid, for them to pay 1% percent higher I feel is kind of confusing to 
the commerce. 

Mr. THompson. Do you feel that the forwarders themselves should 
enter into conference agreements among themselves, as they are 
authorized to do now? 
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Mr. Cartys. Well, I have not given much study to that thought. 
| only looked to that recently, with the idea that maybe something 
constructive would come out of that. 

| have heard the testimony of the local brokers. There are a lot of 
reputable people in the New Orleans association. 

Then we have the Texas group here and | heard them. Those 
gentlemen have been trying very hard and I think they have a good 
association. I do not know whether they would find it nec essary. 

I would like to study it a little to see if a conference would do any 
good, but I think they could help themsclves a lot, possibly, with 
this talk that has been going on about the FMB. I do not see any 
objections to a . conference. 

Mr. THompson. Do you know of any cases where incentives have 
been offered to forwarder/brokers to secure more business, in addition 
to the incentive of 14 percent? 

Mr. Cariys. Not by any of our member lines. 

Mr. Tuomrson. Do you think that that is a practice that is 
sometimes engaged in? 

Mr. Cartys. No, I hardly think so. 

Mr. Tyomrson. Do you think that the Federal Maritime Board 
has adequately pronounced their interpretation of existing law and 
of their own regulations in order to make it crystal clear what they are? 

Mr. Cartys. I can hardly say it 1s ervstal clear, Mr. Chairman. 
I think that dockets 645 and 657, and then 718 and 719, come out 
about the brokerage being compensation for booking and securing 
cargo, and then in 72 about the registration, they could give a little 
more thought to that. Maybe thev are working that up now. 

Mr. Tnompson. Are you familiar with the amendments which 
thev heve made to the regulations pursuant to the Bland Forwarding 
Act? 

Mr. Cartys. Yes. 70 and 72. 

Mr. THompson. What were those amendments? 

Mr. Cartys. Order 70 allowed registration, I think, and 72 started 
the registration and brought out the registration, and it defined 
forwarding, but it did not define brokerage. 

Mr. Tompson. Didn’t they water down the regulation to the 
extent whereas at first they said that forwarders were to be used 
except in cases of emergency? 

Mr. Cartys. Well, I touched on that in my statement, that for- 
warders were to be used except in cases of emergency, and then used 
unless unreasonable or impracticable. 

I think I touched on that in my statement. 

Mr. Tompson. Are you familiar with the communications that 
went out to Government agencies by letter? 

Mr. Cartys. I have not seen those, particularly. 

Mr. THompson. Those were letters which indicated that Maritime 
had never stated that forwarders were to be used? 

Mr. Cartys. I have never seen the letters to the Government 
agencies. At any rate, I do not recall. Maybe I have seen some. 

Mr. Tuomrson. Do you feel that the Bland Act, regardless of 
interpretations placed upon it by Maritime, is so clear that it could 
only be interpreted in the same way by all parties? 

Mr. Cartys. Well, I have heard several interpretations on it, and 
| have said in my statement that I think that Congressman Bland in 
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the beginning had in mind that he thought the forwarding industry 
would probably go to pieces and thought something should be put in 
there so that it would continue and function during the war period. 

It was enacted in 1942. I guess he wanted something to be there 
so that the forwarders would not be completely out of business after 
the war, so that there would be a forwarding profession in effect after 
the war. 

That is the way I would interpret it. 

Mr. Tuompson. What is your interpretation of the act insofar as 
whether forwarders should be used or could pe used? 

Mr. Caruys. Well, it is all in the question of defining it. I think 
it was generally understood that they would be used, or should be 
used. 

Mr. THompson. Except in some cases? 

Mr. Cartys. Except in an emergency case, as put out there, and 
later it says: “Except where impracticable or unreasonable.” 

Mr. Tuowpson. You are not at all satisfied that the law was written 
in the best language for purposes of interpretation, are vou? 

Mr. Captys. No, I am not too satisfied with the law. I have not 
studied it too much. I have just gone over it in connection with the 
brokerage. I have not formed a clear opinion on it. 

Mr. THompson. You are satisfied with the way things are to the 
extent that you would not, by any means, suggest to your members 
that they suggest to the Congress any change i in the act? 

Mr. Cartys. At this time, no; not until “T would have more time 
to study it. I would have to hazard a guess and give you wrong 
information. 

I would be glad to give it further study, sir. 

Mr. THOMPSON. You have not studied it before? 

Mr. Cartys. I have gone into it, but not to form an opinion as to 
any change in it. I have studied it just so far as its current effect on 
these things here. 

Mr. Tuompson. Do you have any questions, Mr. Davidson? 

Mr. Davipson. I have only this question, Mr. Carlys: You are con- 
vinced that forwarders re nder a geniune service to shippers? 

Mr. Cartys. Yes, sir. 

Mr. Davipson. When you say that you have no knowledge of any 
abuses insofar as rebating or splitting brokerage fees with shippers i is 
concerned, how do your member lines regard the business of for- 
warders performing forwarding services which you regard as valuable 
to shippers without fee? 

Do you feel that that is in a sense rendering to these shippers a 
preference or an advantage over other shippers who do their own for- 
warding and pay for their own forwarding services? 

Mr. Cartys. W ell, I think the only ones that I know of at this time 
to whom they render free forwarding services are the governmental 
agencies. 

Then, our lines apparently, from the best of my knowledge, think 
this is a fair practice with the governmental agencies. 

Mr. Davipson. You think that it is all right so far as the Govern- 
ment is concerned? 

Mr. Cartys. Yes, sir. 

Mr. Davipson. And you know that it is the case, with regard to 
governmental agencies, that they do render these forwarding services 
without charge? 
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Mr. Cartys. Yes, sir. 

Mr. Davipson. How would you feel if you were presented with 
evidence of the fact that certain forwarders render forwarding services 
without charge to shippers who are not governmental agencies? 

Mr. Cartys. I do not think that I have heard of any cases like that. 

Mr. Davipson. Assuming such a proposition, would you feel that 
that might come under the category of an abuse? 

Mr. Cartys. It could. It could; yes. 

Mr. Davinson. Do you feel that the law that Chairman Thompson 
has been discussing is not crystal clear with regard to this? I am 
talking now of the Bland Act. 

Mr. Cartys. You mean commercial shipments? 

Mr. a anient I am talking about commercial shipments. Do 
you feel that the law is not clear with regard to instances of com 
mercial shipments receiving forwarding services from forwarders with- 
out charge, forwarders who are interested in getting the brokerage 
fee? 

Mr. Caruys. That is right. 

I think that nothing has been defined that way on the free part of 
it, outside of the fact that Order 72 defines what forw arding is, and 
says that there must be a charge for it and a registration of the 
forwarders. 

Mr. Txompson. Do your lines handle large shipments of cotton? 

Mr. Cartys. Yes. 

Mr. THompson. Do you know of any corporations exporting cotton 
which perform all of their own forwarding services? 

Mr. Cartys. I have heard of it. 

Mr. THompson. Do you know of it? 

Mr. Caruys. Yes; I have heard of it. 

Mr. THompson. Do they designate brokers for the purpose of 
receiving brokerage? 

Mr. Cartys. Yes. 

Mr. THompson. Then you do know of some who are not performing 
forwarding service, but who are receiving brokerage? 

Mr. Cartys. I think Congressman Davidson said performing the 
forwarding free of charge. 

This is an instance where you are talking about the shipper doing 
his own forwarding. 

Mr. TuHompson. So, in that case, he not only performs the for- 
warding free of charge, but he perfor ms no forwarding and yet is 
designated for the purposes of brokerage. Do you feel that that is 
fair? 

Mr. Cartys. Yes; I touched on that in my statement. Our lines 
feel that in the overall picture he is constantly striving to obtain 
cargo from this specific shipper, and from other shippers, although in 
this specific case it could be said that he did not actually earn any- 
thing. 

Mr. THompson. You have assumed that? 

Mr. Cartys. We have assumed that, and, he being nominated by 
this shipper whom you have pointed out does his own forwarding, the 
line could feel, could naturally assume that he might have had a part 
in this and could not very well question just what part he had in this 
particular picture. 

Mr. Tuompson. Did you have a question, Judge Chase? 
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Mr. Cuase. It does not cost the shipper anything to nominate a 
broker; does it 

Mr. Cartys. No. 

Mr. Cuase. In other words, he is not paying? ‘The carrier is 
paying? 

Mr. Cartys. That is right. 

Mr. Cuase. And in a case where the shipper is doing his own 
forwarding work, it does not cost him anything to nominate the 
broker there by giving the broker a fee out of the carrier’s pocket? 

Mr. Caruys. Yes. 

Mr. Crass. Do you think that if a shipper could gain some 
monetary advantage by not nominating a broker, where the shipper 
did the forwarding ‘work, that he might ‘be disinclined to nominate? 

Mr. Cartys. If he can save some thing? 

Mr. Cuase. Yes. 

Mr. Cartys. Well, I do not know what he could save by it. You 
mean that if they did not have the freight brokers the carrier would 
make an inducement to the shipper? I have never heard of an instance 
like that. 

Or do you mean the carrier might make some payment to the 
shipper? 

Mr. Cuase. No, sir; not to the shipper. Assuming that the bro- 
kerage fees were 1% percent and they went to 5 percent. Would the 
carrier be a little more careful in ascertaining whether the broker 
actually earned a brokerage fee? 

Mr. Cartys. Well, | would have to wait until the impact of 
percent brokerage struck me, sir, before I would figure that out. 

Mr. Cuase. Do you think that he might be inclined to figure that 
this increased brokerage fee entered into “his cost of doing business? 

Mr. Cartys. Well, I would not want to say at this time, but right 
now he might have a reasonable reason to assume that if the brokerage 
went up - 

Mr. Cuase. It might possibly increase the rates, do you think? 

Mr. Carzys. You would be referring to boom times with anything 
like 5 percent. 

Mr. Warren. Isn’t that something which is happening today in 
certain conferences? 

Mr. Carziys. Only on certain rates, based on certain rates. 

It is measured by a scale of rates. It is 1%, 2%, and 5, but only 
based on certain rates. 

Mr. Warren. In reality, under the present law there is no maximum 
on brokerage? 

Mr. Caruys. Yes, that is right. 

Mr. Cuass. Ifa shipper could gain an advantage by not nominating 
a broker, where the shipper had done his own w ork, do you think that 
there would be an inclination on the part of some of the shippers to 
refuse to nominate someone? 

Mr. Cartys. I would not blame him if he saw an advantage. 

Mr. Cuasr. But since it cost him nothing at all to nominate a 
broker, do you not think that in many cases brokers are nominated 
where really, as a matter of good business, they should not have been 
nominated? 

Mr. Cartys. No, I do not think so. 
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There might be cases where brokers are not nominated at all, and, 
therefore, no brokerage is paid, but I would say that that is a very 
small minority. 

On the other thing, until I see a reason why, | would say that the 
shipper feels that the broker is entitled to it. 

Mr. Cuase. Do you think that a Government agency, charged 
with responsibility of handling shipments, if convinced that they did 
not need a forwarder and broker, and not feeling it necessary to 
nominate a broker, would be justified in declining to nominate the 
broker? 

They did all their forwarding work. 

Mr. Cartys. Well, up until now, they have always nominated by 
letter or telephone. The foreign missions do it, too, with our lines. 
They do it on an alphabetical rotation system. They must see some 
reason for it, and our lines feel it is a legitimate thing. 

Mr. Cuase. Even though on that particular shipment the broker 
did not render any service at all? 

Mr. Cartys. He renders a service to the governmental agency by 
doing the forwarding free. 

Mr. Cuase. Let us assume that the governmental agency did their 
own forwarding so that he did not do anything. 

Do you think that the agency should be re quire <d to nominate? 

Mr. Cartys. You have that with the MSTS and the Army now. 

Mr. Davinson. That is, Mr. Carlys, because the governmental 
agency has so interpreted the Bland Act. 

Mr. Cartys. Probably so. 

Mr. Davipson. That is the way they read the Bland Act. 

Mr. Cartys. Maybe it is. 

Mr. Davipson. That is one of the things that you are not quite 
sure is crystal clear, as to whether or not such Government agency is 
by law required to nominate someone to receive this brokerage fee? 

Mr. Cartys. Maybe they do not interpret it either; I do not 
know. 

Mr. Davipson. But it is not very clear as to whether or not they 
must; is that so? 

Mr. Cartys. Well, it has been amended a couple of times. 

Mr. Davipson. Maybe there could be more teeth put in it, in either 
one way or the other? 

Mr. Cartys. Yes 

Mr. THompson. Then you feel, Mr. Carlys, in representing your 
member lines, that everything, so far as your conferences are con- 
cerned, is being handled properly and you have no suggestions for 
modification of regulations or statutes? 

Mr. Car.ys. Well, I said this in my report, but I am greatly im- 
pressed by the work and function of the subcommittee. 

[ think they are doing a good job, and I have also heard some re- 
marks about the Federal Maritime Board. I think they could help 
out. 

Probably there could be some new rulings, or some of these old 
rulings brought up to date. 

Mr. THompson. Usually when you are asked to help out it is be- 
cause you have a problem, but you stated that you have no problem. 

Mr. Cartys. No. As far as we are concerned, apparently there is 
no problem, from the talks I have had with my member lines. 
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Mr. THompson. But if any problems are found and corrected, you 
have an idea that they will affect your conferences, too? 

Mr. Cartys. No. 

Mr. Chairman, from what I have heard while I was here yesterday 
and today, apparently there are many problems. There has been dis- 
satisfaction with the present situation, with the Federal Maritime 
Board. Maybe something can be done in that direction. 

I wanted to point out, while saying this, that all of our member lines 
are willing to cooperate. I think that they have shown that they are 
willing to cooperate with the Federal Maritime Board and with this 
subcommittee, and I am at your service in that direction. 

Mr. Tuompson. That is why we asked you to appear, and we 
apprec iate your coming. 

The only thing I have to say is that you speak of problems that might 
exist. You said in your statement that there might be dummy for- 
warders in some places. You imply that there are, but you do not have 
any. 

Mr. Cartuys. I said that there could be, or might be. 

Mr. THompson. So I assume that there are none in existence here. 
Yet you tell this subcommittee that if it finds any problems, and you 
are sure some must exist, you certainly wish the subcommittee every 
success. 

[ appreciate your wishes, and I merely state to you that, if we do 
find these problems and find a solution for them, I think that they will 
affect your conferences as well as the others. It is gratifying to know 
that there are no problems in your conferences. 

Mr. Cartys. That is right; apparently none. 

Mr. THompson. It is a testimonial to your companies, the executives 
of your companies, and the freight forwarders who are doing business 
with you; and I again congratulate you. 

Mr. Cartys. Thank you. 

Mr. THompson. Are there any questions? 

Mr. Warren. Mr. Carlys, is it correct that none of the five rate- 
making conferences of the Gulf Associated Conferences were respond- 
ents in docket 657? 

Mr. Cartuys. In 657, no. 

Mr. Warren. Therefore, has it been the longstanding custom among 
those conferences in this area to pay brokerage at the rate of 1% percent? 

Mr. Cartys. Yes. 

Mr. WarrEN. Do you believe that it is unfair competition for non- 
conference lines to pay brokerage in excess of 1% percent? 

Mr. Cartys. Yes, and I mentioned that a moment ago. I hesitated 
to agree on “unfair,” because there is really nothing unlawful about 
it, and they could say any figure they wanted, but I pointed out my 
reason why. 

The freight brokers apparently are satisfied with one and a quarter 
percent. 

On the other hand, the conference member lines feel that it is a 
reasonable compensation for freight brokers. 

Thus, the two interests involved agree on one and a quarter percent 
in the trade, and then, in the same trade where one and a quarter 
percent is acceptable to both groups, to pay one and a quarter in 
addition to that is a disturbing element, but I would not classify it 
as unfair. 
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Mr. WarrEN. Can you think of any reason why a nonconference 
line should be placed in a special category and be allowed to pay in 
excess of one and a quarter percent? 

Mr. Cartys. No. 

Mr. WarrEN. Would you favor a regulation issued by the Federal 
Maritime Board placing a maximum limitation on the payment of 
brokerage to the extent of one and a quarter percent? 

Mr. Cartys. Yes, I would. 

Mr. Warren. Mr. Carlys, you referred in your statement to the 
fact that the payment of brokerage is purely optional, although it is 
paid by all lines. 

Do I take it that you infer that there is any option or discretion on 
the part of ocean carriers who are members of your freight conferences 
to refuse the payment of brokerage? 

Mr. Cartys. Well, our conference does not prohibit or preclude 
the payment of brokerage, merely limiting or restricting the measure 
of the brokerage, and, therefore, the law does not say you cannot pay 
brokerage and “the conference does not say you cannot pay brokerage, 
and it does not tell you that you have to pay brokerage. 

So I think that a member line could, but not with any degree of 
practicality, and I say so for economic reasons, bearing in mind the 
competitive factor. 

Any member line could refuse to pay brokerage, but, even if we 
did not have a rule in the tariff at all, by reason of the fact that another 
line paid it, I think that would be sufficient reason to cause this line 
to pay the brokerage and I mean from the competitive angle. 

Mr. Warren. Mr. Carlys, I note in your statement that you 
indicate that on a particular shipment brokerage may be doubly 
paid; that is, paid to an American freight forws arder on this side, and 


also paid on the same shipment in Europe to a foreign-owned freight 
forwarder. 


Mr. Cartys. Yes. I have no specific details at hand right at this 
aD 


time, but I have some information on that. 
have heard and my member lines have heard. 

Mr. Warren. Would you submit this information confidentially to 
this committee for analysis? 

Mr. Cartys. I shall be happy to do so, Mr. Warren. 

Mr. Warren. Have any of your me »mber lines, to your knowledge, 
sir, received a bill for brokerage from a freight broker who had no 
connection whatever with the shipment? 

Mr. Cartys. I do not think so. I have never h 
was not even nominated, nothing at all? 

Mr. Warren. The shipper had never nominated him, yet he filed 
a bill with the ocean carrier. This is a practice of which we have 
cognizance. We are trying to determine the extent of it. 

Mr. Cartys. No, it has never come to my attention that anyone 
has done it, or that we have received any. 

Mr. Warren. How do your member lines know whether or not a 
particular freight broker has been designated? 

Mr. Cartys. I would say by a letter or telephone call, or some- 
times, if he has a forwarder, ‘if the shipper does not do his own forward- 


ing, he approaches the stes :mship line, or brings in the papers, or does 
the booking? 


It is something that I 


ard of any. He 
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Mr. Warren. I believe you stated that the former Shipping Board 
Merchant Fleet Corporation decided to continue the payment of 
brokerage because the American-flag vessels would be at a disad- 
vantage in competing with foreign lines. 

Are you indicating by that statement, that a rule regarding the 
discontinuance of brokerage would seeuiieatia have to apply to 
American lines, and that there would be no authority to apply it to 
foreign-flag vessels? 

Mr. Cartys. Well, to go back a bit, that was back in the earl, 
early twenties. The American lines, the managing operators and 
agents, were paying brokerage, and there was about to be a general 
order, talked about first and written about, where American lines 
would discontinue paving fre lent brokerage. 

I think the reason was for it, as set out in the beginning of my 
statement, that the old tires Board, the Merchant Fleet C orpora- 
tion established offices at Milwaukee, St. Louis, St. Paul, Kansas 
City, Memphis, and Chicago for solicitation purposes and that is why 
they wanted to do away with the brokerage. 

But the managing operators—and I am talking about the gulf 
area—had several meetings at Washington in which the district 
directors of traffic attended, and it was pointed out that that would 
be a decided disadvantage because at that time the non-American 
lines were paying brokerage, even on a retainer basis in some instances. 

The general order was not issued. 

As a result of these meetings held in Washington the district 
directors of traffic told all the managing operators that they could 
continue, and the order was not issued. 

Mr. Warren. If this committee, having all the facts on this 
question, deemed it desirable to discontinue the payment of brokerage 
in the export trade of the United States, do you believe that this 
would work a hardship upon American-flag vessels? 

Mr. Cartys. Do you mean the payment of freight brokerage in 
the United States to American brokers and forwarders, that there 
would be a law passed to that effect? 

Mr. Warren. I mean a law prohibiting the receipt by American 
forwarder/brokers of brokerage? 

Mr. Cartys. By all lines? 

Mr. Warren. In all cases, by all lines, subsidized, unsubsidized, 
American or foreign. Do you think that this could be practically 
enforced if it were desirable to do so? 

Mr. Cartys. Yes. 

Well, I could not agree that it would be desirable to do so. About 
the enforcement of it, if such a law like that were enacted or passed, 
well, I guess all laws, even prohibition, were enforced to a certain 
extent, but I think it would be wide open. 

The competitive angle I think would be so strong with nothing in 
between, with all the brokerage removed, that there would be many 
temptations, to say the least, to indulge in violations of the law. 

We have seen this in everything, not only here, but on the othe: 
side. 

Mr. Warren. Mr. Carlys, do you discern the functions of forward- 
ing and brokerage? 

Mr. Cartiys. Well, there is ready discernability between forwarding 
and brokerage, but in our area here in the gulf, nearly all the freight 
forwarders that I know of are freight brokers. 
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Mr. WarREN. Would that have a bearing on the line of demarca- 
tion separating a forwarding function from a brokerage function? 

Mr. Cartys. Do you mean by the enacting of a law? 

Mr. Warren. Would the fact that the same person is a broker and 
a forwarder have any bearing upon not separating their functions? 

Mr. Cartys. Well, I mean that they pointed out that they cannot 
get along on one thing without the other. We have heard about 45 
and 55 percent; 60 and 40, and 50-50. 

I think there is a lot of merit to that. I hardly think that anyone 
without tremendous accounts could live on one. 

Mr. WarkeEN. | will rephrase the question. 

Do you discern between forwarding and brokerage fune tions? 

Mr. Caruys. You mean in paying freight brokerage? 

Mr. Warren. Are there definite services which can be character- 
ized as forwarding services for which a forwarding fee should be paid, 
and are there definite services that come under the category of 
brokerage? 

Mr. Car.ys. _ Yes. 

Mr. Warren. If we assume then that no brokerage services were 
performed on a particular shipment, do you believe that an ocean 
carrier should pay brokerage? 

Mr. Cartys. Just outside of those I have said, the procedure which 
has been followed by the lines. 

Mr. WarREN. So you are stating, then, that, in your determination, 
and the determination of your member lines, by unanimous consent, 
the fact of nomination constitutes a brokerage service compensable 
by brokerage? 

Mr. Cartys. In brokerage, yes. 

Mr. Warren. Do any shippers with whom your member lines deal 
insist that they deal directly with you and insist that your member 
lines perform certain forwarding functions for them? 

Mr. Cartys. You said did any shippers insist they deal with me? 

Mr. Warren. With your member lines, and also insist that the 
member lines perform certain forwarding functions for them? 

Mr. Cartys. Yes, if there are any, I think they are few and fa: 
between where the member line is called on to do forwarding services. 

I think there are very rare instances where the member lines, only 
at those so-called outports, are asked that because of the dearth of 
freight forwarders. 

I mentioned two member lines that have registration numbers who 
perform these forwarding services at a cost. They charge for those 
services. They have no “desire to do so, prefering that it be handled 
by a forwarder, but only do so at the insistence of a shipper, for a 
shipper asking for it to be done. 

Those instances are rare. 

Mr. WarrREN. Mr. Carlys, in your statement you referred to the 
Carriage of Goods by Sea Act, and you stated that you believed that, 
under that act, it is the responsibility under law of the ocean carrier 
to execute the bill of lading. 

Mr. Cartys. Yes. 

Mr. Warren. If you believe this, are you inferring that, if another 
person performs such function for the ocean carrier, the ocean carrier 
should compensate such person? 
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Mr. Cartys. He is rendering a service to the ocean carrier which the 
ocean carrier does. 

Mr. Warren. Do you consider this to be compensable by broker- 
age? 

Mr. Cartys. We consider it this: In talking about brokerage, I 
have defined brokerage in my statement as booking cargo, or securing 
cargo, being nominated by the shipper, and so on. 

But I would say that what you are talking about now, the prepara- 
tion of this particular document, is one of the collateral services with 
the booking of cargo. It is a service which the lines should do, the 
issuing of the bill of lading and the preparation of the bill of lading. 

The line must issue the bill of lading. It is its duty to do so by law, 
to issue the bill of lading; at least one copy, I think, the law said, on 
demand. 

The shipper is supposed to furnish the data to put in the bill of 
lading, but, in most instances, the forwarder-brokers do that service 
which is a service for the line. 

Mr. Warren. Do you consider it a brokerage function, or not? 

Mr. Cartys. You mean something that they would have to do as a 
broker, no. 

Mr. Warren. Do you consider that when another executes and 
fills in a bill of lading in your bebalf that you should compensate such 
person in the form of brokerage? Or, do you believe, on the other 
hand, that you should compensate such person in the form of 
reasonable fee commensurate with the service rendered? 

Mr. Cartys. You used the term “execute.’”’” Do you mean the 
general preparation of the bill of lading, because I usually associate 
“execute” with the signing of it? 

The bill of lading is signed in the office, of course. I did not want 
to say that the line does the executing. 

Mr. Warren. Whatever is done by the other person in behalf of 
the carrier, should this be compensated in the form of brokerage? 

Mr. Cartys. Well, | think it is one of the services that is rendered, 
and this 1% percent is paid and we call it brokerage, but in most cases 
the brokers prepare the bill of lading. It is a service. 

Mr. Warren. So you say this is done by brokers? 

Mr. Cartys. Yes. 

Mr. Warren. Yet you stated earlier that the test of brokerage is 
determined by the nomination by the shipper. 

Mr. Cartys. That is right. 

Mr. Warren. And you have also related the substance of the 
brokersge function to the securing and obtaining of cargo. 

Mr. Cartys. That is right. 

Mr. Warren. But you now include this service. 

Mr. Cartys. I say as a collateral service which he does not have to 
perform. He is doing a service for a line when he does that. 

Mr. TxHompson. Would you or your member lines object to any 
change in relationship between carriers and brokers as they exist 
today? 

Mr. Cartys. No. From all the feeling of our member lines which 
I have talked to at quite some length on this subject, I do not see any 
desire for change. 

Mr. THompson. Would you object to any proposed change, or do 
you feel that you have reached the criterion? 
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Mr. Cartys. At this time I have nothing to offer where I would see 
where a change is necessary in relationships. 

Mr. Warren. Mr. Carlys, is it your opinion that your member lines 
today maintain minimum or adequate solicitation staffs? 

Mr. Cartys. Well, they maintain solicitation staffs, but I do not 
know just how I could describe “minimum,” or “adequate.” 

I guess each line knows its own requirements in this connection. 
| knew that all lines maintain solicitation staffs. 

Mr. Warren. Do you believe that if it were decided that it is 
desirable to eliminate brokerage from the export trade of the United 
States, there would be any effect upon carrier solicitation staffs? 

Mr. Cartys. Yes, I think it would be increased. 

Mr. Warren. Can you indicate any facts that would indicate to 
this committee reasons for the increase? 

Mr. Caruys. Well. I would say that generally, because in this 
highly competitive business, solicitation is going on. It is intensive 
solicitation the way I describe it. 

I set forth in my statement that the carriers solicited people at the 
nland points, and the ports are constantly soliciting the shippers, 
and the brokers and forwarders are going from door to door. It is a 
highly competitive business. 

[ have said that you have the brokers constantly going after business, 
urs aveling and going here and there trying to get business, which helps 

hem as well as the carriers. 

If you remove that element of solicitation, 1 would assume naturally 
that the carriers and all of them would have to supplement their 
organizational solicitation staffs. 

Mr. Warren. Do any of your lines engage the services of freight 
brokers and forwarders? 

Mr. Cartys. You mean to engage them? I mean they pay broker- 
age and they are always doing business with them. What do you 
mean by engage? 

Do you mean have them on a retainer basis? 

Mr. WarreEN. Does the shipper in the first instance indicate to 
you: “We have designated a freight forwarder or broker as our 
legitimate bona fide broker’? Is this the first indication that your 
member lines receive? 

Mr. Cartys. Well, I mean I would say they are different. There 
ure many types of shipments and many types of cargo, and many 
specialists in forwarding and brokerage, and you talk about the first 
indication. I could not be very specific. 

Some indications are given by telephone, some by letter, some b 
the shipper presenting the doc ‘uments, and some by a telephone an 
and an indication that ‘(My broker is so and so,” or he might come 
direct and book it with the shipper, or he might say “I will nominate 
this one.”’ 

Mr. THompson. Does any shipper ever ask you to nominate the 
broker for him? 

Mr. Cartys. Do you mean the member line? 

Mr. Tuompson. | mean you, as the representative of the member 
line, 

Mr. Cartys. Oh, no. 

Mr. Warren. Do any of your carriers ever directly nominate a 
freight broker? 

70668—56——29 
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Mr. Cartys. No: I never heard of the instance. 

Mr. Warren. Do any of your carriers ever directly nominate a 
charter broker? 

Mr. Cartys. If they were going to give a ship out, they might 
nominate a shipbroker, but not for cargo for a ship, 

Mr. WarreEN. Can you distinguish the service rendered by a charter 
broker versus a freight broker? 

Mr. Cartys. Well, in the methods of approach, in handling to 
start off with, as I set forth in the beginning, brokerage is different. 

Very often the charter broker who deals in bulk commodities, more 
or less full cargoes in parcel lots—and by this, I mean two or three 
thousand tons on a ship—will find out the position of a vessel. He 
will be representing a phosphate or sulfur interest and will work and 
find out positions, and he is probably working also with a brokerage 
house in London on a thing like that. 

He is in New York, and they work that thing out. 

In the long run of it, I do not see too much difference between the 
fundamental part of it. 

Mr. WarrEN. Does a charter broker negotiate rates? 

Mr. Cartys. Well, the line does, because it is an open proposition. 
He would have to do that, go from one line to the other. 

Mr. Warren. Would the parties necessarily have gotten together 
but for the intervention of the charter broker? 

Mr. Car ys. In nearly all cases they use brokers. 

Mr. THompson. That was not the question. 

Mr. Cartys. You said would they have gotten together without 
the broker? I doubt it because I say that in nearly all instances 
brokers are used. 

Mr. WarrEN. How about in the case of the freight broker? Would 
they have gotten together in most cases with the shippers if the freight 
broker were not in the picture? 

Mr. Cartys. I think that is reflected by the amount of brokerage 
paid. Ninety-seven to one hundred percent brokerage is paid on 
shipments, which indicates that the broker was involved in nearly 
all shipments. 

Mr. THompson. That does not answer the question, Mr. Carlys 
He wants simply your opinion, and I think you know what he wants. 

Mr. Cartys. Will you state it again. 

Mr. Tompson. He wants to know whether carrier and shippe! 
would have gotten together through your solicitors or some way, had 
it not been for the freight broker. It is a simple question. 

Mr. Cartys. I will try to answer that. I have told about the 
governmental shipments. They book direct. 

The shipper who does his own forwarding, that we talked about, 
books direct, but nominates a broker. 

Now, that would be the answer for it right there. 

I would say on the bulk of everything else, the broker is always 
going around soliciting. 

Now, just to what extent he had a part in dealing with the govern- 
mental agency, in getting this line, with this alphabetical rotation 
system, I do not know. 

Mr. Warren. Let us talk about the commercial industry. Let us 
talk about your normal shippers and exporters with whom you deal. 
Bear in mind that your members have freight solicitors out in the 
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field, and undoubtedly you pay them a very large and significant 
amount of money. Now, my question is directed simply at the 
peer of whether or not your member lines would have, in most 

vases, come together with their various shippers and exporters if the 
frei broker were not in the picture? 

Mr. Carrys. Well, I do not know about most instances. I think 
the freight broker in, I would say, the greater part of instances, is 
responsible for the business being booked with the line, despite the 
solicitation activities, because the solicitor of the line is soliciting 
everybody and has lots of competition. 

There are many lines. He is continually soliciting. Then the 
broker is going to give it to one of those lines for the shipper. 

Mr. Warren. Do any of your solicitors ever engage cargo from 
any shipper with whom you deal? 

Mr. Cartys. I imagine they do. 

Mr. WarrEN. Does that happen often? 

Mr. Cartys. Well, a solicitor is always going along from one office 
to another, but the broker is involved because the shipper names the 
broker, and I spoke about the nomination. 

Mr. Tuompson. Then the shipper contacts you in most cases before 
he contacts the broker? 

Mr. Cartys. I would not say in most cases. 

Mr. THompson. You say he names his broker to the lines. 

Mr. Cartys. He names the broker to the steamship line. 

Mr. Tuompson. I thought that in booking the shipment, the ship- 
per would name the broker, and the broker would book the shipment 
with you in behalf of his principal. 

Mr. Cartys. Yes; the broker books, but the broker is solicited by 
the steamship line. That broker might have five solicitors from vari- 
ous steamship lines calling on him. 

Mr. Warren. Do brokers solicit all of your shippers? 

Mr. Cartys. I would say yes 

Mr. Tuompson. I believe we had testimony this morning suggest- 
ing that possibly the steamship lines could dispense with their solicitor- 
agents. From what you say, most of your bookings come through 
brokers, and there might be something to what was said earlier. It 
might be a good idea to dispense with your solicitation staffs, in con- 
nection with subsidized lines where the Government is paying part of 
this terrific bill for soliciting. You say that the brokers get most of 
the business for your. 

Mr. Cartys. I know of no greater degree of competition than there 
.S in this business. I have seen it where offices are right next to one 
‘another at some inland points. 

Mr. Tuompson. But, in your own words, you discounted their im- 
portance by saying that the brokers did the bulk of it. 

Mr. Caruys. But the broker is being solicited by the steamship 
lines. 

Mr. TuHompson. I will bet that in your conferences brokerage is 
much, much less than are your payments to agents and solicitors. 

Mr. Cartys. I think most of the solicitors are on a salary basis. 
I have not gone into that. 

Mr. THompson. If you could secure cargoes for 1% percent and 
eliminate your solicitors, from what you have said, I would certainly 
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look into it. I think that maybe the Government should look into 
it. They are pay ing for a lot of it. Are there any further questions? 

Judge Chase? 

Mr. Crass. A very small percentage of shipments take place inde- 
pendent of a broker? Am I right? 

Mr. Caruys. That is right. 

Mr. Cuasr. The broker enters into slmost every shipment? 

Mr. Caruys. Yes. 

Mr. Cuase. And, notwithstanding that, in these few isolated cases 
where a broker has not participated and the shipper has dealt directly 
with the carrier, the carrier has financially benefited; has it not? 

Mr. Cartys. He has not paid any brokerage. 

Mr. Cuasr. He has saved 1% percent of the freight bill? 

Mr. Cartys. Yes. 

Mr. Cuase. By reason of that, is the carrier at all interested 
saving that 14 percent, hoping that possibly a direct contact may b: 
made without the need of the middleman, the broker? 

Mr. Cartys. Well, I think instances like that are so few that the 
percentage is so low as to be almost infinitesimal. 

Mr. Warren. Instances where a broker is not used are few? 

Mr. Cartys. Where the shipper does not nominate a broker, and 
does his own forwarding, a carrier does not save money by not hav- 
ing to pay that broker? 

Mr. Cuasz. With regard to forwarders, as I understand, all they 
are required to do is to register; is that right? 

Mr. Cartys. That is what I have been hearing today, sir; yes, sir. 

Mr. Cass. From your experience, do you think that they should 
be permitted to render free forwarding services? 

Mr. Caruys. Well, I hardly think so. Maybe in Government 
agencies there is some merit to their rendering free forwarding. 
Maybe there is or is not. 

I would not want to say too much on the merits of that. I think 
that in nearly all cases they charge for the services except in those 
governmental things, and I would be in favor of them charging for 
their services. 

I think that they do in nearly all cases. 

Mr. Cuass. Of course, we know that the carrier cannot give back 
something to the shipper. That is a rebate. 

M Mr. Cartrys. That is right. 

# Mr. Cuase. Do you not think that a forwarder, dealing with the 
public and being required to register, when he renders free service that 
generosity on his part might be construed as sort of a legalized form of 
rebating? 

Mr. Cartys. It could be; yes. 

Mr. Cuase. Do you think that the public interest would be served 
by forbidding rebating practices on the part of forwarders? 

Mr. Caruys. Yes. I think that it is recognized that rebating 
would be a malpractice. 

Mr. Cuasg. Do you think that free service rendered would be 
rebating, if a forwarder does the work for a shipper for nothing? 

Mr. Cartys. Unless he does it for love or something, I do not know 
why he would be doing that. I know that if I did it, I would charge 
for it, sir. 
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Mr. Cuasg. Of course, we know that he can afford to rebate to the 
shipper because we know he collects it from the other end? 

Mr. Cartys. He gets 1% percent if the shipper nominates him as 
a broker, but I know ‘of no cases where the forwarder does it free for the 
commercial shipper and then gets nominated as a broker. 

Mr. WarRREN. Mr. Carlys, let us consider the theory of rebating. 

Now, we know that where a broker is in the picture, he is usually 
entitled to payment; is that correct? 

Mr. Cartys. Yes. You mean for brokerage? 

Mr. WarreEN. Yes, and there is no rebate there. Now, assume 
that a shipper who does not nominate a broker is in the picture. The 
shipper performs the brokerage and forwarding services. What is 
wrong with an ocean carrier paying brokerage to the shipper? Hasn’t 
ie rendered the same service as the broker? 

Mr. Cartys. No, I would not say so because in his normal course of 
business he did it because he had to book it; but the broker went out 

nd got it for the line because that is his way of making a living. 

Mr. Warren. Hasn’t the same service been rendered, but by two 
lifferent parties? 

Mr. Cartys. But not in the same manner. 

Mr. WarrEN. So you do not believe that an ocean carrier should 
pay brokerage to a shippe r for booking his own cargo, and, of course 
the law would not allow it? 

Mr. Cartys. That is right. 

Mr. THompson. That will conclude what this subcommittee has for 
you, Mr. Carlys. Again, we appreciate your coming. 

Mr. Cartys. Thank you, Mr. Chairman. 

Mr. Tuompson. I would like to say that this subcommittee appre- 
ciates the patience and interest displayed by all witnesses and others 
who have come to these hearings. 

If we have seemed somewhat impatient or insistent, I hope that you 
will realize that we are trying to do a job. 

Now that I have the subcommittee members in New Orleans, I am 
going to adjourn these hearings and give them a bit of daylight 
around the city before they depart. 

It has been good being here, and thank you, gentlemen, very much. 

(Thereupon, at 4:45 p. m., the subcommittee was recessed, to 
reconvene subject to the call of the Chair.) 
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WEDNESDAY, JANUARY 25, 1956 


House or REPRESENTATIVES, 
SPECIAL SUBCOMMITTEE ON 
FrreiGHT FORWARDERS AND BROKERS OF THE 
COMMITTEE ON MERCHANT MARINE AND FISHERIES, 
New York, N. Y. 

The subcommittee met at 10 a. m., pursuant to recess, at the Army 
Reserve Headquarters, 30 West 44th Street, New York, Hon. John 
C. Kluezynski (acting chairman of the subcommittee) presiding. 

Present: Representatives Kluczynski, Davidson, and Chase. 

Present also: Charles F. Warren, chief counsel to the subcommittee. 

Mr. Kuuczynsxi. The subcommittee will come to order. 

Good morning. We are delighted to be in the great port of New 
York, and we welcome your attendance here today. These hearings 
are a continuation of a series of hearings held in other major ports 
throughout the country on the subject of ocean freight forwarding 
and brokerage activities. This body is dedicated to the finding of 
facts for the purpose of enabling the Congress to enact better laws. 
We have no ax to grind but we shall insist upon facts. As a special 
subcommittee of the House Committee on Merchant Marine and 
Fisheries under the able chairmanship of Herbert C. Bonner, we are 
particularly interested in the problems of the American merchant 
marine. We therefore approach these hearings with that in mind. 

1 am sorry to inform you that the chairman of this special subcom- 
mittee, Mr. Thompson, of Louisiana, who so ably conducted hearings 
held in Washington, New Orleans, and San Francisco, is unable to 
be here today due to illness. However, we expect him tomorrow or 
Friday. Members of the subcommittee, in addition to myself, 
acting chairman, John C. Kluczvnski of the State of Illinois, are on 
my left Jackson B. Chase of Nebraska, and on my right Irwin D. 
Davidson from your own native New York. Both were eminent 
judges prior to their tenure in Congress and we feel that this subcom- 
mittee is qualified to report our findings to Congress. 

We also have with us our counsel from Washington, Mr. Charles 
i. Warren. 

Our first witness this morning is Mr. A. J. Pasch, chairman of the 
Associated Latin-American Freight Conferences. 

Mr. Pasch, will you take the witness stand, please, and identify 
yourself to the stenographer. Do you have a prepared statement? 
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STATEMENT OF A. J. PASCH, CHAIRMAN, ASSOCIATED LATIN- 
AMERICAN FREIGHT CONFERENCES 


Mr. Pascu. I have a prepared statement, Mr. Chairman. 

Mr. Kiuczynskt. We shall be delighted to hear it, after which 
questions will be asked. 

Mr. Pascu. My name is A. J. Pasch. I am, and have been for 
the past 18 years, employed as chairman of a group of voluntary 
ratemaking associations, all of which have been accorded the ap- 
proval provided for in section 15 of the Shipping Act of 1916 and 
which, for administrative purposes, are collectively known as the 
Associated Latin-American Freight Conferences. I am required to 
act as executive officer in the administration of conference affairs. 

Prior to my present employment J had spent 12 years with the 
Munson Steamship Line, the last 4 of which as director of traffic, 
and this period followed 7 years of service with the Traffic Department 
of the United States Shipping Board, the final 3 of which as head of 
the South America and West Indies Trades Division. 

Our views have been requested concerning items numbered 2 to 
6, inclusive, on the enclosure which accompanied the invitation to 
testify. Our comments will follow the order in which these items 
appear on the enclosure. It is necessary that I explain that of our 
24 member carriers the following views are expressed on behalf of 11. 
I am not authorized to speak for the others except that the Lykes 
Bros. Steamship Co., Inc., requested me to notify you that they wish 
to be recorded as subscribing to the same views expressed by Mr. 
H. A. Carlys in his prepared statement on behalf of the Gulf Associated 
Freight Conferences, and the Royal Netherlands Steamship Co. also 
generally are in agreement with these same comments. 

Mr. Warren. Mr. Pasch, have the members of your conference 
who are not participating in your statement this morning indicated 
the extent of their nonparticipation? 

Mr. Pascu. No. 

Mr. WarrEN. Did you request such information? 

Mr. Pascu. We held a series of meetings at which all of our member 
carriers were made completely aware of the purpose of your com- 
mittee. They were furnished with all the correspondence which has 
been exchanged with regard to it. They were completely advised of 
the extent to which I was capable of advising them as to what was 
involved. 

Mr. Warren. Can you advance any reason why those members 
are not participating this morning, one way or the other? 

Mr. Pascn. [am sorry. I am not authorized to make any remarks 
on their behalf. 

Mr. WarrEN. Mr. Pasch, we shall require you to submit upon the 
conclusion of your testimony the names of each member who is not 
so participating. You may proceed. 

Mr. Pascu. Mr. Warren, I would like to make it plain that to the 
extent that I am authorized to speak you may expect the full coopera- 
tion which we find it possible to extend. 

Mr. Warren. I understand your position, Mr. Pasch. 

Mr. Pascu. However, I should like it understood that if the names 
of those people are disclosed they will then occupy a very unenviable 
competitive position. 
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Mr. Warren. I think the committee has used essentially good 
discretion in the past. 

Mr. Pascu. I am perfectly satisfied of that. If I can be assured 
that the names of these carriers will be held confidential by the com- 
mittee, I shall be very glad to supply them so long as that is being 
required. 

Mr. Kuivuczynsx1. Without objection it is so ordered. 

Mr. Pascu. The next comments are with respect to the item 
appearing on the enclosure with the invitation, identified as 2 (a). 

2. (a) The function of a broker is to biing the parties to a transac- 
tion together so that there is eventually agreement between such 
parties respecting the essentials of the matter under negotiation. 
Transportationwise, these essentials are basically the rate or rates 
and pertinent conditions, Government agencies which are responsible 
for the shipment of merchandise invariably negotiate directly with 
the carriers for the engagement of required vessel space as well as the 
rate to be perid and other applicable transportation conditions. 
Some Government agencies have appointed forwarders to whom the 
vessel is subsequently referred when information is required concerning 
the whereabouts of the cargo, its date of delivery to shipside, and 
so forth. This data is the obligation of the Government agency 
involved to provide. We can only assume that the purpose of appoint- 
ing a forwarder is to relieve the Government agency of the necessity 
of caring for these details and perhaps the expense of maintaining 
its own port personnel. The benefit of any such representation 
accrues almost entirely to the Government agency, not the vessel. 
Despite this, we understand that the employer pays nothing to the 
forwarder. Certainly no activity of a brokerage nature is required or 
in fact performed. 

(6) We understand that the United States Government does not 
expect its servants to render service gratis. Indeed, we are informed 
that it is the policy of the United States Government to insist that 
all acts of required service be compensated for. If Government sees 
fit to appoint a broker or a forwarder it can only be considered that 
the agency responsible for the appointment is in need of assistance 
and should be willing to pay for it. The measure of reasonable 
compensation for service performed is, we think, a matter to be 
determined entirely between the party making the appointment and 
the forwarder or broker, who agrees to do the work. No such ap- 
pointment is made or required by the carrier. 

(c) We are not aware of the nature or extent of service performed 
and therefore do not feel qualified to comment on this point. 

(d) If we are correct in the assumption that all military shipments 
are of a strictly proprietary nature and that arrangements for these 
materials are made directly between the several branches of the 
military on the one hand, and the carriers on the other, it is difficult 
to understand by what right brokers or forwarders may demand 
participation. 

3. Except in rare instances, the functions of a true broker are not 
exercised on behalf of a common carrier. Brokers are, of course, 
identified with the foreign commerce of the United States but their 
services are almost exclusively confined to what is commonly known 
as tramp operation; in other words, the carriage of a full cargo of a 
single commodity. In such cases the broker is directly employed by 
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the vessel; he is the appointed agent of the vessel and his role is quite 
different from that of a forwarder. I know of no true broker who 
would normally undertake to act the part of a forwarder. 

The forwarder is exclusively the appointed agent of the shipper, 
never of the vessel. If that were not so, the forwarder would have no 
clientele. This is readily explained by the simple fact that the for- 
warder holds himself out to the exporting public to perform for the 
shipper those necessary requisites and obligations which the shipper 
must perform or cause to be performed for himself. All of the activ- 
ities for which a forwarder undertakes to be responsible are exactly 
those which are discharged by the traflic departments maintained by 
exporters who do not employ forwarders. ‘These include the reserva- 
tion of the necessary vessel space, commonly referred to as booking 
the cargo, arranging to get the merchandise from its place of produc- 
tion to shipside by rail, truck, and/or lighter, preparation of the 
required documents and their placement with the carrier customs and 
consulate, arrangement for insurance, the payment of all charges 
incurred, the recovery of documents and their eventual disposition 
as directed by the client. Certainly no one will contend that these 
things are the functions of a common carrier. 

That some benefit accrues to the carrier from the activities of the 
forwarder is so obvious as to make a denial preposterous. However, 
the benefit so derived is no different than that which results from 
receipt of the cargo from the shipper himself. When it is remembered 
that the shipper ‘has obligated himself, by entering into a term con- 
tracting relationship with the carrier—without any intervention by 
the forwarder—to forward his shipments via the conference carriers, 
it is clear that the forwarder can perform no service of a kind which 

reates upon the carrier an obligation to pay him. 

4. (a) This has already been commented upon but since the point 
is, in our opinion, direly in need of clarification, some repetition is 
justified. Briefly, a broker is the appointed agent of the vessel. His 
performance on behalf of the vessel warrants the payment of com- 
pensation by the vessel for service required and performed. What 
the broker does for the vessel also benefits the shipper but I know of 
no instance when a broker has imposed a charge or has collected 
compensation from a shipper. 

A forwarder is employed solely by the shipper. His activities are 
those which the shipper must perform for himself and does in fact 
perform for his own account when a forwarder is not employed. He 
is never the appointed agent of the carrier. 

(6) The forwarder is undoubtedly important to the small shipper 
whose export volume does not warrant maintenance of skilled traffic 
personnel. The value of a forwarder to a shipper whose volume is 
sufficiently great to justify the expense of its own traffic department 
can only be assumed to be a matter of individual company policy. 
Some firms enjoying an extensive worldwide volume of export sales 
do have well-rounded traffic organizations which attend to all or a 
substantial part of their own forwarding but nevertheless employ 
forwarders. Others of similar stature farm out their forwarding 
requirements to forwarders and trim their own personnel accordingly. 
Still others, completely discharge their obligations and do not employ 
forwarders at all. 

The most that can be said of the forwarder respecting his relation- 
ship to the carrier is that he is not important but is something of a 
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convenience. In any event, the contribution which the forwarder 
can be responsible for in the development of the foreign commerce of 
the United States is limited. 

(c) We do not feel qualified to comment intelligently on this phase. 

(d) Brokerage is the fee paid by the vessel for the performance by 
the broker, directly on behalf of the vessel, of activities which have 
already been described. Brokers do not usually undertake to func- 
tion as a forwarder nor is there any activity of the kind performed by 
a broker which is required of a forwarder. Hence, the term “broker- 
age” as customarily but erroneously used in connection with for- 
warders is a misnomer 

(e) In the light of « our remarks under the immediately preceding 
paragraph (d), we believe that the distinction between a broker and 
a forwarder and the responsibility if any, of the carrier with respect 
to each should be sharply drawn. 

(f) Fundamentally, we believe that forwarding, in the commonly 
accepted sense, is the obligation of the shipper. Pursuant to recogni- 
tion of this obligation, the shipper has traditionally attended to these 
details or he has employed a forwarder to do it for him. 

However, there are occasions, comparatively rare as they may be, 
when a carrier may reasonably be required to act as a forwarder. 
We accordingly do not favor regulation so rigid in effect as to preclude 
performance by carriers in such instances. However, since for- 
warding would be an activity entirely independent of the carriers’ 
prime function, a reasonable charge to the shipper should be made. 

(g) We believe this question has been adequately covered in our 
earlier remarks, 

(h) Except for the small exporter whose consignments are spasmodic 
or whose volume does not warrant direct contact, all shippers are 
solicited by the carriers whether or not forwarders are identified with 
them. The shipper, not the forwarder, is the client of the vessel. 
Many of the forwarders are also solicited but in doing so the carrier 
is seeking the business of the shipper; or is following through the for- 
warder, a parcel of cargo already booked by the shipper himself. 
He is, of course, also endeavoring to sécure as much as he can get of 
the small shipments, routing control of which, restricted to the con- 
ference carriers, is left to the discretion of the forwarder. 

(i) Since it may be assumed that for beneficial reasons the shipper 
has contracted to confine his shipments to the conference lines, the 
forwarder as his agent, is similarly bound. More frequently than not, 
the forwarder is directed to place the business with the carrier with 
which the shipper has already negotiated a booking. In other cases, 
the competent forwarder will consider himself obliged to choose the 
conference vessel best situated to move the cargo in accordance with 
the desired dates of delivery at destination. (The forwarder is also 
expected to act in such wise as to avoid incurring unnecessary ex- 
pense, such as railroad car demurrage, excess trucking costs, etc.) 
The essence of transportation is dispatch. The skilled forwarder 
knows this and in the interest of his shipper principal he acts accord- 
ingly. 

We have here lumped together subparagraphs (a), (b), and (c) 
because they run pretty much to one common point: 

5. (a) (b) (ce) To say that we are without information of the points 

raised in poi subparagraphs would be naive in the extreme. How- 
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ever, since practices of this nature are known by all concerned to be 
improper or are least questionable, they are, when resorted to, sur- 
repitiously contrived. We therefore, of our own direct knowledge, 
and except for a very few specific cases, cannot testify that they have 
been indulged in by known parties. 

It is our considered opinion that the general status of brokers 
and forwarders is acutely in need of clarification. I would not presume 
to speak for the forwarders. However, in simple justice to the com- 
petent and responsible forwarder, 1 cannot refrain from saying that 
I believe he is no less desirous of seeing eliminated whatever ills do 
exist. 

For our part we repeat, the forwarder performs no service of a kind 
which creates upon the carrier an obligation to pay him, but there is, 
in our view, a consideration which through friendly negotiation, can 
be arrived at which we are willing to look upon as one which would 
adequately justify some payment. 

The deep interest which your committee has evidenced in this 
important matter is highly appreciated by those of my associates on 
whose behalf I have been authorized to appear here. We are en- 
couraged to feel confident that when you have been able to evaluate 
the mass of material which you have so painstakingly gathered, 
sufficient clarity will exist to permit the necessary to be formulated. 
If, in that connection, the conference office can be of any aid, you are 
most cordially urged to request it. 

Mr. Kuiuczynskr. Mr. Pasch, are you satisfied with the present law 
as it is written or would vou suggest any changes in the law that would 
help the situation? 

Mr. Pascu. We feel that there is no presently existing adequate 
regulation to properly define the position of a broker on the one hand, 
and a forwarder on the other. Our statement I think is clear in that 
respect. 

Mr. Kuvuezynsxi. Mr. Chase, have you any questions? 

Mr. Cuass. On page 4 of your statement, Mr. Pasch, under 4 (a), 
you said briefly, ‘‘a broker is the appointed agent of the vessel.”” Do 
you mean that a carrier appoints a broker? 

Mr. Pascu. I would like to make it clear that we are talking there of 
a true broker as distinguished from a forwarder. The answer to your 
question is yes. For example, let us assume that one of our carriers is 
operating a vessel on the berth southbound. He has no northbound 
cargo. He desires a cargo of sugar, let us say, from Cuba back to the 
United States. He knows that the sugar business is largely in the 
hands of brokers. He therefore approaches a broker of his own choice, 
makes known to that broker the approximate readiness of the vessel at 
the anticipated sugar loading point, the general characteristics of the 
vessel itself, the capacity, et cetera, and directly commissions that 
broker to find him a cargo of sugar. In that case the broker is the 
directly appointed agent of the vessel. 

Mr. Cuasz. But there are some cases, [ assume, where the broker 
becomes the true broker of the carrier without having been appointed 
by the carrier in advance. 

Mr. Pascu. In practice, no. There are cases where, for example, 
a shipper of sugar will place that cargo of sugar in the hands of a broker 
to seek a vaniill When the broker seeks the vessel there is a commis- 
sion given to the broker by that vessel to negotiate on its behalf for 
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that cargo of sugar. In other words, the broker is never paid a com- 
mission excepting in instances where he is directly employed by the 
ship. 

Mr. Cuase. And you think that the rules and regulations could well 
be amended or changed so as to define more clearly the status of a 
broker as distinguished from that of a forwarder. 

Mr. Pascn. Yes, sit; we think that is very important. 

Mr. Cnase. And I gathered from your remarks that the two terms, 
“broker” and “forwarder,” are more or less improperly used inter- 
changeably. 

Mr. Pascn. That is correct. 

Mr. Cuast. Thank you. 

Mr. Kuuezynsxti. Mr. Davidson. 

Mr. Davipson. Thank you, Mr. Chairman. 

Mr. Pasch, how many carrier members do you have in the Associated 
Latin-American Freight Conferences? 

Mr. Pascu. Twenty-four. 

Mr. Davipson. You are speaking for some, and for others you are 
not privileged to speak, and you will in confidence give us a list of 
those for whom you are not privileged to speak; is that correct? 

Mr. Pascu. That is correct. 

Mr. Davipson. Can you give us any approximation of how much all 
of the carrier members of the Latin-American Freight Conferences 
pay yearly to individuals or concerns as brokerage? 

Mr. Pascu. Our tariffs refer to the payment of those sums loosely 

rmed brokerage. We define it as a freight commission. Your 
ommittee has requested us to determine the amount which has been 
paid by all of our carriers during the calendar year 1954. That 
information is being received from the lines as fast as they can get it 
ready and when it is ready : will be compiled and submitted to your 
committee. Unfortunately, it is not yet ready. 

Mr. Davipson. Do you he feel that possibly this question which 
ou claim needs clarification, namely, the payment of brokerage for 
pure brokerage services as distinguished from services rendered to the 
shipper, do you not feel that you and members of your conference are 
further compounding the confusion by referring to this ‘payment as 
‘freight commission ’ which is a sort of a nebulous term? You want 

have a very clear delineation as to what constitutes the pure 
brokerage fee and what constitutes a forwarders fee to be paid for by 
the shipper. Do vou not feel that vour term is a little oan there 
when you sav that vour members denominate it as “freight com- 
mission’’? 

Mr. Pascr. On the contrary, we think that we have made the move. 

Mr. Davipson. You think that clears it up? 

Mr. Pasco. No, I do not. I think we have made the first move to 
ring about the proper distinction between a true broker on the one 
hand and a freight forwarder on the other. Of itself, that is not 
anything like enough of a distinction. 

Mr. Davinson. I do not quite follow you. You say that you have 
made the first step toward a clarification of the functions. Now, per- 
haps you have attempted to do that in your statement with regard 
to the definition of the various functions of brokers and freight for- 

warders but have you done so in practice by the use of that term 

‘freight commission’’? 
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Mr. Pascn. We have. We make a distinction between a broker 
on the one hand and a forwarder on the other. We say in our state- 
ment that except in very rare cases brokers do not perform any 
service for common carriers. 

Mr. Davipson. I understand. 

Mr. Pascn. Therefore we do not provide for the payment of 
brokerage. We do provide for the payment of a freight commission 
to forwarders. 

Mr. Davipson. I see. So you feel that, since in your opinion or 
in the opinion of your members, or certain of them, these people do 
not render any service to the carriers they are therefore not entitled 
to any brokerage and therefore you denominate those sums which 
you pay them in connection with various shipments “freight com- 
mission.” Is that right? 

Mr. Pascu. I would prefer to put it in my own language, Mr. 
Davidson. That is this: Assuming you are speaking now of the 
freight forwarder, our position is that he does not perform on behalf 
of a common carrier the type of service which creates an obligation 
upon us to pay him and, if you please, I would like the word “‘obliga- 
tion’ to be underscored. 

Mr. Davipson. You pay him only for competitive reasons, then? 

Mr. Pascn. Practically, that is so. 

Mr. Davipson. But you do not want to denominate that “broker- 
age’ because you do not think that he is performing a brokerage 
service? 

Mr. Pascu. That also is true. 

Mr. Davipson. So that the payment that you give, you denominate 
“freight commission’? That is the term you use and you say that 
that practically, according to your statement, in all instances is com- 
petitive economic necessity? 

Mr. Pascu. Competitive necessity. 

Mr. Davinson. That is all, thank you. 

Mr. Kiuczynskt. Counsel? 

Mr. Warren. Mr. Pasch, information is available to this subcom- 
mittee which indicates that certain carriers might be taking different 
viewpoints on this subject, depending on where this committee might 
be convened. Because of this indication we require that you poll 
your membership and ascertain whether any of the members for whom 
you are speaking this morning have taken contrary views before this 
body at earlier proceedings. 

Mr. Pascu. I am quite satisfied at this juncture that none of the 
lines on whose behalf this statement is submitted has ever taken a 
contrary view before this committee. However, if you want that con- 
firmed and you would like a poll taken, I will be clad to do so. 

Mr. Warren. We would like it, Mr. Pasch. 

Your position is that the forwarder is the exclusive agent of the 
shipper and that there is no such thing in the liner trades as a freight 
broker except in rare instances. What are those rare instances? 

Mr. Pascnu. Well, this might occur. In fact, this does occur. 
There are certain items which appear in our tariffs against which we 
may have an open rate. The reason for that is that those items 
frequently move by tramp vessels. I mean such items as coal, rock, 
et cetera. Whenever our carriers are interested in obtaining a parcel 
of that type of cargo more often than not they find it necessary to 
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compete with tramp vessels. In seeking that type of cargo they 
customarily go to the broker who is identified with that type of mer- 
chandise in its usual method of transportation, namely, tramp ships. 
In doing so, they are in a position where they are obliged to negotiate 
with that broker with regard to the rate of freight and all pertinent 
transportation conditions. 

In other words, our tariff so far as rate and transportation con- 
ditions are concerned, is set aside by the notice in our tariff that the 
rate on that commodity is open. 

Now, it might be that the party that he approaches is a forwarder, 
generally speaking, but the moment that that forwarder has in his 
hands a parcel of cargo which he is free to place anywhere he wants to 
without regard to the terms of a prior contract or for any other reason 
and he is in position to negotiate between the carrier and the shipper 
even though the shipper is his client with respect to the rate of freight 
and other. conditions, the carrier is obliged to make himself sub- 
servient to the broker in that respect. The broker then does conduct 
negotiations of a brokerage nature. 

Mr. Warren. You have also referred to the charter broker who 
operates on the tramp market. 

Mr. Pascn. I include him; yes. 

Mr. Warren. And you differentiate between that broker and the 
so-called freight broker who acts also as freight forwarder? 

Mr. Pasco. No. When a broker gets a cargo of sugar in accordance 
with the example that I discussed with Mr. Chase, he is a cargo broker 

Mr. Warren. Mr. Pasch, we have heard of passenger agents who 
receive commissions from steamship lines. I would like for you to 
explain the functions of a passenger agent. How does he differ from 
the freight forwarder? 

Mr. Pascu. There is a very prime difference, Mr. Warren. We 
happen to have in our office in addition to this collection of freight 
conferences, a passenger conference, so that I have some intimate 
knowledge as to the manner in which those people come into existence 
as representatives of the vessels. Our conference appoints approx- 
imately 1,500 passenger agents throughout the United States and 
Canada. Application from each of them is required to be screened 
with regard to their general ability, their financial status, et cetera, 
and when we are satisfied that there is room to appoint them we do 
so directly. 

Upon his appointment he is required to sign an undertaking, which 
sets forth the conditions under which he undertakes to act as the 
directly appointed agent of the vessel to develop and secure the pas- 
senger traffic. 

Mr. Warren. Do you ever appoint freight forwarders? 

Mr. Pascu. Never. 

Mr. WarreEN. But vou do appoint the passenger agent. Is that a 
usual arrangement with respect to passenger agents? 

Mr. Pascu. Yes; it is. 

Mr. Davinson. Mr. Warren, if I may inquire for myself, I did not 
quite feel as though your question was answered because the question 
poses a problem in my mind. You did tell me that you screened these 
1,500 appointed passenger agents with regard to their ability, their 
financial status, and you make them sign an unde srtaking giving certain 
conditions. That is probably undoubtedly true but in the payment 
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of commissions to these passenger representatives or agents whom you 
do appoint, in what respect does their function differ from that of the 
individual or concern that vou designate as a broker? 

Mr. Pascu. It is their prime function to develop passenger traffic 
by activities in the community in which they are located. For exam- 
ple, they are expected to advertise. They are expected to get out and 
mix and move around among the people who represent potential travel 
for us. They are actually development agents as well as sales agents. 

Mr. Davipson. Do you not think that once in a while a freight 
forwarder might do that, too, advertise, solicit shippers, mix with 
people who are engaged in export trade and stimulate business for the 
carriers? 

Mr. Pascu. I know very well he does but he does it for himself, not 
for the vessel. 

Mr. Davinson. For whom do vou think that the passenger agent 
does it? 

Mr. Pascu. The passenger agent does it for the vessel at our direc- 
tion and our instance. 

Mr. Davipson. He does it for his own benefit, does he not? 

Mr. Pascu. It would accrue to his own benefit. 

ir. Davipson. So there is no essential difference insofar as the 
interest or the motivation is concerned between the man who is solicit- 
ing passengers for your ships than there would be for those who are 
solic iting cargo for your ships? 

Mr. Pascu. Yes; there is a considerable difference. For example, 
passengers or potential passengers are located in every community 
in the United States regardless of how small. Our agents, 1,500 of 
them, are located all over the country in those areas. It is their job 
to go out and develop traffic for us and we prefer to choose those 
agents and pay them a commission to do that rather than to establish 
our own offices in those areas. 

There is a wider field of activity in that respect than could 
expected, of the freight forwarder, assuming that the freight forwarder 
W - re our agent. 

Mr. Davipson. Well, of course there are shippers all over the 
United States. Some freight forwarders I imagine solicit shippers all 
over the United States in every little town and hamlet and of course 
when you say that you are interested in the ability of the representative 
for passenger traflic and his financial status and so on, you say that 
vou make him sign an understanding with regard to certain conditions. 

Do you think it would help your situation any if there was some 
exploration on our part of the ability, financial, technical and other- 
wise, of freight forwarders and if we e xplored also the conditions which 
you feel would be justifiable for them to undertake insofar as their 
services in freight forwarding are concerned. 

Mr. Pascu. We are convinced that there is such a field open and 
we have said in our prepared statement that I think would bear 
repetition at this point—there is in our view, a consideration which 
through friendly negotiation—with the forwarder—can be arrived at 
which we are willing to look upon as one which would adequately 
justify some payment. That is a general statement and I will enlarge 
upon it now to say that what we have in mind is exactly what you have 
been discussing. We think or we hope that that can be arrived at by 
a friendly relation between the forwarding industry and the common 
carriers. 
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Mr. Davipson. Of course as carriers any time yon are importuned 
by any freight forwarder whose ability, technical or otherwise, or 
whose experience or financial status you have any que can about, you 
do not have to take the cargo, is that true? 

Mr. Pascu. Well, in that respect we have adopted this policy so 
far as passenger agents are concerned. It would be a mistake we think 
to unduly load any particular area with so many passenger agents as 
to make it impossible for any of them to earn a decent living. If we 
just indiscriminately appoint every passenger agent that comes along 
then the amount of business which each of them can get is so thin as 
to make it undesirable for any of them to remain in business or if the V 
do they probably would resort to some undesirable practices to aug- 
ment their revenue. For that reason, we look at each area, for 
example, the metropolitan area here embracing New York City, and 
certain outlying towns. We estimated for our own purposes based on 
experience, the probably potential travel in that area. We have 
arrived at a conclusion as to the number of travel agents which that 
area can reasonably support. We appoiut that many. When that 
many has been appointed we will refuse to appoint any more until 
an opening occurs. A number of other travel agents may come 
along and go in business and ask for similar appointment. 

We are obliged to tell them that we have all the agencies which in 
our opinion the area will support for the time being. We will put them 
on a deferred list and as soon as an opening occurs, assuming they 
have the proper qualifications, we will appoint them. To say that 
that same kind of premise might be considered with respect to the 
forwarding industry in the future is one which personally certainly I 
would not object to. I would like to see it pursued. 

Mr. Davinson. Is not your objection to the payment of brokerage 
fees much more fundamental than merely the economic situation with 
regard to freight forwarders? 

Mr. Pascu. Our whole approach to it is simply this: That while we 
realize, as we say in our prepared statement, that out of what the 
forwarder does some benefit accrues to us, we cannot look upon that 
benefit as one creating an obligation upon us to pay. 

Mr. Warren. Is there an obligation upon you to pay? Docket 
657 says that any individual carrier in its discretion may refuse to 
pay. What do you think of that? 

Mr. Pascu. If I told you what I think of that it would not sound 
kindly to the author of that statement. 

Mr. Warren. We want to know. 

Mr. Pascu. You must consider what was said prior to that. The 
entire situation is summed up this way: The author of that statement 
said first, ““You conference people cannot collectively refuse to pay 
but individually you may pay or not at your own managerial 
discretion.” 

Those two statements we have never been able to reconcile in our 
own minds. They just don’t make sense. 

Mr. WarREN. Have any of your carriers refused to pay since docket 
DIE! 

Mr. Pascu. There was a period subsequent to the action of the 
United States Maritime Commission in eliminating that prohibition 
from our agreements when each of the carriers participating in the 
trade where brokerage theretofore had never been paid, did not pay, 
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That period was of several months’ duration, during which the for- 
warding industry or representatives of the forwarding industry at a 
conference were in negotiation which eventually led to an agreement 
to pay. 

Mr. Warren. In your opinion, if an individual carrier under the 
present system refused to pay brokerage to a forwarder, do you 
believe that he would be seriously affected? 

Mr. Pascu. He could be. 

Mr. Warren. It is possible. It is a fear; it is not a definite fear 
but it is there under the system. Is that what you are saying? 

Mr. Pascu. Substantially that, Mr. Warren. The fear very 
definitely exists in the mind of every carrier. It becomes a matter of 
judgment as to how much substance there actually is to that fear. 
The fear is not groundless, let me say that. 

Mr. Warren. Would you recommend to this committee that it 
consider the possibility of urging the Federal Maritime Board to 
allow conferences to contain in their agreements concerted prohibi- 
tions? Do you think that that would help the situation? 

Mr. Pascu. From the standpoint of proper legal freedom we 
would very definitely favor such an approach. Whether we would 
make use of that freedom to say that thereafter we would not pay 
brokerage or not pay a forwarding fee is not a statement that I am 
prepared to make today. 

Mr. Warren. If that freedom existed, sir, in conferences where 
nonconference competition became acutely severe, would it be work- 
able? 

Mr. Pascu. Certainly not. 

Mr. Warren. So that would not necessarily help things out even 
though you do recognize that you would like the right to decide 
whether or not you should pay brokerage? 

Mr. Pascu. As a matter of fact, it would help out. It would help 
as a means of negotiation. We have very definitely in our minds the 
prospect of being able to sit down with the responsible and competent 
element in the forwarding industry with the hope that we can come 
to the kind of an agreement which we are willing to look upon as a 
reason to make a payment. Now, if we had the desired amount of 
freedom, if technically we could say ‘‘We have the right to reinstate 
this prohibition in our agreements,” it would give us something of a 
trading point, let us say. 

Mr. Warren. Mr. Pasch, the essence of your position is simply that 
value does accrue to the lines by the services of freight forwarders 
and brokers, but you want the right to employ in every case this 
broker. Isn’t that about your position? 

Mr. Pascu. Pretty much so. We want the right to say that if we 
are going to pay this man we will pay him only in respect of something 
that we have asked him to do for us as our agent. 

Mr. Warren. The Federal Maritime Board has referred in some 
of its decisions to brokerage as “compensation for securing or booking 
eargo.”” I take it you disagree with that? 

Mr. Pascu. I must decidedly disagree with it. 

Mr. Warren. Why? 

Mr. Pascu. We just don’t accept. the interpretation that has been 
put upon that by the Federal Maritime Board. 

Mr. Warren. You have stated, sir, that the large percentage of 
your cargoes are subject to the contract system with shippers. 
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Mr. Pascn. That is right. 

Mr. Warken. Now, isn’t it possible for a freight forwarder acting 
in behalf of a shipper to direct to a particular line within the conference 
the cargo, and, if this is true, would it not be an obtainirg or securing 
of cargo for that line? 

Mr. Pascn. In the first place, pursuant to the terms of the con- 
tract which the shipper has already made with the carrier, it is the 
obligation of the forwarder to place that business with one of the 
conference lines and in thot connection I must call to your attention 
again the fact that all the pertinent things have neen settled between 
that shipper and the conference carriers. 

Mr. Warren. Isn’t it the duty of that forwarder, if given the 
booking control, to select a carrier? 

Mr. Pascu. I would assume that it is the obligation of the for- 
warder and I believe thst any competent, responsible forwarder, 
regardless of whether he is to be paid by one and not paid by the 
other, to choose the conference vessel best suited to the interests of 
his client and that he would not choose the least suitable vessel simply 
because that vessel would pay him a commission and the best suited 
vessel would not. 

Mr. Warren. Then, you are indicating that the discretion of the 
forwarder in representing his principal, namely, the exporter, is 
limited. Now, just how limited is it? Is it not possible that there 
are several lines within the conference which provide equal services 
going to ports desired by the exporter? 

Mr. Pascnu. Well, practically, Mr. Warren, the situation is just 
that in giving effect to the contract which the shipper has with the 
conference e the forwarder in booking the cargo on the most suitable 
vessel is not preferred by one line as compared with any other line. 
They will all treat him exactly alike in accordance with regulation 
which they have adopted to govern their own activity. They will 
all pay him the same rate. 

Mr. WarREN. Mr. Pasch, do you have any information, and if so, 
I would like you to indicate the source of it, that would give this 
committee some idea of the volume of export cargo handled by large 
shippers in the United States versus the volume handled by small 
shippers? 

Mr. Pascu. I don’t know that I can come as close to an answer to 
that question as you would like. I can tell you this: That our 
survey indicates that 80 percent of the volume of cargo which our 
carriers transport is booked either directly by the shipper or is booked 
as the result of instructions to his forwarder as to what vessel to use. 
With respect to the number of shipments, that percentage does not 
apply. I think that the forwarder is responsible within his own 
discretion to book perhaps 40 percent of the number of shipments 
which travel in our trades during the course of a year, but that 
represents only about 20 percent of the total volume. 

Mr. Warren. Most of this is already negotiated to the conference 
under the contract system in your case; is that right? 

Mr. Pascua. Yes, that is true. 

Mr. Warren. Mr. Pasc +h, would you say, then, that large shippers, 
we will say International Harvester, Ford Motor Co., and other 
shippers of that class, are responsible for the greatest volume of 
export cargo in the foreign commerce of the United States? 
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Mr. Pascu. Yes, I would say so. 

Mr. Warren. That does not mean that the volume of cargo handled 
by the small shippers is unimportant to the carriers? 

Mr. Pascu. No, indeed. We did not call it unimportant. 

Mr. Warren. In fact, it could mean the difference between the 
profit and loss of a voyage and therefore is important? 

Mr. Pascu. Unfortunately, we are very rarely faced with the kind 
of condition when there is more cargo moving than there are vessels to 
accommodate it. Therefore, every one of our carriers is always 

reaching out for the last case that he can get. That last case is always 
important. There is nothing that is not important to us. 

Mr. Warren. Mr. Pasch, let us assume a case in which a forwarder 
does not perform any function whatsoever, in regard to a particular 
shipment. Under the present system—purely hypothetical—and 
under those circumstances would you deem payment of brokerage 
improper or unearned? 

Mr. Pascu. By the vessel? 

Mr. Warren. Payment by the vessel. 

Mr. Pascu. Payment by the vessel. 

Mr. Warren. Yes. 

Mr. Pascu. I would consider that decidedly unproper. 

Mr. Warren. Now, I think you have indicated this before but will 
you give the committee the reason why in such a case the carrier would 
go ahead and pay the brokerage anyway? 

Mr. Pascu. Because of the fear in their minds that if he does not, 
he subjects himself to a very large competitive eight ball. 

Mr. WarreEN. So he is not going to question it as a practical matter; 
is that correct? 

Mr. Pascu. That is correct. 

Mr. Warren. Now, would you suppose, sir, that the forwarder 
receiving the brokerage is gomg to question the receipt of such 
brokerage in such case? 

Mr. Pascu. Well, if I were the forwarder I wouldn't. 

Mr. Warren. Would you suppose, sir, that the exporter or shipper 
who designated the forwarder would question such a payment? 

Mr. Pascu. He would have no reason to question it. 

Mr. Warren. Why? 

Mr. Pascu. Because it has become the traditional practice on 
behalf of common carriers to allow a forwarding commission or a 
freight commission under those very circumstances. 

Mr. Warren. Who in your opinion would be left to question such 
a payment or ought to question such a payment? You said it is 
improper. 

Mr. Pascu. To a considerable extent the carriers themselves should 
question it. 

Mr. Warren. Are they set up todoit? Howcecantheydoso? You 
have indicated to us that as a matter of competition they can’t? 
Why do you now say that the carriers should do it. 

Mr. Pascu. I say that the carrier can decide for himself as to 
whether the identification of the forwarder with a particular piece of 
business of the kind you have described is a proper payment to make 
or whether it is not. The door has been wide open for the carriers 
to make that determination on their own behalf and the only reason 
that they have not done it as we have already said, is the fear in their 
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minds that if they make themselves responsible for that kind of 
determination they are going to have to bear the competitive onus 
for it. 

Mr. Warren. If this committee determines such a practice im- 
proper and I am certainly not saying it is or is not, do you believe 
that the Government could do anything to insure that such a situation 
would not exist as a practical matter? 

Mr. Pascu. I think there is all the authority in the world available 
to the Government to correct whatever ill your committee might 
find to exist. 

Mr. WARREN. But as a practical matter do you think that the 
Government could correct this ill through regulation of some kind? 

Mr. Pascu. Unquestionably so. 

Mr. Warren. I was assuming under the present system, that is, of 
paying freight brokerage to freight forwarders. 

Mr. Pascu. Well, something more in the way of regulation or 
legislation of course would be necessary. 

Mr. Davipson. Do you have any specific recommendation? 

Mr. Pascu. At this juncture, no. 

Mr. Davipson. You have no specific recommendations as to what 
sort of legislation or regulation the Government should consider with 
regard to the evils that you propose for our consideration? 

Mr. Pascu. I have not identified particular evils. 

Mr. Davipson. Well, it is an evil to pay something where there is 
no obligation to pay and there, is no legal justific ation to pay. That 
isanevil. I characterize it as an evil if it exists. I mean if you people 
are required to pay something—and after all you are not alone paying 
your own money but paying the taxpayers’ money—if you are required 
to pay something that you are not receiving any service for at all, and 
you feel there is no justification in the paying of the money, do you 
have any specific recommendation as to legislation or regulation that 
would cure that condition? We will not call it an evil but the con- 
dition of which you complain. 

Mr. Pascu. Well, addressing myself to your original question, I 
would like to say that for the first time your committee is undertaking 
a keen look at the entire situation. I think it would be unfair of me 
or anyone else at this juucture to ask any of you gentlemen based on 
the extent to which you have already gone whether or not you con- 
sider that any evils exist and what you would propose to do about it. 
That is your very objective, I assume, but certainly you are not 
going to be prepared to make any recommendation as to what should 
be done until these hearings have been completed and you have 
advised yourselves as to exactly what the situation is. 

Now, if there could be made available to me at this point every- 
thing that you hope to turn up by this investigation and I were given 
an opportunity to evaluate all of that information, which is not avail- 
able at the moment, I think perhaps I would be able to give you a 
suggestion Obviously, it could not be done today by me any more 
readily than it can be done by you. 

Mr. Davinson. I think that you misconstrue our mutual purpose 
here. You apparently have no specific recommendations. Let me 
address myself to another question which I have in mind. Are you 
familiar as a result of your activities or the activities of the various 
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memoranda of your conference as to the practice relative to the 
payment of brokerage fees in Europe? 

Mr. Pascu. Not to the point where I could discuss it intelligently. 

Mr. Davipson. Well, your carriers do pay brokerage fees in 
Europe; do they not? 

Mr. Pascu. If they do they do so as a result of their own activities. 
I am not identified with those activities, Mr. Davidson, and am 
unfortunately unable to discuss it in a manner which would make any 
opinion that I might express of any value. 

Mr. Davipson. I think it is very important for this committee to 
know what the practice is in other parts of the world. I think it is 
very important for us to know because after all we are interested in 
the merchant marine of the United States and interested in the com- 
petitive position of the various merchant marines of the world. We 
would like to know what the practice is. We would like to know what 
the situation is in England, Sweden, and so on. We would like to 
know about those things. 

You people do travel all over the world with your carriers and you 
do pay these brokerage fees. You do deal with freight forwarders in 
various countries of the world. We would like to know about the 
practices there. 

Mr. Pascu. Undoubtedly there are competent sources of that infor- 
mation. Unfortunately I am not a good one. 

Mr. Warren. The reason for that is because in most nations there 
is no maritime body and it is a matter of conference regulation. Is 
that why it is difficult to find out? 

Mr. Pascu. Well, our areas of operation are entirely in the Latin- 
American trades. They do not involve Europe at all. 

Mr. Warren. In your conference is brokerage paid on the inbound 
trade to the United States? 

Mr. Pascu. To the extent that it is paid on cargo from the United 
States to those destinations, no; but there are some fees paid on some 
cargoes. 

Mr. Warren. Is it possible to insert a prohibition in an inbound 
agreement? 

Mr. Pascu. Now, Mr. Warren, I don’t want to become technical 
about this but so far as this particular record is concerned it is my 
understanding that you are limited to the commerce of the United 
States and that to us has been identified as merchandise moving from 
the United States to these several destinations, 

Mr. Warren. That is correct, but—— 

Mr. Pascu. We do not understand that you are undertaking to go 
into the commerce of the world, so to speak. 

Mr. Davipson. Mr. Pasch, that is not correct. We are an in- 
vestigating committee. We want all the facts we can get and cer- 
tainly the practice of other nations competing with our own in the 
merchant marine is a matter of great interest to us. We are con- 
stantly in our committee discussing the comparative labor practices 
of various foreign countries and our own and the impact that those 
practices have upon our freight rate competitively insofar as_ the 
American merchant marine is concerned with other merchant marines. 
All of these things are a matter of great concern to us, Our own 
me chi ant marine accepts cargoes in forei ign ports all over the world 
and brings them here. If they make any payments to brokers con- 





FOREIGN FREIGHT FORWARDERS AND BROKERS 465 


cerning this inbound cargo which they receive for transshipment to 
the United States or outports, why, that would be a charge which 
would reflect itself in the overall costs and maintenance of our merchant 
marine, its freight rates and the amount of subsidy which the United 
States Government would have to pay to our American merchant 
marine. To say that we are not concerned with these practices or 
interested would be, I think, a misinterpretation of our function. 

Mr. Warren. I fully agree, Mr. Davidson. I did not mean to 
convey a different impression. As a matter of fact, I am goi 
ask Mr. Pasch about certain of his inbound agreements. 

Be en asking I would like some background on this subject. Is it 
not a fact, Mr. Pasch, and your lawyer can advise you, that under 
section 15 of the Shipping Act inbound agreements must be approved 
and filed before the Federal Maritime Board? 

Mr. Pascu. That is perfectly true but the Federal Maritime Board 
in our view, or any other Government agency, would not have the 
right to say with respect, for example, to an agreement covering cargo 
from Chile to the United States, “You may or may not pay brokerage 
in Chile or if you do it must be limited to 1\ percent,” nor may they 
in Our Opinion say anything else about it. I did not mean to amply 
that we would withhold from this committee any information of 
competitive character which would be of value to you. 

Mr. Warren. Isn’t it within the province of our Government to 
prohibit the receipt of brokerage to American freight forwarders on 
inbound cargoes? 

Mr. Pascu. I don’t know. I am willing to concede that it might 
be, Mr. Warren, but I do say that you would have no right to prohibit 
a conference carrier from paying forwarding fee, if one is in existence, 
or one comes into existence, to a forwarder in Chile. 

Mr. Davipson. Wait a minute. Do you question the right of our 
Government or its agencies to question any payment that a subsidized 
line might make, regardless of whether it was a brokerage fee in Chile 
or any place else? 

Mr. Pascu. I am not talking about subsidized lines, Mr. Davidson. 
I am approaching this from a standpoint of conference administr ition 
of which subsidized lines are a part. Certainly I would never think 
and I am perfectly certain that the conference structure would never 
think of creating a situation which puts the subsidized lines in one 
position and foreign-flag lines or other American lines not subsidized, 
but members of the same conference, in another position. That is 
unthinkable. 

Mr. Davinson. If we keep them both in the same position and we 
have the obligation to question the expenditures of the subsidized 
lines, of necessity we are going to have to look into your expenditures 
as well. That is if we are to keep them in the same position and not 
differentiate between the subsidized and nonsubsidized; because it 
is quite obvious that it is not only the question of subsidization. 
It is the question of the competitive position of the American merchant 
marine. That is one of the major things with which we are concerned, 
It is a matter of tremendous concern. 

Mr. Pascu. I think we are talking at cross-purposes here and it 

nay be my fault. I have tried to make the point that I think as a 
an of record in this proceeding we would be a little reluctant to 
submit to a regulation with regard to the question of whether we paid 
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brokerage at a foreign port or not. So far as the committee is con- 
cerned if it would like to have a look at any of our conference agree- 
ments or any of our tariffs or any other documents laying down rates, 
rules, regulations, affecting the payment or nonpayment of brokerage, 
you are perfectly welcome to do it. Most of them are a matter of 
public record anyway. 

Mr. Warren. The fact remains that in two of your conferences, 
Mr. Pasch, there are prohibitions against the payment of brokerage 
in the inbound commerce of the United States. Is that correct? 

Mr. Pascu. I believe it is, yes. 

Mr. Warren. The 3103 agreement and the 7590 agreement, and 
that discretion does not apply i in the export trade under docket 657. 

Mr. Pascu. Well, it does not apply by a piece of ne. 
Whether or not that compulsion has a proper legal background i 
another matter. 

Mr. Warren. Mr. Pasch, could you enlighten the committee on 
the payment of brokerage in the offshore trade? 

Mr. Pascr. You mean with regard to destinations like Hawaii or 
Puerto Rico? 

Mr. WarreEN. Yes. 

Mr. Pascn. It is our understanding that those places are regarded 
as domestic transportation and the payment of brokerage is pro- 
hibited by statute or law or regulation. 

Mr. Warren. They fall under the jurisdiction of the Federal 
Maritime Board? 

Mr. Pascu. That is our understanding. 

Mr. Warren. And no brokerage is paid in the domestic offshore 
trade? 

Mr. Pascu. I believe that is correct. 

Mr. Warren. Do you have any knowledge of the coastal and inter- 
coastal trades of the United States under the ICC? 

Mr. Pascu. I believe they are similarly bound. 

Mr. Warren. Mr. Pasch, do you personally agree with the view- 
point that you have presented in behalf of the 11 members whom 
you are representing today? 

Mr. Pascn. Yes, I do. 

Mr. Warren. Have you had previous experience in the traffic 
departments of any steamship lines? 

Mr. Pascu. Yes, I have. I spent 12 years with the Munson 
Steamship Line, as related in my prepared statement. 

Mr. Warren. Mr. Chairman, I have no further questions. 

Mr. Kluezynski. Mr. Chase. 

Mr. Cuase. I do not believe I have any questions. 

Mr. Kruczynskr. Mr. Davidson. 

Mr. Davipson. I have no questions. 

Mr. Kuuczynskr. Thank you, Mr. Pasch. 

Mr. Andrews, will you come to the witness chair and identify your- 
self for the record? If you have a prepared statement, we would be 
happy to hear it after which counsel and members of the committee 
may desire to ask questions. 
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STATEMENT OF CHARLES R. ANDREWS, CHAIRMAN, TRANS- 
ATLANTIC ASSOCIATED FREIGHT CONFERENCES 


Mr. Anprews. My name is Charles R. Andrews, and I am chair- 
man of the Trans-Atlantic Associated Freight Conferences, 80 Broad 
Street, New York 4, N. Y. 

I appear here, pursuant to letter to me dated Jenner 10, 1956, 
from Chairman T. A. Thompson of the special house subcommittee 
to testify on matters dealing with the investigation of the special com- 
mittee of activities of foreign freight forwarders and brokers. 

As requested, 15 copies of this statement were filed with Mr. Charles 
F. Warren, subcommittee counsel on January 24, 1956, at Waldorf 
Astoria, New York, N. Y. 

This statement was prepared by me to furnish the special committee 
with an informative and factual report, representing the views and 
comments of the undermentioned ratemaking conferences and it has 
been approved by most of the member lines which have had the oppor- 
tunity to study it. I would point out many of our member lines have 
their main offices abroad, frum Finland to E gypt, and J am sure that 
the special sube ommittee must appreciate that since receipt of Chair- 
man Thompson’s letter of January 10, 1956, it has not been possible 
for all our representatives to confer or to consult with principals. 
Therefore, should there be any different views or comments, which 
are not presently anticipated, the member lines would like the privilege 
of passiag on such views or comments to the special subcommittee if 
and when received. 

1, as chairman, administer the affairs of a group of six separate and 
distinct eastbound steamship freight conferences, namely: 

North Atlantic Baltic Freight Conference, Agreement No. 7670, 
operating to Baltic-Scandinavian ports. 

North Atlantic Continental Freight Conference, Agreement No. 
4490, operating to Belgium, Holland, and Germany. 

North Atlantic French Atlantic Freight Conference, Agreement No. 
7770, operating to French Atlantic ports. 

North Atlantic Mediterranean Feright Conference, Agreement No. 
7980, operating to various Mediterranean ports. 

North Atlantic United Kingdom Freight Conference, Agreement 
No. 7100, operating to United Kingdom and Irish ports. 

Atlantic & Red Sea & Gulf of Aden Freight Conference, Agreement 
No. 7530, operating to Suez and ports on the Red Sea and Gulf of 
Aden, 

These conferences are voluntary associations of common carriers by 
water serving the aforementioned foreign trades, and function pur- 
suant to organic agreements filed with and approved by Federal 
Maritime Board’s predecessors under section 15, of the Shipping Act, 
1916. 

Each conference is a separate organization and adopts its own 
rates, charges and conditions for its particular trade, without con- 
sultation with any other conference. 

It is necessary for the proper conduct of the affairs of each con- 
ference to have a conference office and conference staff to carry out 
the decisions of each such conference and they, therefore, associate 
themselves in a conference known as the Trans-Atlantic Associated 
Freight Conference, Agreement No. 12, of which I am also chairman. 
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Our conference office, maintained solely by the member lines, has 
been in continuous existence for more than 80 years. I have been 
continuously employed by the Trans-Atlantic Associated Freight 
Conference since 1922 and have been chairman since 1943. 

The Trans-Atlantic Associated Freight Conferences is a non-rate- 
making conference and has no authority as a separate conference to 
establish rates or to undertake any activity in conflict with the 
functions of any of the above named ratemaking conferences and deals 
with matters relating to the administrative, organizational and finan- 
cial affairs of the conference office and conference staff. 

Our conferences are open to all common carrier steamship lines, 
regardless of flag, operating regularly in a particular trade within 
the scope of these conferences, and are the media through which 
member lines jointly establish uniform stable rates, formulate 
standards and coordinate competitive practices in international 
trade, under agreements approved by the governmental agency 
charged with administration of the Shipping Act. 

The fundamental purposes of these conferences may be summed 
up, as follows: 

Promotion and development of American foreign maritime 
commerce. 

Stabilization of rates and competitive practices so as to provide 
and encourage regular and dependable sailings and service. 

Maintenance of harmony among the member lines in the interest 
of avoiding unreasonable and destructive competition prejudicial 
to the United States foreign commerce. 

Attached to this statement are lists showing the member lines of 
each of the aforementioned ratemaking conferences, the flag each 
member line flies, and the respective conference tariff rule on freight 
brokerage. 

As chairman I preside at meetings, and the duties and activities of 
the conference office staff, under my supervision, deal principally and 
primarily with the processing and handling of eastbound rate matters 
and applications, rate analyses, reports, cargo statistics, tabulations, 
rate committee and general dockets, rate committee reports, shipper- 
trade negotiations, closing of contracts, notices to merchants (shippers, 
consignees, and so forth) and contact with governmental agencies, 
all in accordance with the direction of the member lines. 

So much for conference background. 

Now, before referring specifically to Chairman Thompson’s letter of 
January 10, 1956, members direct me to make a statement on brokerage 
as it relates to the general overall situation in the transatlantic trades. 

For many years, the rate of brokerage authorized by the respective 
conferences in the aforementioned trades on ‘“‘general cargo’’ has been 
and continues to be 14 percent, except to Belgium, Holland, and 
Germany, which is commonly termed the ‘‘continental” trade. The 
respective tariff rules, as drawn, are permissive insofar as the indi- 
vidual member lines are concerned, and do not require or obligate 
member lines to pay brokerage. However, to my knowledge, none has 
ever refused to pay brokerage as authorized by the conferences such 
payment being regarded as a reasonable and necessary business and 
protective procedure. 

Member lines of the North Atlantic Continental Freight Conference 
established a new brokerage scale on a trial basis, effective May 23, 
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1955, through June 30, 1956, the reasons for which are summarized 
below. No determination has been made as to whether the conti- 
nental member lines will extend or modify this special trial basis after 
June 30, 1956. 

The continental trade presently has no system of dual rates (system 
has been and still is in litigation before the Federal Maritime Board 
and/or the civil courts since 1948) and it is one of the most competitive 
trades in the world. The number of nonmember lines, American 
and foreign, competing directly with our conference members on the 
continental berth, has been as high as 13 and presently there are 7 
nonconference lines operating in this trade. 

As a result of the practices of nonmember lines, an emergency has 
existed and continues to exist in the continental trade and the con- 
tinental member lines have been faced with the continuous loss of 
general cargo to nonmembers in consequence of their rate cutting 
7 their payments of brokerage from 2% percent up to and inclu ding 

percent. These prejudicial conditions have caused the continental 
member lines, in order to maintain their regular and dependable sail- 
ings and services, to carry from time to time large quantities of bulk 
cargo items, such as grain, coal, coke, and so forth. : 

In 1955, after extensive consideration, it was the unanimous decision 
of the continental member lines that the situation warranted greater 
flexibility of rates and provision for increased brokerage to meet the 
nonconference competition. 

In addition to establishing emergency rate committees, the member 
lines established a new scale for payments of brokerage, as shown in 
the rule attached to this statement. The continental member lines 
were and are unanimously of the opinion that unless such constructive 
action had been taken to meet the dangerous competitive situation, 
and to keep the conference member lines together, it would have 
resulted in a rate war which would not only have unreasonably 
undermined the rates to Belgium, Holland, and Germany but would 
in all probability have spread to French Atlantic, Baltic, United 
Kingdom and Mediterranean ports, causing a tremendous sacrifice in 
revenues with inevitable curtailment of sailings and services. 

The opinion was also expressed at that time, and confirmed by all 
Continental member lines, that had there been in effect a system of 
dual rates to Belgium, Holland, and Germany, it would not have 
been necessary for the Continental member lines to establish the 
trial brokerage scale in lieu of their long established practice of 
restricting the brokerage payment in this trade to a maximum of 

percent, which percentage the member lines unanimously con- 
sider a reasonable one, under ordinary conditions. 

2. Matters concerning the use of and the compensation received 
by forwarders and brokers on Government export shipments with 
emphasis upon— 

(a) The propriety of paying brokerage. The payment of brokerage 
on commercial cargo in the transatlantic trades has been a recognized 
practice and custom for more than 80 years, as I have been informed 
by verious member lines. However, I do not understand that 
brokerage has been paid on United States Government mili‘ary 
cargoes and I understand that the Department of Defense and Mili- 
tary Sea Transportation Service do not use the service of freight 
forwarders on their military aid and other shipments. I am not 
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qualified to comment on the propriety of the United States Govern- 
ment’s decision concerning the employment of freight forwarders for 
the handling of Government cargo. 

There is nothing further to add to my previous remarks on the 
competitive conditions in the transatlantic trades that necessitate 
our member lines paying brokerage to freight forwarders nominated 
or designated by other Government agencies or merchants who may 
or may not book their export shipments direct with carriers. To 
do otherwise or to exercise their managerial discretion could very well 
deprive our member lines from participating not only on cargoes 
booked by merchants direct with carriers but other eastbound and 
westbound cargoes controlled and booked direct by freight forwarders 
with carriers in the transatlantic trades and trades in which our 
member lines operate. 

Mr. Warren. In effect, you are saying that there is no managerial 
discretion on the part of the individual carrier. 

Mr. Anprews. That is what I am saying, pursuant to advice of 
my member lines after conferring with them. 

Mr. WarreEN. Proceed. 

Mr. Anprews. The economic value of brokers does not end with 
the nomination or designation or securing or collaborating in securing, 
engaging, or booking cargo and the value of their service continues to 
be important in the long run as a commercial matter. 

Even if nomination or designation of the broker by the Government 
agency involved were the sole test, which is not the general situation 
either on Government or commercial export cargoes. it is quite im- 
possible for those carriers who are eligible for United States Govern- 
ment cargoes, for reasons stated herein, to jeopardize their position 
and refuse to pay brokerage. 

The carriers who have participated in Government economic aid 
cargo report that such shipments have decreased substantially in the 
last 2 years in many of the trans-Atlantic trades. 

To give the subcommittee some idea of the general overall picture 
in our trades, the conference office mailing list approximates 16,000 
merchants (exporters and importers) who have export shipments from 
time to time. Member lines estimate that the number of Government 
agencies and merchants who book their export shipments direct with 
carriers would be small as compared to the total number of exporting 
merchants in the trans-Atlantic trades. 

It is a reasonable observation to make that the existence of a 
conference in trades is a strong deterrent against unreasonable pay- 
ment of brokerage by the majority of carriers in the trade. How- 
ever, it does not prevent nonmembers from attracting cargoes to 
their vessels by payment of higher rates of brokerage, notwithstanding 
that sailings, services, types of vessels, conference and nonconference, 
may be comparable. If there were no conference agreement on the 
maximum rate of brokerage and it were left to the individual action 
of carriers, brokerage rates would soon get out of hand with disastrous 
consequences, and would undoubtedly lead to abuses and questionable 
practices. Member lines are and have been at a further handicap 
and disadvantage with nonmembers who from time to time attract 
substantial round lots of cargo to their vessels by their ability to 
make rapid changes in higher rates of brokerage in comparison with 
those of the conference lines. 





FOREIGN FREIGHT FORWARDERS AND BROKERS 471 


Under all the circumstances, our member lines consider payment 
of brokerage reasonably necessary and required to insure the necessary 
flow of cargoes to their vessels. 

(b) The reasonableness of compensation. As already stated, it 
is and has been for many years a recognized practice and custom in 
the trans-Atlantic trades to pay brokerage to freight brokers on 
export shipments and it is the considered opinion of our member 
lines that 14 percent is a reasonable commission or compensation, 
under ordinary conditions. 

(c) Type of services rendered. Foreign freight forwarders and 
brokers perform and render many valuable, necessary, and essential 
services from time to time such as documentation (this involves many 
technical details and formalities requiring specialized skill and know- 
how; booking of cargo (arranging for space with ocean carrier); calling 
cargo forward (tracing and arranging transfer from inland carrier to 
ocean carrier); marking goods, if necessary; storage of cargo, if neces- 

sary; preparation and distribution of documents (bills of lading, dock 

receipts, export declarations, etc.); supervision of goods at ports of 
loading and ports of discharge to final destination abroad; and taking 
care of all other matters incidental to effect export shipment. 

There is no uniform practice by the various Government agencies 
on their export shipments. Some Government agencies (other than 
United States) in the transatlantic trades book their cargoes direct 
with carriers and leave the complete details of handling shipments to 
freight forwarders. Others turn over cargoes to relief agencies who 
also leave the complete details of handling to the freight forwarders. 

Those lines, participating in shipments of some United States Gov- 
ernment agencies, advise that bookings of export shipments are gen- 
erally made direct with carriers by the Government agency involved 
and the Government agencies nominate or designate the freight 
forwarders. 

(2) The right to participate in commercial type military shipments. 
Our member lines regard this matter to be outside their province or 
on which they could properly comment or submit views, being for 
determination between the Government agencies involved and the 
freight forwarding industry. 

Analysis of services forwarders and brokers render to carriers 
and to shippers on commercial export shipments: At this point, 
member lines feel a brief outline of the origin of freight forwarding 
might make the current situation clearer. 

Prior to World War I, when life was simple, the bulk of export 
trade from the United States was handled from New York with no 
appreciable services from Pacific coast to Europe. Service from 
the gulf and South Atlantic was restricted largely to cotton seasons 
with limited liner service only to main European ports. Business, 
therefore, originating on the west coast was shipped eastbound all 
rail, although a larger share moved Southern Pacific to New Orleans 
and then shipped Morgan Line to New York. Mallory Line operated 
from Galveston and Mobile, Clyde, Merchants & Miners and Savannah 
Lines, South Atlantic and Old Dominion from Norfolk. Railroads, 
such as Atlantic Coast and Southern, also owned boat lines extending 
their services up to Baltimore. Shipping companies had offices at 
New York and Boston and to some extent Philadelphia and Baltimore. 
Some transatlantic lines maintained Chicago offices. The business 
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in the interior was largely done through the foreign freight departments 
of the railroads and generally moved on through bill of lading. 

Freight brokerage, as such, was a distinct class of business entirely 
apart from freight forwarding. The brokers, at that time, generally 
consisted of 1 or 2 partners with limited clerical assistance. The 
broker actually was the intermediary between the shipper and ocean 

carrier completing the transaction, and rarely performed any other 

sania. At that time formalities were very limited and when it 
was necessary for him to prepare a bill of lading the freight broker 
generally did so without fee. : ; 

The United States then was still primarily an agricultural nation 
and shipments largely were foodstuffs or raw materials and the amount 
of manufactured goods was relatively limited. Packinghouse prod- 
ucts were largely Dooked direct in the West and moved on through 
bills of lading, and the small general business was mostly handled by 
manufacturers’ agents, now no longer in business. The firms did the 
selling, financing and shipping. Such small business not in these 
categories fell to express companies or freight forwarders who then 
were also relatively limited in number and would take receipt of the 
goods at some interior point, issue their own bills of lading (now no 
longer possible) and attend to the forwarding, generally on a lump- 
sum fee covering all freight charges, and so forth. At that time and 
even after World War I, freight brokers and freight forwarders were 
two distinct trades and while the freight forwarder might act as a 
freight broker, freight brokers, as a class, would not undertake any 
freight forwarding, not having the staff to handle all the details neces- 
sary and when business of this kind was forced on them, almost. in- 
variably passed it along to some freight forwarder to handle for them. 

With the coming of World War I and sudden expansion of shipping, 
a big change came about particularly as in the expansion of ocean 
carriers, with limited number of trained people available, many 
railroads and others came into the trade and introduced new methods 
of doing business. 

Manufacturing, of course, increased by leaps and bounds, services 
were augmented, many new trades opened up and ocean carriers in 
their expansion established branch offices in the interior to Jook after 
their own affairs and hired canvassers. Gradually the activities of 
the railroads’ foreign freight departments on behalf of ocean carriers 
eased and today, except in Canada, they no longer do any freight 
booking. 

With the extension of shipping, more and more services opened up 
from other ports. We now have ocean carriers operating regularly 
from all ports to practically anywhere in the world and as a result the 
coastwise trade has ceased to exist and business which formerly moved 
to New York is now naturally moving on these direct services, on 
greatly augmented levels, as well as greatly altered in character. 

The through bill of lading is no longer used by the member lines 
Therefore, these changes necessitated a greatly increased number of 
freight forwarders, particularly in view of the great number of further 
complications with respect to financing, corresponding, documenta- 
tion, custom regulations, both export and import. There are ac- 
cording to our count, now about 655 freight forwarders in New York 
registered with the Federal Maritime Board. The maintaining of a 
staff to handle all of these details is very expensive to a merchant, 
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unless his business is of a size to warrant it. Freight forwarders can 
do this for merchants much more nominally. As a result of these 
conditions the business of freight brokers, who previously were 
largely specialists, one handling oil and wax, or fruit or flour, or 
cotton, as the case may be, has also changed. ‘Today except for a 
few grain broker specialists, all of them do miscellaneous business 
falling under the general term of forwarding and brokerage. 

Mr. Warren. Mr. Andrews, you have given us a very interesting 
background in which I feel this committee is vitally interested. Are 
you indicating that in your opinion that the nature of the brokerage 
function has changed as compared to what it is today? 

Mr. Anprews. I have so stated in my statement when I reviewed 
the previous situation as to how it has developed ever since and where 
there was only a limited number of freight forwarders and brokers. 
Today you have in New York, as I pointed out, 655 of them. We 
have in our own ranks 16,000 merchants. 

Mr. WarrEN. Would you say that the reason for the payment of 
brokerage commissions has changed today compared to what the 
reason was many years ago? 

Mr. AnpreEws. I do not know that the reason has changed. It has 
been the practice, as I testified, to pay freight brokerage according 
to my records, 63 years. 

Mr. Warren. But you have stated that the functions basically 
have changed as to the freight broker of days gone by? 

Mr. Anprews. And I will also bring out later the sharp line 
between freight forwarders and brokers. 

Mr. WarreEN. Correct, but you have stated that the freight 
broker’s functions have changed. Consequently, does it not follow 
that the reason for the payment of brokerage might have changed? 

Mr. Anprews. Yes; that is correct; they have changed. 

The business of freight forwarders is conducted as a separate and 
independent one, distinct from that of ocean carriage. The freight 
forwarder accepts shipments from the merchant, issues, or causes to 
be issued, booking notes, arranges delivery of the goods directly to 
the carriers loading berth, or alongside at the particular port of 
loading, while the ocean carrier transports the goods overseas to the 
port of discharge, where, in some instances, the freight forwarder or 
his representative then handles to final destination in Europe. 

Our member lines consider that the activities of freight forwarders, 
who maintain offices, agents, and representatives, not only in the 
United States but also in Canada, Europe, and throughout the 
world, having direct contact between the foreign buyer and the 
American seller, have developed American foreign export commerce 
in our trades and their promotional work and activities tend to serve, 
develop, assist, and increase the volume of export goods from the 
United States. 

4. (a) Legal status of forwarder and broker. I could not be of 
assistance to the subcommittee on the legal status of forwarder and 
broker. 

(6) Importance of forwarders to small and large shippers, carriers 
and developing the foreign commerce of the United States. I have 
already commented on the importance of forwarders in the develop- 
ment of the foreign commerce of the United States. 
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The maintenance by merchants of a separate export office and staff 
at seaboard to handle all the details necessary and required on export 
shipments would be expensive, unless the volume and the number 
of their export shipments are of size to warrant it. The number of 
merchants in this class is rather limited. Other merchants, large 
and small, also those with the small or the occasional shipment and 
not familiar with all the specialized features, documentation, sailings 
and services of ocean carriers, their rates, charges, tariff rules, and 
regulations, apparently find it less expensive and more convenient 
and suitable to turn over their export shipments to freight forwarders 
and avail themselves of such services. 

There are numerous instances in our transatlantic trades where 
freight forwarders, with their connections in Europe and closeness 
with the European purchasers, are vested a the control of the 
routing of the goods generally purchased f. 0. b. factory, f. 0. b. port 
of loading, or f. a. s. vessel. 

Our member lines, therefore, consider the foreign freight forwarding 
industry an important segment and integral part of export foreign 
trade and attention is called in this respect to the following in Report 
of the United States Maritime Commission in Docket 657, decided 
November 17, 1949: 


Forwarding activities have developed American commerce. The maintenance 
by forwarders of offices in foreign countries has resulted in direct contact between 
United States shippers and foreign purchasers, thus securing new business and 
increasing the volume of trade. The studies which many forwarders make of 
statistical data, trends of trade, market conditions, and the dissemination thereof 
to foreign purchasers and to United States shippers also tend to develop trade. 
Consolidation of small shipments, with the saving of overhead costs of shippers, 
enables them to reach foreign markets which would otherwise be precluded because 
of high minimum charges by carriers. Consolidation can also save consular fees 
and thus improve the exporters’ competitive position with foreign exporters to the 
common market. Moreover, forwarders make a valuable contribution to our 
foreign trade through their function of relieving the large number of small or 
occasional exporters from many details and formalities connected with export 
shipments. Simplification of export trading promotes and develops foreign trade. 


(c) Sources of forwarder income and significance of each source. 
On this matter, I understand that freight forwarders render service 
to merchants who compensate the forwarders directly aside from the 
payment of brokerage by the carriers. 

(d) Definition of brokerage. It is and has been the recognized 
practice or custom of many years standing in the transatlantic trades 
for ocean carriers to pay brokerage whic h might be defined as com- 
pensation, commission or fee for benefits and services rendered to 
ocean carriers, such as soliciting here and abroad, obtaining, negoti- 
ating, arranging, securing or collaborating to secure cargo, and/or 
performing other miscellaneous services on export shipments. 

Ocean freight forwarding, sharply defined, refers to the actual for- 
warding and handling of shipments by forwarders acting as agents 
for shippers for their account to be paid for by them. Brokerage, 
similarly defined, refers to the booking, securing, collaborating in 
securing, processing of cargoes, or engaging of cargo space by freight 
brokers who receive payment by the carrier. In practice these two 
separate functions happen to be frequently performed by the same 
concerns, with the result that this distinction between the different 
type of service is not always clearly maintained. Many forwarders 
located at seaboard and at interior points perform on the one hand a 
forwarding, and on the other a brokerage business. 
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(e) Responsibility of carrier to insure that brokerage is payable 
where properly earned and only to those legally entitled to receive it. 
I do not repeat here, but only refer to, previous remarks dealing with 
the competitive situation between members lines and nonmembers, 
American and foreign. 

The member lines advise me that there are relatively few merchants 
who book direct with carriers but nominate or designate a broker. 
From a practical standpoint it is only correct and just for the individual 
carrier to honor his bill for brokerage when put forward in good faith 
in accordance with trade custom. No individual carrier would under- 
take to decide whether brokerage has or has not technically been 

earned in each and every instance and thereby risk the loss of cargoes 
which could reflect a loss of profit on the operation of vessels. 

Mr. Warren. By that last statement, Mr. Andrews, aren’t you, 
in effect, stating that your lines can conceive of no case where broker- 
age is not paid | in view of the fact that you are conceding that your 
lines are paying it on every shipment? 

Mr. ANpreEws. | testified on the second page that I do not know of 
any case where brokerage has been refused. 

Mr. Kiuczynsxr. You may proceed. 

Mr. Anprews. (f) Performance of forwarding functions by car- 
riers and practice in regard thereto. Our member lines, who were 
duly furnished with copy of Chairman Thompson’s letter of January 
10, 1956, advise that they do not perform forwarding functions. 

In 1937 when our member lines established a charge for handling 
and clearing shipments, their primary purpose was to discourage this 
tvpe of work by themselves, which required an expensive staff to 


render such highly specialized and involved service interfering with 
the normal operations of the carriers 

In 1954, the aforementioned ratemaking conferences deleted from 
their tariffs the following rule: 


Charge for handling and clearing shipments: When carrier may be requested 
by shipper to act as forwarding agent, the carrier will assess minimum charge of 
varied in the trades from $5.75 to $6) per shipment and shipper shall pay to 
the carrier this charge to cover services rendered as such agent to complete 
transaction including preparation of documents required and transmitting of 
said documents to shipper and/or consignee as may be required. The minimum 
harge may be waived on shipments where the carrier clears prepared export 
declaration through the customhouse. 

In connection with the above-quoted rule, our member lines are 
and have been aware that it is the duty of the carrier under the 
Carriage of Goods by Sea Act to issue a bill of lading to shippers on 
demand, which duty they perform. 

(9) Basis for paying brokerage. The first mention of brokerage in 
our transatlantic records that the conference office has been able to 
locate, dates back to December 1892, more than 63 years ago. These 
records also mentioned that there was a Freight Brokers Association 
of the Port of New York, formed originally in 1885. 

The bases for payment of brokerage in our trades, as established by 
the member lines are shown in tariff lists attached to this statement. 

It is our member lines Enoenene that payment of brokerage has 
been endorsed and sanctioned by the Federal Maritime Board and its 
predecessors, the ruling being that carriers acting in conference may 
not restrict payment of brokerage below 1% percent. 


70668—56 
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(h) Extent of solicitation activities between forwarders, carriers, and 
shippers. There are approximately 655 forwarder/brokers in the New 
York area, a substantial number of which are conveniently located 
downtown in New York City. The bulk of export shipments in the 
transatlantic trades are handled by forwarder/brokers and it is impor- 
tant to our member lines in this highly competitive business actively 
and constantly to solicit forwarders/brokers and keep them up to date 
on steamship sailings and services. 

Solicitation, a form of advertising, in the opinion of our member lines 
is an indispensable factor in the successful maintenance and promotion 
of their services and assurance of their continued support and 
development. 

The substantial amount of export shipments and volume of business 
which forwarders/brokers handle and process also furnish our member 
lines with advance assurances of cargoes on which to plan their for- 
ward sailings and services. The member lines, therefore, could not 
afford to gamble that the necessary cargoes would automatically 
flow to their services without the so-called “leg work’ and “street 
pounding.”’ Carriers who do not keep their services and facilities 
before merchants, forwarders, brokers, and so forth, will soon be the 
“forgotten”’ carrier. 

(i) Factors affecting forwarder’s selection of particular carrier to 
handle a particular shipment. As the rate of brokerage, rates and 
charges of member lines, per tariff, are uniform, there should be no 
special reason for the forwarder’s selection of a particular carrier to 
handle a particular shipment, except the position of the vessel, the 
service from a particular loading port or to a particular port of dis- 
charge best suited to the needs of the forwarder, unless the forwarder 
was following instructions from the seller or purchaser who possibly 
has been solicited by some carrier. 

5. Existence of abuses and questionable practices involving the use 
of forwarders and brokers, including suggestions for correcting such 
abuses and practices, for example: 

(a) Rebating brokerage; splitting brokerage with shipper; or 
reducing or waiving forwarding fee. 

(b) Payment of brokerage to dummy forwarders. 

(c) Payment of brokerage when not properly earned. 

I have no knowledge of abuses and questionable practices and none 
of the member lines, who were sent copy of Chairman Thompson's 
letter of January 10, 1956, has furnished the conference office with any 
information in this respect. I therefore have no comments, views, or 
suggestions. 

As previously stated, the conference office does not supervise pay- 
ments of brokerage and no member line has complained to the con- 
ference office on any of the matters referred to under this heading. 

As shown in the lists attached to this statement all brokerage bills 
paid by our member lines, per their freight brokerage tariff rule, carry 
the following clause: 

In compliance with section 16 of the Shipping Act of 1916, payment by the 
carrier and acceptance of freight brokerage by the broker are on the strict under- 
standing that no part of the brokerage shall revert to the shipper, or consignee, 


or owner of the cargo, and that the business of the broker is in no sense subsidiar\ 
to that of the shipper, or consignee, or owner of the cargo. 
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The member lines do not know of any dummy forwarders and would 
not favor existence of any such. 

6. Sufficiency of existing laws and regulations purporting to regu- 
late forwarders and brokers, including the need for additional Jegisla- 
tion or measures which might more properly regulate this industry. 
Various of our member lines are based in other countries and it does 
not seem likely that they would wish to make suggestions on this 
subject. None such has been received by me. 

As regards Chairman Thompson’s request for the total amount of 
brokerage paid by conference lines in 1954, broken down by conference 
only, this information after compilation is completed will be promptly 
passed on to the special subcommittee. 

Except for two members, all other member lines of the aforemen- 
tioned ratemaking conferences approve the statement I have just 
read. 

The two members referred to concur in pages 1 through 4 of my 
statement and I now submit their comments on matters numbered 2 
through 6 in Chairman Thompson’s letter to me of January 10, 1956: 

No. 2. The two members advise that brokerage is paid in accordance with the 
conference tariff rules to bona fide freight forwarders when nominated to act for 
the shippers. They further advise that it is for the Government to decide 
whether Government agencies require the services of freight forwarders or not. 

No. 3. The two members advise that freight forwarders and/or brokers serve 
as shipping offices at seaboard for firms of the interior who are not equipped to 
handle their own details and serve the carriers in booking freight for export ship- 
ment and in coordinating deliveries of said freight to meet carriers’ schedules and 
requirements. 

Mr. Warren. Do they thereby imply conversely that a forwarder 
or broker may not serve a large shipper who has his own traffic de- 
partment and who is located at seaboard? 

Mr. AnpRews. I don’t know what they are implying. I am giving 
you their exact comments. 

Mr. Warren. I asked the question because they limited that to 
the small shipper. 

Mr. Anprews. No. 4. (a) Unknown. 

No. 4. (6) See No. 3. 

No. 4. (ce) Unknown. 

No. 4. (d) A percentage payment to qualified brokers for services 
rendered as per No. 3. 

No. 4. (e) Responsibility acknowledged. 

No. 4. (f) No forwarding functions performed. 

No. 4. (g) In accordance with rules and regulations of conference 
tariff. 

No. 4. (hk) Carriers solicit forwarders and brokers in the same 
manner as shippers, i. e., by personal contact or telephone calls. 

No. 4. (i) Unknown. 

No. 5. (a) No knowledge of abuses or questionable practices. 
No. 5 (b) No knowledge of abuses or questionable practices. 
No. 5 (ec) No knowledge of abuses or questionable practices. 

No. 6. No opinion. 

Preparation of my statement on such short notice was made 
possible only by the full cooperation of the member lines and I thank 
you for your courtesy and patience. 

Mr. Kuivuczynskt. Mr. Andrews, that completes your prepared 
statement? 
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Mr. AnpreEws. Correct. 

Mr. Kuiuczynsxr. Under 5 (a), (6), and (c) there is no knowledge 
of abuses or questionable practices, is that right? 

Mr. AnprREws. That was by the two lines who did not concur in 
my statement. 

Mr. Kuvuczynski. Mr. Chase, have you any questions? 

Mr. Cuase. On page 10 you state that— 
our member lines consider that the activities of freight forwarders who maintain 
offices not only in the United States but also in Canada * * * 

Can you tell how many of the six-hundred-odd freight forwarders 
in New York maintain such offices? 

Mr. AnprReEws. I couldn’t tell you. 

Mr. Cuase. Would it be a substantial percentage? 

Mr. AnpreEws. I don’t know whether it would be substantial or not. 
I do know that a number of the freight forwarder brokers have offices 
or representatives in Canada. 

Mr. Kuuczynsx1. Mr. Davidson? 

Mr. Davipson. I have no questions, 

Mr. Kuvuczynsxi. Mr. Warren. 

Mr. Warren. Mr. Andrews, we shall require you to submit to the 
subcommittee the names of any of your members who have taken 
contrary positions to the statement you are now making before us at 
earlier proceedings. 

Mr. AnpreEws. If you will excuse me, Mr. Warren, I have been 
suffering for the last 3 days with virus and I did not hear your state- 
ment. You want me to submit the names of those two lines? Did | 
understand you correctly? 

Mr. Warren. No, sir. We request that you ascertain from your 
membership whether any of them have taken a contrary position 
in prior proceedings before this committee. 

Mr. Anprews. I will be very glad to do so. 

Mr. Warren. Mr. Andrews, it is an interesting situation that you 
mentioned where as much as 5 percent is paid in brokerage fees. 
You have stated quite clearly that the conference lines in this case 
were forced to deviate from the normal percentage which they con- 
sider reasonable. So you had no choice? If you wanted to stay in 
business you had to do it? 

Mr. Anprews. That is correct. 

Mr. WarreEN. Do you believe there is any difference in the services 
performed by forwarders or brokers in the cases where you pay 1\ 
percent and in the cases where you may pay 5 percent? 

Mr. Anprews. I don’t think there is any difference in services. 

Mr. WarREN. It is purely competitive? 

Mr. ANpDREws. It is competitive. 

Mr. WarREN. You have stated that perhaps the remedy would be 
the approval of a dual-rate system which might force the brokerage 
rate down. How would you feel about a uniform brokerage fee 
prescribed by law, with perhaps a provision that the governing body 
could raise the brokerage fee according to economic conditions? 

Mr. Anprews. Are you talking about all lines, conference or non- 
conference? 

Mr. WarrEN. I am speaking of anyone who pays a brokerage fee. 
Would you and your carriers find that desirable? 
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Mr. Anprews. I haven’t discussed this with the lines but I think 
the majority of our lines would be in favor of that if it is a uniform 
practice and acceptable to all parties of interest. 

Mr. WarREN. So really the essence of what you are saying is that 
this additional percentage might be excessive and unjustified, and the 
only reason it is justified is because of competition, is that correct? 

Mr. ANnprREws. That is the only reason in our continental trade 
and I have already testified that our brokerage payment in these 
trades for 63 years has been 1% percent, and I gave the reasons why 
it was adjusted up in the continental trade. You mentioned trades 
before. It is only in the continental trade. 

Mr. Warren. Would you say that in this trade, on the substantial 
tonnage handled, the 5-percent figure applies? 

Mr. Anprews. I do not know. 

Mr. Warren. You must have some idea. 

Mr. Anprews. I have no idea because I have not been able to 
analyze it since we put it into effect, but I will say it is on the high 
paying cargo that the 5 percent applies. 

Mr. Warren. Mr. Andrews, I take it that your position is this: 
You recognize quite clearly that you must pay brokerage in every 
case and therefore you apparently disagree with docket 657 when it 
talks about managerial discretion. Yet you go further. You say 
‘‘We pay this because of the valuable services rendered of benefit to 
ocean carriers.” So you say it is not based upon purely economic 
necessity. You grant that you have to pay the fee but you are 
willing to pay it because there are numerous services of value. that 
are performed, and your carriers receive this value. 

Mr. Anprews. There are many services performed by the for- 
warder- brokers as to our lines, many valuable services. Let us put 
it that way. ; 

Mr. WarrEN. Can you conceive under the system that there are 
cases which may arise wherein value is not derived by the carriers 
from services rendered by forwarder-brokers? 

Mr. Anprews. It could be. 

Mr. Warren. Don’t you think it is? 

Mr. Anprews. It could be but I don’t have any direct contact on 
that situation. The brokerage rule as drawn up in our trades is a 
permissive one, and outside of establishing the maximum rate and 
certain exceptions, the matter of brokerage payment has been one 
between the individual line and certain brokers so I don’t get into 
that phase of the business at all. 

Mr. Warren. Mr. Andrews, whose obligation, in your opinion, is 
it to lift cargo on a vessel? Is it the carrier’s or is it the exporter’s 
obligation? 

Mr. ANpDREws. Well, you are getting into a field which doesn’t 
come within the purview of rate agreements. You are coming into 
operations. 

Mr. WarreEN. What would be your opinion on that, sir? 

Mr. AnpREws. Well, are you talking ports of loading or ports of 
discharge? In some cases it is different on the other side. 

Mr. Warren. I am speaking of ports in the United States. 

Mr. Anprews. So far as the reception of cargo is concerned, he 
has to put it alongside, as I testified here, or put it on the dock. 

Mr. WarrEN. Who does the work after it is placed on the dock? 
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Mr. Anprews. The carrier or his agent. 

Mr. Warren. Let us assume that a steamship line did not have 
facilities to handle this cargo, and you have conceded it is the line’s 
obligation to handle it. Next, assume that a company like United 
States Steel has available heav y equipment and the services to handle 
it. The carrier agrees to use this equipment. If United States Steel 
complies, do you believe that under this circumstance the carrier might 
be obligated to pay a reasonable fee to the United States Steel for 
these services? 

Mr. AnpREws. You are getting down to some specific case in which 
I am not qualified. I don’t get into operations. 

Mr. Warren. I am not speaking specifically, only hypothetically. 

Mr. AnprEws. I have never heard of a case like that. 

Mr. WarreEN. Since you have conceded it is the obligation of the 
carrier to place the cargo on the ship, if that occurred, and the facili- 
ties were those of the United States Steel Co., then ‘would not the 
carrier reasonably compensate United States Steel? 

Mr. AnpreEws. I thought we were talking about the overall picture. 

Mr. Warren. We are, and this has a bearing. I would like for you 
to answer the question. 

Mr. Anprews. If I understand your question correctly, if there 
was a ship loading and a shipper, whether it is United States Steel or 
somebody else, had heavy-lift facilities alongside and the lines also 
had some heavy lift to put into the vessel and they got together and 
made a deal to take care of the expenses of each of the parties, I don’t 
see any harm in that at all. 

Mr. WarreEN. You would not consider that any kind of rebate from 
the carrier? 

Mr. AnpreEws. No; not in my opinion but, as I said before, it is an 
operational matter. It does not come within the purview of our rate 
agreements. 

Mr. WarREN. Suppose, sir, that an exporter who did not use a 
freight forwarder prepared his own export declaration on one of his 
own shipments. Would you feel, sir, that the exporter would be en- 
titled to compensation from the carrier for this service? 

Mr. ANprews. You mean in the 1\%-percent category? 

Mr. Warren. Yes. 

Mr. Anprews. The law prescribes you cannot pay brokerage to a 
shipper. I just read that. 

Mr. Warren. Yes; but we will call it compensation. If an 
exporter who does not use a freight forwarder prepares his own export 
declaration, do you believe the ocean carrier should compensate in 
any manner this exporter for his work? 

Mr. AnprEws. I don’t believe so, personally, no. 

Mr. WarrEN. You do not, sir? 

Mr. Anprews. That is correct. 

Mr. Warren. Would you say in that case that the ocean carrier 
benefits from this service, the preparation of the declaration? 

Mr. Anprews. It is up to the merchant or his agent to furnish the 
carrier with the export declaration. 

Mr. Warren. To prepare the declaration. Would you say this 
benefits the ocean carrier? 

Mr. Anprews. If it is his obligation to furnish it to the carrier, why 
should the carrier have to pay for it? 
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Mr. WarrEN. Yes. But, nevertheless, even though it might be his 
obligation to prepare it, would you say that the carrier benefits from 
such preparation? 

Mr. Anprews. If there is a particular ship and if you can hurry 
and prepare all of its documents to get the ship out in time, it might 
be of convenience to the particular carrier at that time; yes. 

Mr. Warren. It could possibly be? 

Mr. AnprEws. Yes, but that would be the exceptional case. 

Mr. WarreEN. But you still say that the carrier should not com- 
pensate him just because it benefits in that case? 

Mr. Anprews. I will have to excuse myself. I cannot hear very 
well. You said something about benefit. 

Mr. Warren. I think you have conceded in this case that there is 
benefit cr value rendered to the carrier. 

Mr. Anprews. Of the carrier at times, that is correct. 

Mr. Warren. But you say that the carrier is under no obligation 
and should not pay the exporter in this case for such service. 

Mr. Anprews. That is my opinion. 

Mr. Warren. Now, let us inject a shipper’s agent into the scene. 
Let us assume that the exporter designates an agent. We will call 
him, if you please, a freight forwarder. 

Mr. ANprEws. Compensate him for what, Mr. Warren? 

Mr. Warren. For the preparation of the export declaration. 

Mr. Anprews. Our lines don’t compensate him for that. This is 
a forwarding service which he performs for the exporter. 

Mr. Warren. But haven’t you said that you are paying brokerage 
for services rendered of value? 

Mr. Anprews. In securing cargo and doing many other things. 

Mr. Warren. What are those other things? 

Mr. Anprews. I can give you a list of them. I think I have 
prepared some just for your benefit. 

Mr. Warren. Is it not true that one of these things is the prepara- 
tion of the export declaration? Isn’t that of definite benefit to the 

carrier? 


Mr. Anprews. Yes; it is a benefit. There are many other benefits 
Loo. 

Mr. Warren. If vou do not believe that the shipper should be 
compensated for it, is it not inconsistent with your position that the 
forwarder should be compensated? 

Mr. ANprews. There are many reasons why the carrier in each and 
every instance could not pick out and exercise its own discretion as to 
whether they will pay brokerage on this particular shipment or not. 
As I say, it is the general custom and practice in our trades for many 
years. You have asked for some types of services rendered. I put 
down a number of them. In addition to those already shown in my 
statement there are many others such as the preparing and filing of 
export declarations and also having them notarized; the heavy air- 
mail expenses involved in the distribution of documents abroad to 
get them there on time; also furnish the carriers with advance informa- 
tion and insurance of cargoes. 

| might stop there by giving an example which my lines tell me hap- 
pens every once in a while. A carrier has a vessel on berth to load 
in maybe, say, 5 or 10 days. He looks over his booking sheets and 
finds‘he needs about 500 tons of measurement cargo. He knows the 
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freight forwarders or brokers handling this type of measurement cargo. 
He calls him up and says, “I am in bad circumstance on this ship. 
Could you dig up 500 tons of measurement cargo?”’ 

He says, “T have some with another carrier. Maybe I can help 
them out later.’’ This is a service to our lines. 

Mr. Warren. Which creates an obligation to pay. 

Mr. Anprews. I don’t know whether it is legal. I can’t touch on 
the legal feature of it. 

Mr. WarREN. It is definitely a service to your carrier. I agree. 

Mr. AnDrews. It is a service to our carrier. You asked for some 
of the reasons. Many manufacturers, especially small ones, with 
principal business for domestic trade, might send their packages here 
which are only suitable for domestic transportation in a car. So 
the freight-forwarder broker would repack it for export. There is 
also the question of banking and documents on export, collection 
against letters of credit. 

Mr. Warren. To prepay the freight. 

Mr. AnpreEws. To prepay the freight. 

Mr. Warren. Do you believe you should pay a commission to a 
forwarder for paying the bill that the shipper is obligated to pay in the 
first instance? 

Mr. Anprews. I don’t know the practices of all of our lines. 

Mr. Warren. Would you answer that question? 

Mr. Anprews. They do take due bills to which I am referring now 
from a freight forwarder in the name sometimes of the shipper as 

agent. 

Mr. Warren. Mr. Andrews, don’t mistake me. 

Mr. AnpreEws. I haven’t finished some of these reasons. 

Mr. Warren. We have heard enough. Don’t mistake me, sir | 
am not belittling these services. I was pointnig out a situation. 
According to your answer, I take it that the shipper’s agent, namely, 
the freight forwarder, if he prepared an export declaration, is not en- 
titled to compensation from the carrier on that premise. 

Mr. AnpreEws. Not on the export declaration, no. 

Mr. Warren. That is all I have. 

Mr. ANpDREws. My purpose is to be informative to the committee 
and give them the full story as I dug it up. I didn’t have very much 
time to do it, you know. If you wish to listen to these other reasons | 
will be very glad to give them to you. 

Mr. Kuiuczynsxi. Are there any further questions, Mr. Chase? 

Mr. Cuase. I have none. 

Mr. Kuvezynskr. Mr. Davidson? 

Mr. Davipson. No questions. 

Mr. Kuvuczynskr. That completes it. Thank you, Mr. Andrews, 
for your wonderful testimony. 

We have three more conference witnesses who will be heard this 
afternoon. We will now recess until 2:30 this afternoon. 

(Whereupon, at 12:10 p. m., the committee was recessed, to recon- 
vene at 2:30 p. m. the same day.) 


AFTERNOON SESSION 


Mr. Kuiuczynskr. The subcommittee will come to order. 
As was stated this morning these hearings are in continuation of a 
series of hearings covering major ports throughout the country on 
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the subject of ocean freight forwarding and brokerage activities. 
We are a special subcommitiee of the Committee on Merchant 
Marine and Fisheries. 

I am sorry that the chairman of the subcommittee is not present 
due to illness. He may be here tomorrow or Friday. I am taking 
over as acting chairman. I am John C. Kluczynski, of Illinois. We 
have Mr. Chase on my left, Mr. Davidson of your fair city of New 
York, and our counsel, Mr. Warren. 

As our first witness we will have Mr. James A. Dennean representing 
the Far East Conference. 

Mr. Dennean, will you identify yourself to the stenographer? 


STATEMENT OF JAMES A. DENNEAN, CHAIRMAN OF THE FAR 


EAST CONFERENCE; ACCOMPANIED BY ELKAN' TURK, 
COUNSEL 


Mr. Dennran. My name is James A. Dennean, chairman of the 
Far East Conference located at 11 Broadway, New York City. Mr. 
Chairman, as [ understand it you want me to proceed with the 
statement. 

Mr. Kuuczynsk1. You may do so if you wish. 

Mr. WarrEN. Before proceeding, Mr. Dennean, if you please, 
this subcommittee requires of you to poll your membership, and 
ascertain whether or not any of your member lines have taken before 
this subcommittee at earlier proceedings a position on this issue con- 
trary to the statement you are offering. 

Mr. Dennean. I will be glad to go into that. 

Mr. Warren. That information will be held in confidence. 

Mr. Dennean. I know to what you refer; yes. This is my state- 
ment on behalf of the members of the Far East Conference. 

No. 1: Conference or association background, the Far East Con- 
mete 

The Far East Conference was organized in 1922. Its organization 
was accomplished by the approval, under section 15 of the Shipping 
Act, 1916, of its basic conference agreement by the United States 
Shipping Board. The agreement was designated as ‘Agreement No. 
17.” The conference members presently comprise 23 common 
carriers by water in the trade within the scope of the conference 
agreement. 

The territorial scope of the conference agreement embraces the 
trade from United States Atlantic and Gulf of Mexico ports to ports 
in the Philippines, Indochina, Hong Kong, China, Manchuria, Siberia, 
Korea, Formosa, and Japan. Our members do not call at ports in 
such territories as China, Manchuria and Siberia, with which the 
United States does not countenance commercial intercourse. 

As chairman of the Far East Conference, I am the executive officer 
of the conference and preside over all of its meetings. 

Prior to my election as chairman of the Far East Conference, 
effective January 1, 1946, I had been in the steamship business for 
a period of approximately 28 years. Initially, I was employed by 
the Robert Dollar Co. but latterly served for many years with Furness 
Withy & Co. 

This statement was prepared after consultation with representatives 
of all of the members of the conference, who appeared to be in entire 
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agreement with respect to the answers to be made on all of the subjects 
included in the outline attached to the letter from the Honorable T. A. 
Thompson to me dated January 10, 1956. After the preparation of 
this statement it was submitted to all the members of the conference 
and I am authorized to state that it has their unanimous approval. 

Incidentally, I have tried in the statement to follow the questions 
in their chronological order as set out so that they could be readily 
identified. 

No. 2: Matters concerning the use of and the compensation received 
by forwarders and brokers on Government export shipments. 

(a) The propriety of paying brokerage: I believe that the payment 
of brokerage to a forwarder-broker is proper when the shipper is the 
Government if such payment would have been proper if the shipper 
had been a private individual. I can see no distinction dependent 
upon the private or public character of the shipper. Whether the 
payment of brokerage in either case is proper depends upon the 
relationship of the forwarder-broker to the shipper and to the respec- 
tive cargoes which carriers transport for the shipper. With this point 
I - il in the several subdivisions below. 

b) The reasonableness of compensation: The members of the Far 
East Conference pay brokerage at the rate of 14 percent on all ship- 
ments, public or private, with respect to which brokerage is payable. 
The brokerage at that rate has been regularly paid by the members of 
the conference for over 30 years with the sole exception of the period 
in the early 1930’s when the conference lines were involved in a rate 
war. During that period, brokerages at a higher rate were paid. In 
most liner trades out of the Atlantic and gulf coasts, where exceptional 
competitive conditions do not exist, brokerage at the rate of 1% percent 
is regularly paid. I consider this customary rate of brokerage as fair 
— 7 asonable from the standpoint of the carriers. 

T ype of services rendered: The type of service rendered by the 
sie ete ‘r-broker with respect to shipments of Government cargoes, 
varies from agency to agency and almost from shipment to shipment. 
as is the case with services in respect to private shipments. In all 
the cases, the agency designates a broker, from what I understand to 
be, a rotating list of forwarders. In some cases, the booking is made 
directly by the agency with the carrier and in other cases by the broker 
with the carrier. Where the forwarder’s services commence depends 
largely on whether the shipment originates at seaboard or at inland 
points. 

In the latter case, the forwarder expedites the shipment, making 
certain that it will be ready for loading when the ocean carrier calls 
for delivery. It is as important that the cargo arrive in time for 
proper loading aboard the vessel as it is that the cargo be booked in 
the first instance; for booked cargo which does not arrive means loss 
of revenue if substitute cargo cannot be obtained. The forwarder- 
broker further attends to the proper documentation of the shipment. 
He sees to it that proper dock permits are obtained; that proper export 
declarations are filed and properly processed; and ‘that bills of lading 
are properly prepared for signature by the carrier. All of our lines 
have expressed themselves as preferring to deal with these Government 
shipments through the experienced trained personnel that we find in 
most forwarding organizations. 
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(d) The right to participate in commercial type military shipments: 
I understand that the subject matter of this caption is the so-called 
MSTS movement. These cargoes are confined entirely to American- 
flag line vessels and do not move by the conference lines generally. 
The conference e, therefore, as such, has had no adequate experience 
with this type of movement such as would justify it in expressing an 
opinion on the subject. As a matter of fact this type of cargo does 
not move under the regular conference tariffs and the rates are made, 
as I understand it, subject to negotiation between American-flag lines 
and MSTS. 

Analysis of services forwarders and brokers render to carriers 
and to shippers on commercial export shipments: The community of 
forwarders-brokers constitute a vitally essential segment in the foreign 
commerce of the United States. The services which they render, as 
above stated, may vary widely from shipper to shipper and even from 
shipment to shipment. Although many of these services may not be 
properly compensable by the carriers, nonetheless the carriers from 
long experience have found that they ‘benefit treme ndously from the 
principal services which the forwarders render in the first instance 
essentially to their shipper-principals. 

As indicated above, with respect to Government cargoes, the very 
timing by the forwarder of the various elements of overland trans- 
portation so as to enable the cargo to be ready at the critical moment 
is of tremendous value. Likewise, when the cargo arrives at sea- 
board the broker makes arrangements either by truck or by railroad 
equipment to deliver the cargo alongside vessel or on dock. 

In addition to the rendition of the services above set forth, the 
skilled freight broker and forwarder keeps himself currently informed 
with regard to the requirements of the various departments of the 
United States Government relative to licenses, permits, and the like, 
and also to the requirements of the government of the country of 
destination. When the goods are ready for shipment the forwarder- 
broker sees to it that the documentation complies with the require- 
ments of both country of origin and of destination. In most cases 
he sees to it that proper export declarations are on file and presents 
copies thereof to the carrier together with ocean bills of lading properly 
filled out. 

The importance of the export declaration is twofold. In the first 
place, the carrier is not permitted to load the cargo until such validated 
export declaration has been submitted to the carrier. In the second 
place, it is the obligation of the carrier to file with the customhouse a 
copy of the export declaration to cover every item on the ship’s mani- 
fest in connection with the final clearance of the vessel. The carriers 
are most directly benefited by those portions of the above services 
which are prerequisite to the clearance of the vessels from American 
ports so that they may enter upon and perform their voyages. 

In addition to the foregoing, of course, the freight forwarder-broker 
is a source of a great deal of cargo for all of the carriers, and as shown 
in item 4 (h) below, renders an invaluable service to the carriers in 
connection therewith. Moreover, the forwarder-brokers keep them- 
selves informed as to the tariffs of the carriers operating in various 
trades, sailing schedules, routing information, and the like. Their 
customers look to them, in the first instance, for detailed information 
and advice on these subjects. Were it not for the service of this 
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nature rendered by the forwarder-brokers, the carriers would find it 
necessary to augment their staffs to handle thousands of telephonic 
and written requests for information of this sort. The resulting pay- 
roll saving to the carriers is substantial. 

Apart from the cost savings to the carriers in having the forwarder- 
brokers perform this information center function, it is our view that 
the information distribution function is more efficiently handled by 
the forwarder-brokers acting as specialists than it would be if it were 
distributed among the office staffs of the various carriers, 

4. Position of witness regarding: (a) Legal status of forwarder and 
broker. The forwarder and broker is engaged by the shipper to 
render certain services in connection with an export transaction. To 
the extent that the carrier accepts the benefit redounding to his 
advantage resulting from the rendition of those services, the carrier, 
in my judgment, should pay the usual rate of brokerage which in 
this trade is 1% percent. 

(6) Importance of forwarders to small and large shippers, carriers, 
and developing the foreign commerce of the United States: It is my 
view that the services of the forwarder are an essential factor in 
promoting the export business of the United States. Many small but 
growing enterprises in the interior are conducted by businessmen 
who have never had any contact with export sales. In many cases 
they are so uninformed as to the methods and details of handling 
export shipments that they would be deterred from entering this 
field if there were not available such a profession as the forwarder- 
brokers who can initiate them into what would otherwise appear the 
mysteries of exportation, security for purchase price, proper docu- 
mentation, and the like. 

Mr. Warren. Mr. Dennean, has anyone suggested to you that 
forwarder-brokers should not be available to serve smaller shippers? 
My point is, Why did you refer to the fact “if they are not avail- 
able’? Who has suggested that they will not continue to be 
available? 

Mr. DenNEAN. No one has suggested that at all. I am merely 
developing a point here in this statement which, if it has not been 
developed, will develop later: that we feel, and sincerely so, that 
the forwarders and brokers are essential to the foreign commerce of 
this country and we feel that if by some chance they were eliminated— 
and I do not think they will be—it would place a heavy burden on 
the carriers. 

Mr. Warren. When you say if they were eliminated, do you mean 
if the receipt of brokerage were eliminated? 

Mr. Dennean. That might be covered later in the statement, but 
if the brokerage were eliminated I personally do not think that the 
forwarding industry is going to fold up at all but it would be greatly 
curtailed, I feel sure of that, if they were to rely purely on forwarding 
fees and so forth. 

Let us assume two things: No. 1, if they were eliminated altogether, 
it would place a heavy burden on the carriers. If their services are 
curtailed to any appreciable extent, then there would also be a burden 
on the carriers. 

Mr. Warren. Do you mean if brokerage were eliminated? 

Mr. Dennean. If brokerage were eliminated there would be a 
curtailment of a number of forwarders. 
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Mr. Warren. Mr. Dennean, you are probably aware that some 
forwarders have suggested that there might be too many forwarders 
in foreign commerce today. 

Mr. DenngEAN. I am not prepared here as a steamship man to 
make the statement that there are too many forwarders. I do not 
know that. 

Mr. Warren. Your position is that you think that if brokerage 
were eliminated this would curtail the number of forwarding concerns? 

Mr. DrennzEANn. I certainly think so. 

Mr. Warren. And you are worrying whether or not forwarding 
services would devolve upon carriers to perform, and you do not want 
to perform them. 

Mr. DeNNEAN. That is right, and I believe that would happen. 
I believe that the carriers would be buried if the number of forwarders 
were greatly curtailed and the burden were then put on the carriers. 
We would not like that. I do not think we are capable of handling 
that type of work in the first place. 

Mr. WarrEN. Do you feel that these services are essentially and 
principally services that must be performed as the obligation of the 
exporter? 

Mr. Dennean. What services? 

Mr. Warren. These forwarding services. Or, is it the carrier’s 
responsibility, based on your experience, to perform these services? 

Mr. Dennean. I think it is either the exporter or his agent that 
must perform them. 

Mr. Warren. In any event, they must be performed and you are 
indicating that carriers generally do not want to go into that field. 

Mr. Dennean. They must be performed and they will be performed 
by the exporter or his agent or in the last analysis the carrier. 

Mr. WarREN. Sir, let us assume that some of the forwarders were 
put out of business because of possible elimination of brokerage, 
and we are only theorizing here. Would you assume that some of 
these small shippers would, nevertheless, have to employ forwarders? 
Why would this affect the number of forwarders that are required 
and are essential to foreign commerce? 

Mr. Dennean. I think myself, to answer that question—and it is 
a good question—that the forwarders could answer it more intelli- 
gently than I could but it would be my judgment as a man who has 
only been in the steamship business and not in the forwarding busi- 
ness, that if you were to eliminate brokerage there are a great many 
forwarding concerns who could not operate. They probably would 
go out of business even as forwarders. And I think that others would 
be curtailed, their services would be curtailed or they might go out 
of business entirely. I think it would have a very serious impact on 
the forwarding business. 

Mr. Kuuczynsx1. Mr. Davidson? 

Mr. Davipson. Mr. Dennean, I take it from your statement that 
you are of the opinion that, since brokerage represents a large per- 
centage of the freight forwarders’ income and is therefore quite im- 
portant to him, if not conceivably essential to him for his economic 
existence, that that is a very proper consideration in favor of the 
payment of brokerage fees; and you feel that these brokers, I think 
your statement indicates, render a service to the carrier which is 
important as well as a service to small shippers and other people 
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throughout the country in the course of the maritime business of the 
United States. 

Now, I think your views are very clear. You are cognizant, I am 
sure, of the fact that th ‘ey represent views quite divergent from those 
of some of the steamship men, some of the conference representatives 
whom we have heard throughout the United States. 

Could you, as a matter of opinion if nothing else, account for that 
great divergence of views? There are some steamship men, some 
representatives of conference carriers who say ‘Well, we shouldn’t 
pay any brokerage to these fellows. They do not do anything for us.” 

You say they do something for the carriers; they represent quite an 
important service to you which you think you would like to keep. 
Can you give us your opinion as to why there should be this dens 
divergence and why some steamship men sh ould say “They are not 
entitled to any brokerage because they do not earn it. Let the 
shiprers take care of it.’ 

Mr. Dennean. Congressman, I think in the first part of your 
question you certainly reflected my position very accurately. Now 
you are asking me why it is that I take this position or rather our car- 
riers take this position so different from the position taken by others. 

Mr. Davipson. Excuse me. I am not questioning you as to why 
you take your position. You have made yourself clear. 

Mr. Dennean. You want to know why this distinction is being 
made? 

Mr. Davipson. If you can tell me. 

Mr. Duennran. I am quite reluctant to enter into the whys and 
wherefores of these other people. I have differences of opinion and 
have wide differences of opinion on this subject. 

This must, in all fairness, be borne in mind: I have been in this 
business for many years and I have been in this Far East trade for 
the entire length of that time, thirty-five-some-odd years, and during 
that period we have always paid brokerage. I have been brought up 
with this brokerage question. 

It never entered my mind as to whether brokerage should be paid 
or not. We have been paying it all these years. In those other areas 
where you held your hearings perhaps brokerage has not been paid. 
In fact, I know it has not been paid. They went through public 
hearings on that subject. Their viewpoint no doubt is entirely dif- 
ferent, at least from my viewpoint. I have been brought up with 
this situation. I have grown up with these brokers, these men that 
you see in this room. 

Mr. Davipson. Your experience is that they have been important 
to your steamship people, your carriers? 

Mr. Dennean. That is my very considered judgment and what ; 
am trying to develop in this statement with the help of counsel, 
might say, is to show that brokerage is not being paid just for ‘ 
booking of cargo or not booking cargo; that there is an overall con- 
sideration to be shown here. 

These brokers whether we like it or not do something for us. 
Essentially they are employed by a shipper, as an agent for the shipper, 
but there is an overlapping here. ‘There is a line of demarcation 
which I cannot draw because I don’t know where to start. 

In handling shipments for the shipper they perform certain func- 
tions that benefit us. The benefit flows to us. When a broker handles 
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a shipment from Indiana or Ohio for a shipper and he brings that 
shipment alongside our vessel, if he didn’t do it we would have to do 
it. We would have to expedite that shipment. 

When a shipment arrives in the port of New York, let us say, if it 
is a carload shipment he arranges with the railroad to lighter it and 
follows up the railroad to get it down to us when we ask him to do it. 
If there is no forwarder we are going to do it. We don’t like to do it. 
We like to be relieved of that and we are being relieved today. I 
think you will find that the whole tenor of my statement centers 
around that feature, that this is an all-embracing service here. 

I am sort of deviating from my statement, but to me a forwarder 
and a broker is an interchangeable word. Frankly, until this hearing 
started it never occurred to me there was a difference. To me a 
broker was a forwarder and a forwarder was a broker. We have been 
paying this brokerage all along. Until this question of the line of 
demarcation was brought into the picture we never thought of it. 

Mr. Davinson. In other words, you do not get legalistic about it. 
You do not say he is on the side of the stes :mship- people or the shipper. 
You say he is in the middle. You do not get any more technical than 
that about it. 

Mr. Duennean. As far as I am concerned in the first instance the 
shipper employs the forwarder. 

Mr. Davinson. I know that. 

Mr. Dennean. Then we come into the picture with the forwarder. 
[t is a triumvirate working together here in these cases, booking the 
cargo. Sometimes he books cargo and sometimes he doesn’t. But if 
he doesn’t book cargo he performs other services which we think are 
very essential to us; preparing bills of lading, tracing the shipments 
into seaboard, preparing these export declarations, et cetera. 

Mr. Warren. Basically, there are miscellaneous functions that are 
of value to the carrier and it makes no difference to you whose legal 
responsibility it is; is that true? 

Mr. Dennean. I am saying in this statement very shortly, and in 
fact it is in the next paragraph, that I feel that the forwarders render a 
service to us for which we are paying a fee and it would be exactly the 
same thing, let me say to you—and if this is analogous I don’t know 
if I leave this building and go and get a shoeshine and the shoeshine 
is a dime and I put my shoe on that boy’s box and he shines my shoes, 
performing a service for me, I pay for that service. 

These brokers in my judgment render a service for me. Someone 
might say that is a shipper’s service. True, but if I have cargo 
booked for my ship the cargo doesn’t do me a bit of good unless it is 
in my ship. It doesn’t do me a bit of good unless I have the cargo. 

Mr. Kuiuczynskt. Before you resume your statement, let the record 
show that Mr. Davidson is now returning to Washington where he 
has introduced a resolution to decorate Dr. Salk. He will return 
tomorrow. 

Mr. DenNEAN. In many cases they are so uninformed that they 
would be deterred from entering this field if there were not available 
such a profession as the forwarder-brokers who can initiate them into 
what would otherwise appear the mysteries of exportation, security 
for purchase price, proper documentation, and the like. At the same 
time, it would appear that these very small but growing enterprises 
who are most in need of the guidance which the forwarding industry 
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can supply, are perhaps the least able financially to pay any large 
fees for the development of an untried export trade, the profitability 
of which is still unknown. The same considerations apply, though 
possibly in lesser measure, to the growing exporter who is located at 
or near the seaboard. 

(c) Source of forwarder’s income and significance of each source. 
I know that the forwarder-brokers receive brokerage from steamship 
carriers. It is my information that, in appropriate cases, they are 
paid forwarding fees by the shipper. I have no information as to the 
relative significance of these items. 

(d) Deunition of brokerage’ I define brokerage as the compensa- 
tion paid by ocean carriers to forwarder-brokers for the services ren- 
dered by them which are beneficial to the ocean carriers. 

(e) Responsibility of carrier to insure that brokerage is payable 
where properly earned and only to those legally entitled to receive it. 
The responsibility of a carrier to pay brokerage where properly earned 
arises from the definition of broke rage set forth above in 4 (d). The 
members of the Far East Conference have atte mpted to protect them- 
selves against the receipt of brokerage by those not entitled thereto, 
by the adoption of rule 11 of the conference rules and regulations, 
which is as follows: 


11. Brokerage.—Brokerage shall not exceed 1% percent of the gross freight to 
ports named in this tariff. No freight brokerage shall be paid where the freight 
broker’s name is shown as the shipper, or as agent, unless sworn evidence of the 
name of the shipper or principal is furnished the carrier on the following broker’s 
affidavit form: 


being fully sworn says: I am an officer, to wit: 

of —————————— which is a corporation, and which is the shipper mentioned in 
the bill of lading No. —— although mentioned in the bill of lading as the shipper 
is not in fact the shipper, but is named therein only as the broker of the actual 
shipper who is ——— — and whose address is —————— has no right, 
title, or interest in or to the merchandise described in said bill of lading except 
for freight or other incidental charges that may have been advanced and is not 
concerned in said shipment except as broker for said ————————. This 
affidavit is being made and the stateents herein are being sworn to in order to 
induce the carrier named in said bill of lading to pay said —----————_ brokerage 
based upon the bill of lading freight which the afhant knows that the carrier would 
not do but for the representations herein made. 


Sworn to before me this day of ———————_ 19 


The rules and regulations above referred to, of which rule 11 is a 
. PS . rn 7, X 
part, constitute a part of the official tariff of the Far East Conference 
which has been duly filed with the Federal Maritime Board. In ad- 
dition, the conference includes in its regular form of freight contract, 
clause 7, which reads as follows: 

7. In compliance with section 16 of the Shipping Act, 1916, payment by the 
carriers and the acceptance of freight brokerage by the broker is with the strict 
understanding that no part of the brokerage thus collected shall revert to the 
shipper, or to the consignee, and that the business of the broker is in no sense 
subsidiary to or affiliated with that of the shipper or the consignee. 

We have never had any complaints before the conference that any 
conference member has been paying brokerage improperly. 

(f) Performance of forwarding functions by carriers and practice 
in regard thereto: Only two of the members of the Far East Confer- 
ence are registered with the Federal Maritime Board to do forwarding 
work. One of these lines renders such service only infrequently, and 
in case of emergency; the other renders forwarding service in one of 
the nearby offshore trades, but not in the Far East trade. The agents 





FOREIGN FREIGHT FORWARDERS AND BROKERS 491 


for some of the lines, particularly in the smaller ports where general 
forwarding services are limited, are registered with the Federal Mari- 
time Board as forwarders and, I understand, do render such a service 
from time to time. 

(g) Basis for paying brokerage: I believe that the basis for paying 
brokerage is implied in my definition of brokerage set forth above 
in 4 (d). 

(hk) Extent of solicitation activities between conference, carriers, 
and shippers: At the present time, the carriers solicit many shippers 
and also the forwarder-brokers. They maintain solicitation staffs 
which they consider adequate for this basis of solicitation. However, 
it must be pointed out that there are thousands of small shippers, 
located not only at seaboard but hundreds of miles inland, who are 
not at the present directly solicited by the carriers by personal con- 
tact. The routing of the shipments of these numerous small shippers 
is almost always controlled by the forwarder-broker with whom they 
customarily deal. Accordingly, the carriers, by solicitation of a 
relatively small number of forwarder-brokers, are able to accomplish 
all that is necessary in the way of solicitation of the business of these 
numerous small accounts. If the services of the forwarder-brokers 
in the solicitation of small accounts were not available, it is the 
opinion of all of our members that a sizable increase in their solicitation 
staffs would be necessary in order for them to reach the shippers direct. 
The additional cost to the carriers would be very substantial. 

May I interpose something there? In drafting that statement 
I had in mind the great amount of general cargo of this type handled 
by the freight forwarding industry or fraternity in New York. I did 
not have in mind the forwarders in other areas such as the South 
Atlantic or the gulf. I am referring, as I say here, to the small shipments 
coming from the area adjacent to the port of New York and I don’t 
think the same situation exists in the gulf area, for instance, or in the 
South Atlantic. 

Mr. Warren. What volume of cargo moves in your conferences 
under the contract system? 

Mr. Dennean. What volume moves? 

Mr. WarkEN. Approximately. Is it the most substantial amount? 

Mr. Dennuan. Yes, quite substantial. I was trying to figure it 
out. Roughly I should think about 70 percent. I think for the 
record I would like to explain that by saying that there are 2 or 3 
commodities which move in very substantial quantities on which our 
rates are open and which are not under the contract system so I 
have to eliminate those and say that they are not under the contract 
system. 

Mr. WarrEN. These additional solicitors which you might have to 
employ, assuming the conditions you did, would be engaged in solicit- 
ing, I take it, the remaining percentage of that cargo? 

Mr. Dennuan. Yes, of our regular cargo. 

Mr. Warren. Which would account for the percentage less the 
percentage you just quoted? 

Mr. DENNEAN. Let us be frank about this thing. I have seen 
statements made in the newspapers that perhaps with the forwarders 
controlling this business that you do away with soliciting staffs and 
so forth, but it just cannot be done in our business. It does not 
work that way. 


70668—56 





49? FOREIGN FREIGHT FORWARDERS AND BROKERS 


We solicit the forwarders and the shippers. You have this whole 
Middle West section of the country where the carriers go into the 
area with their offices and solicitors and solicit business. 

Mr. Warren. Mr. Dennean, do you feel that there is any duplica- 
tion of solicitation effort on the part of the steamship lines where the 
steamship lines are not only soliciting certain shippers whom they 
deem are large enough to merit solicitation, but also the forwarders 
who are designated by those shippers? 

Mr. Dennean. Well, you are asking a question of a man who has 
had a lot of soliciting experience and you have run into very few of 
them so far in this case. I have solicited cargo for 28 years before | 
took this job. I solicited for an American line in the first instance 
and a British line in the second, and I am telling you that you must 
solicit the shipper as well as the forwarder. You do not know tomor- 
row morning whether the forwarder is going to have that account and 
if it is a big shipper you do not want to lose contact with that big 
shipper. For goodness sakes, it would be utterly ridiculous to think 
so. Whom shall we take in the Chicago area—Swift & Co. 

Mr. Kuuczynsktr. One of the packers; yes. 

Mr. Dennean. You are from there, Congressman. We take Swift 
& Co. in Chicago. He deals with a broker in New York. That broker 
might book the cargo and might not give me any cargo. After all, we 
are talking about individual lines, not 23 lines. Each line is on its 
own. Iam going to call on Swift & Co., I can assure you, to see that 
I get my share of that business and I am going to call on that broker. 

This is a big business about which we are talking. This is not pea- 
nuts. This runs to millions and millions of dollars. We must keep 
these contacts. Furthermore, there is a question of competition in the 
case of the Far East trade. You take the fellows from the gulf where 
you just came from. They have to have these offices in the interior 
and the solicitation because cargo will move to the Pacific coast. We 
are competing with the Pacific coast. 

Mr. Warren. We appreciate your comments, but in the interest 
of time we would appreciate your proceeding with your statement. 

Mr. Dennean. I wanted to get that point in this record because 
in this statement it is not quite clear as to what I was referring to. 

Another valuable solicitation function performed by the forwardec- 
broker arises in times when cargoes are scarce, or when a particular 
vessel finds itself in distress for cargo. In such case, the traffic 
department of the affected line calls on its shippers and the forwarder- 
brokers to provide such additional cargo as will relieve the situation. 

From what has been said, I believe that it becomes clear that the 
value of the services rendered by the forwarder-brokers to the car- 
riers can be estimated only over a considerable period, for example, 
a year. It may be that on certain shipments he may have rendered 
insignificant services upon which it will be difficult to place a tangible 
value, but over the entire period he may have been instrumental in 
assuring to a particular carrier a very substantial volume of cargo, 
such as to justify economically the payment to him of the brokerage 
earned on a year’s freight. 

(i) Factors affecting forwarder’s selection of particular carrier to 
handle a particular shipment: I have no first-hand knowledge with 
respect to these factors. 
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5. Existence of abuses and questionable practices involving the use 
of forwarders and brokers, including suggestions for correcting such 
abuses and practices, for example: 

(a) Rebating brokerage; splitting brokerage with shipper; or 
reducing or waiving forwarding fee. 

I know of no instance of any of these abuses. We have set forth 
in our answer to 4 (e) the measures which our conference has taken 
to avoid the first two of the above-suggested abuses. With respect to 
the last suggested abuse, we have no way of determining whether it 
exists or of stopping it if it does exist. It should be said that General 
Order 72 of the Federal Maritime Board is, as I understand it, directed 
to the elimination of all of these practices. 

(6) Payment of brokerage to dummy forwarders: I! know of no 
instance of any such abuse. The comments set forth under (a) above 
apply here. 

(c) Payment of brokerage when not properly earned: I know of no 
instance of any such abuse. I have set forth above under 4 (e) the 
measures which the conference has taken to guard against this prac- 
tice. Because of the considerations which I mentioned in 4 (h) above, 
it would be difficult, if not impossible, for a carrier to determine 
whether, with respect to any individual shipment, brokerage had 
been properly earned in the sense of equating value of service and 
amount of compensation. 

To pursue the question of the proper earning of brokerage to its 
ultimate conclusion in the case of any considerable number of ‘shippe rs 
would require the investigation of the multitudinous transactions of 
such shippers and the exact type of service a broker performs in 
connection with each shipment. This would present to any ocean 
carrier an almost impossible task. 

6. Sufficiency of existing laws and regulations purporting to 
regulate forwarders and brokers including the need for additional 
legislation or measures which more properly regulate this industry. 

I have no particular suggestions to make at this time in reference 
to the adoption of further laws regulating the forwarding industry. 

Now, might I, Mr. Chairman, say that you also wrote a second letter 
asking for broker rage fees and certain other information which I am 
going to furnish you separately. 

Mr. Kuivuczynskr. Thank you, Mr. Dennean. 

Mr. Chase, have you any pquentatn? 

Mr. Cuase. I have 1 or 2 questions, Mr. Dennean. 

In connection with the payment of brokerage by the carriers, I 
gathered from your remarks that probably the term ‘“‘compensation”’ 
is more inclusive and is a more accurate term than ‘“‘brokerage.”” Am 
I right on that? In other words, can we split the compensation be- 
tween brokerage fees and forw arding fees? 

Mr. Dennean. I would say so. 

Mr. Cuase. Or are the two terms more or less interchangeable? 

Mr. DenneEan. No;J do not think so. I think there is a distinction 
there. The shipper pays a forwarding fee for handling and we pay 
what we have always called brokerage. 

Mr. Cuase. The term ‘compensation’? can encompass more than 
the strict phrase “brokerage,” can it not? 

Mr. Dennean. We think it does. We think we are paying for bene- 
fits that redound to us. 
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Mr. Cuasz. Even though those benefits might be somewhat indirect 
benefits they are substantia] benefits? 

Mr. Dennean. That is right, Congressman. We feel, if I may say 
it quickly, that that is quite true. We feel that this is an essential 
profession and we want to see it maintained. We think that we bene- 
fit from it. 

Mr. Cuassz. And you feel that you are being indirectly benefited but 
nevertheless substantially benefited by keeping the forwarder in 
business? 

Mr. DENNEAN. I certainly do. 

Mr. Cuase. And by cutting off some technically termed brokerage 
fees it might embarrass his financial position? 

Mr. Dennean. I| think it would very seriously affect it. That is 
a guess. After all, [ am not a forwarder. Probably the forwarders 
will make a better statement to you than I can make. It just seems 
to me that if this payment of brokerage were cut off that many of 
these brokers or forwarders would be eliminated and our carriers are 
fearful that it might place an undue burden on them if they were 
eliminated. 

Mr. Cuase. Of course, I do not assume that you are in favor of the 
payment of unearned brokerage? 

Mr. DENNEAN. Well, it would be kind of hard for me to sit here, 
Congressman, and say that I would be in favor of making a payment 
for some service that is not earned. 

Mr. Cuase. The trouble is that sometimes it is rather difficult to 
ascertain whether that is earned or unearned. 

Mr. DENNEAN. It is a very difficult thing to ascertain it in the 
shipping business. 

Mr. Cuase. Do you believe that a definition could be formulated 
that would accurately describe and limit the types of services that 
would be entitled to pure brokerage? 

Mr. Dennean. I do not know whether it could be. It would be 
rather difficult, I am afraid. 

Mr. Cuasz. I notice at page 8 of your statement you define broker- 
age in rather the broad term. In other words, you define it as com- 
pensation and the point I am making is that there is a distinction 
between compensation even though it is justifiably paid to a forwarder 
by the carrier; that it is somewhat different than pure brokerage paid. 

Mr. Dennean. Yes. You see, Congressman, there has been 
stated here today, and I think quite accurately so, that a charter 
broker is in a different category where he performs a true brokerage 
service. Where a shipper goes to a chartering broker with 5,000 tons 
of cargo and is looking for a ship that broker has to go to the tramp 
market and find a ship and negotiate a rate and do a lot of other 
things. 

In the liner trade we don’t do much business with that type of 
broker. In my judgment we are dealing with something entirely 
different here. We are dealing with what is almost like a liner broker. 
He goes beyond the mere booking of cargo. He performs these other 
services in my judgment for which we pay him compensation in the 
form of 1% percent. 

Mr. Warren. Compensation rather than brokerage, strictly 
speaking. 

Mr. Dennean. We call it brokerage. 
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Mr. Warren. Why do you call it brokerage? 

Mr. DennEAN. We have been calling it that all our lives. 

Mr. WarreEN. Something must have prompted it? What do you 
think? 

Mr. Dennean. I don’t know what to think. 

Mr. WarreEN. Could it be because the services have changed over 
the years? 

Mr. Dennean. I think the services possibly have changed over 
the years, and I think it was before my time, incidentally, before 
World War I. Even in my early days I knew brokers who came to 
me with a pad in their pocket and booked 10 tons of cargo and gave 
you a booking sheet, and that is all they ever did. 

Mr. WarREN. So your position seems to be that it is a commission 
or compensation paid for the rendition of all services that a forwarder 
renders of value to carriers? 

Mr. DenneEAN. Inclusive service. 

Mr. Cuase. I have one more point. 

Mr. Kuuczynski. Mr. Chase. 

Mr. Cuase. I believe that your statement shows that you feel that 
you are justified in paying compensation to the forwarder if the carrier 
is benefited by the services rendered by the forwarder. Am I right? 

Mr. DENNEAN. Yes, I think we are paying that Congressman for 
certain things including booking of cargo. 

Mr. Cuase. That is right. 

Now, how about this situation: Assuming that the carrier renders 
those forwarding services where there is no forwarder available? 
If there was a forwarder available you believe that you would be 
justified under certain conditions to pay him compensation because 
you would benefit substantially; but assuming the forwarder was not 
available and the carrier rendered those same services, and the carriers 
have done it as I understand in a few instances, then do they charge 
the shipper for those services? 

Mr. DenneEan. I will tell you, Congressman, if they don’t they 
should. And I feel very strongly about that; that if the carriers are 
rendering that service then in my judgment they should charge a fee 
for it. 

Mr. Cuase. Rather than to expose the carrier to that expense. 
In other words, the carrier renders the service and you believe it is 
proper to charge it to the shipper? 

Mr. DenneEAn. 1 think, then, the carrier is acting in the capacity of 
the forwarder, ap agent for the shipper and should charge the shipper 
for that service the same as a forwarder would charge because other- 
wise it seems to me that there might be a question of discrimination 
entering into it, Congressman, if the carrier takes shipper A and 
handles the shipments for nothing and shipper B, with probably the 
same type of goods, employs a forwarder and he is assessed a fee for it, 
you see, I think that there might be a question of discrimination 
involved 

Mr. Cuase. So that if the carrier performs the service due to the 
lack of a forwarder you think he should be reimbursed by the shipper 
so that the carrier is made whole, but that if there is a forwarder 
available he is justified in paying the forwarder for the services. 

Mr. Dennean. Who? 

Mr. Cuasz. The carrier. 





496 FOREIGN FREIGHT FORWARDERS AND BROKERS 


Mr. Dennean. The carrier does not pay the forwarder. The 
shipper pays the forwarder for the services rendered. 

Mr. Warren. The carrier does not pay the forwarder. 

Mr. Dennean. The shipper pays the forwarder a fee. I guess I 
am off the beam a little on this thing, but it seemed to me that you 
were citing two cases here; one where one shipper would employ a 
forwarder, let us say, and the forwarder would charge him a fee for it. 

Now, here I am, a steamship line, dealing with a shipper and I am 
going to handle the identical work for this shipper. I understood 
that you asked me what should he do; should he charge for that? 
My answer is that I think he should charge for it the same as a 
forwarder charges for it. 

Mr. CuHase. “My question went to this: The carrier receives cer- 
tain substantial benefits by reason of the activities of the forwarder 
and in discussing the matter of compensation paid by the carrier 
to the forwarder, as I brought out earlier in my question, a distinction 
should be made, it seems to me, between compensation paid by the 
carrier to the forwarder and brokerage paid; and, as I interpret your 
statement, you think that if the carrier, although indirectly, is sub- 
stantially benefited by the services rendered by the broker, the for- 
warding services, that you are justified in paying him, in other words, 
as compensation even though strictly speaking it is not brokerage. 

Mr. Dennean. That is right, but in saying that, Congressman, | 
am looking at the entire profession, the entire industry and taking a 
broad look at it throughout the country rather than pinpointing any 
particular transaction. 

Mr. Cuase. In that case, if the carrier performs those forwarding 
services itself it will be compensated by the shipper? 

Mr. Dennean. He should be. 

Mr. Cuase. But if the forwarder performs those services which 
indirectly but quite substantially benefit the carrier, the carrier can 
compensate the forwarder? 

Mr. Dennean. Yes, and the shipper compensates the forwarder. 

Mr. Coase. What? Both of them? 

Mr. Dennean. Oh, yes. I think that is where we are off on this 
thing. The shipper compensates the forwarder for the service. I say 
the shipper should also compensate the steamship line. 

Mr. Cuasr. Then, assuming that that forwarder does not obtain 
the cargo you still think that he should be compensated? 

Mr. Dennean. I certainly do. 

Mr. Cuast. And that inasmuch as the carrier indirectly benefits 
substantially from his services, you think, notwithstanding that the 
shipper would compensate him, that the carrier also may compensate 
him in the form of brokerage? 

Mr. Dennrean. Yes; we are doing just what you stated today. 

Mr. Cuasr. Going back to the proposition that it is somewhat 
difficult to strictly define brokerage and to determine where forward- 
ing fees leave off or forwarding services and brokerage services start, 
the two combined are covered by the term “compensation” which you 
defined on page 8 of your statement. 

Mr. Dennean. You will find it very difficult to define, at least 
under my theory as I have stated it, the question of brokerage, whether 
payment should be paid for brokerage, because I think it goes beyond 
that. I think it goes beyond that entirely. A broker handling an 
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account, say Swift, may book cargo today and tomorrow I may book 
it with Swift direct, but this fellow is normally Swift’s broker and col- 
lects his commission. For 11 months the broker may book it and 
maybe in the 12th month Swift might book direct, but the commission 
is paid. 

It is the overall picture that we are looking at. I agree that it isa 
difficult thing to draw the line. It would be “simple if you would say, 
“We are paying this man 1% percent brokerage for developing the 
cargo for us.” 

In my judgment in the liner trade you cannot draw the line on that 
basis. 

Mr. Cuase. In other words, your definition of ‘‘brokerage’’ on 
page 8 is as follows: 


I define ‘‘brokerage”’ as the compensation— 


that is why I am stressing this word ‘‘compensation”’ 


paid by ocean carriers to forwarder-brokers for the services rendered by them 
which are beneficial to the ocean carriers. 

You believe that is about as close a definition as you can arrive at? 

Mr. Dennean. Congressman, I thought that was a very concise 
statement of my position. I hope that you agree that when you boil 
down the whole thing that is what I am saying in few words. 

Mr. Cuase. You do not think you can get any closer to it? You 
would not attempt to try to formulate a definition defining forwarder 
fees and broker fees and also fees that you thought that “the carrier 
was justified 1 in paying by reason of his having been benefited by the 
services 

Mr. DENNEAN. No, sir; I couldn’t do that today. I don’t know 
whether I could later, but I certainly couldn’t do it today. I don’t 
know whether there is any difficulty here with the forwarders or not, 
dealing with the forwarders as an industry. I don’t know whe ther 
that is what you are after here or not, but it seems to me that the 
forwarders are now under the Shipping Act and it seems to me that 
they should try to iron out their troubles, if there are troubles, with 
the Maritime Board under the Shipping Act, under section 15 or some 
other section of the Shipping Act, under the present laws. 

Mr. Cuase. Thank you, sir. That is all. 

Mr. Kiuczynsxt. Mr. Counsel, do you have any question, please? 

Mr. Warren. Mr. Dennean, in theory you have indicated that 
these services are available to carriers. I‘ do not dispute that. That 
is really the basis upon which you pay this commission. Hasn’t that 
been stated by you? 

Mr. Dennean. I think so. 

Mr. WarrEN. Now, under the same reasoning, assuming that you, 
as @ carrier, are dealing with a shipper who performs all of these 
services who does not designate a freight forwarder, and we have been 
told that there are such shippers, why shouldn’t the carrier pay the 
shipper for all of these benefits as a matter of principle? What is 
the difference as a matter of principle? 

Mr. Dennean. Let me see whether I can answer that. 

Mr. WarreEN. Please answer me directly on that. 

Mr. Dennean. I hope I have not answered you indirectly here. I 
feel I have been abrupt, and I hope that when I get through I will 
have my job left. 
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Let me say this to you: That, as I understand section 16 of the 
Shipping Act that you cannot rebate to the shipper. 

Mr. Warren. May I interrupt you, sir. I am disregarding the 
Shipping Act. We are a fact-finding body and we might even amend 
the Shipping Act. Let us talk principle. 

Mr. Dennean. Then you are going to disregard the law entirely 
because you really are rebating the shipper. 

Mr. Warren. Well, if a rebate is an unfair advantage, yes. 

Mr. Dennzan. I don’t think that is a good thing at all because one 
shipper may get a rebate and another would not. How are you going 
to control that? 

Mr. Warren. You have not answered my question. I said, what 
is the difference in the services of value that are rendered to carriers 
in the case where a shipper does his own freight forwarding and does 
not designate a forwarder compared to the case where he designates a 
forwarder who performs the services? 

Mr. Denneay. I don’t see any difference between the services at all. 

Mr. Warren. Accordingly, in theory, shouldn’t there be just as 
much logic in paying a shipper for these services as there is in paying 
forwarders for these services? 

Mr. DenneEan. To answer your questiou we wouldn’t like it at all 
because what we are saying is this: We are saying to the committee 
here that we think that this forwarding profession is an important pro- 
fession for the foreign commerce of this country and also for the ship- 
ping industry. 

Mr. Warren. We understand that. 

Mr. DenNEAN. Just a minute. You are asking this question: 
Should we then subsidize a shipper by giving him 1% percent to 
eliminate the broker. That would be just the exact opposite of what 
we are after. We would not be in favor of that. 

Mr. Warren. You would not be in favor of it, but you have 
acknowledged that the services are the same in either case. 

Mr. DenneEan. They could be the same. 

Mr. Warren. They could be the same? 

Mr. Dennzan. That is right; they could be the same. 

Mr. Warren. That is all. 

Mr. Cuase. I have one question. 

Mr. Kivuczynski. Mr. Chase. 

Mr. Cuase. Right at that point the indirect benefit which is sub- 
stantial in your keeping the forwarder in business, you pay some 
consideration to that? 

Mr. DENNEAN. Yes, sir. 

Mr. Cuast. In other words, you might be benefited more by 
keeping the forwarders in business than one particular shipper? 

Mr. Dennean. Definitely, Congressman. I think if we paid the 
shipper we are subsidizing that shipper to eliminate the forwarder. 

Mr. Warren. Excuse me, Congressman. 

Mr. Dennean, I noticed that this statement has received the 
unanimous approval of your membership. Are any of the approving 
members also members of the Pacific Westbound Conference? 

Mr. DENNEAN. Yes; they are. 

Mr. Warren. How many? 

Mr. Dennean. Seven of our members are full members of the 
Pacific Westbound Conference and 14 of them are what are known 
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as associate members. Of course, the associate member is just what 
it says, an associate, and are not full members of the conference. 
They don’t vote. 

Mr. WarrEN. They do not vote on rate structure? 

Mr. DennzEAN. That is right. 

Mr. W. ARREN. But do they have any authority in regard to general 
policy matters? 

Mr. DennzEaANn. No, sir; I don’t think so. I am sure they don’t. 
There would be seven who would certainly be considered full-fledged 
members and involved in policy matters. 

Mr. Warren. Mr. Dennean, I am now looking at the brief of this 
conference filed in docket 657. It states ‘Brief on Behalf of Respond- 
ent Pacific Westbound Conference and all of its Member Lines.”’ Of 
course you know what docket 657 was. Now, the thing that I am 
interested in is this: You have said that your membership by unani- 
mous agreement endorses your statement and you have stated the 
basis of that endorsement. You have set forth the theories in which 
they believe. Now, we find that there are seven of those members 
and several associate members whose part in these policy matters we 
don’t know—but we really don’t think they have a part—who are 
also members of another conference on the Pacific coast, and who 
took a most ostensible stand against the payment of brokerage in 
docket 657. 

Do you find any inconsistency in the fact that they are now 
unanimously agreeing to the theories which you have set forth? 

Mr. Dennean. In the first place I don’t know what you are saying. 
I don’t know whether that is so or not. I don’t doubt what you are 
telling me, but I have no knowledge of it. 

When was that 657 hearing; 2 or 3 years ago? 

Mr. Warren. The hearing was in 1947 and the decision came forth 
in 1950 or later. 

Mr. DeNNEAN. It may be that the opinion of those members has 
changed. That I do not know. I do know—and I would be kidding 
you if I said that I did not know it—that the Pacific Westbound 
Conference, the secretary out there did not testify before this com- 
mittee on behalf of the members. Is that so? 

Mr. WarreEN. He was invited to testify, but he was not authorized 
to speak. 

Mr. Dennean. Not authorized to speak for the members so we 
don’t know here, as I see it, how those members felt. I don’t know 
myself, frankly. 

‘Mr. Warren. I was not pointing to that. 

Mr. DrenNEAN. I prepared this statement and they agreed to it. 

Mr. Warren. What I am getting at is this: Here, we have a 
situation of seven members on the Pacific coast opposing this thing 
(and they might have different reasons for opposing it for the reason 
that brokerage was never payable on the Pacific coast) but the posi- 
tion taken by those seven members, as detailed in counsel’ s brief, is 
pretty inconsistent with what they are now stating via you before us 


today. I refer specifically to the following point contained in the 
brief: 


Freight forwarders and brokers are agents of shippers and should look to them 
for sole compensation. 
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If those seven members believed that several years ago, is it likely 
that they are going to change on so strong a position before this com- 
mittee today? 

Mr. Dennean. Do you want me to answer that? 

Mr. Warren. You may. 

Mr. Dennean. I don’t know. I really don’t know. 

Now, let there be no doubt whatsoever in your mind or the com- 
mittee’s mind that this document here has not received the unanimous 
approval of our members. Don’t forget that when I got your letter 
I called these people into a meeting and I had our counsel ‘there, and 
we went over this thing for hours and drafted this statement and after 
I drafted it I submitted it to them at another meeting and I have 
held several meetings with these members. I told them “I don’t 
intend to come up here and make statements unless I have your 
approval’. 

Mr. Warren. I don’t doubt that in the least, sir. All I am saying 
is that apparently they have changed their minds. 

Mr. DenNrAN. It may have been. 

Mr. Turk. Would you hear from counsel on that? 

Mr. Warren. Identify yourself for the record, please. 

Mr. Turk. I don’t know what the voting procedure of the Pacific 
Westbound Conference is—— 

Mr. Kivuczynski. Would you identify yourself for the record? 

Mr. Turk. My name is Elkan Turk and I am counsel for the Far 
East Conference. It may very well be that all members were bound 
to take a position in the litigation which was dictated by a majority or 
two-thirds. That is a possibility. 

Mr. Warren. I think that is a significant point and we would 
appreciate it if you would furnish us that information. I think it 
should be a matter of record. 

Mr. DENNEAN. Let me get that clear if you don’t mind. What are 
we going to furnish as to the Pacific Westbound Conference? 

Mr. Warren. Request of the seven members of your membership 
information as to whether or not they approved, by vote, to partici- 
pate in the litigation of Docket 657. That is my only point. I see 
no point in belaboring this further. 

(See appendix printed as supplement to the hearings.) 

Mr. Kuivczynskt. I thank you for your valuable testimony. 

The next witness will be Mr. George F. Foley, River Plate and 
Brazil Conferences. Will you identify yourself for the record? 


STATEMENT OF GEORGE F. FOLEY, CHAIRMAN OF THE RIVER 
PLATE & BRAZIL CONFERENCES 


Mr. Kiuczynsxkr. You may proceed. 

Mr. Fotry. My name is George Francis Foley. I am testifying 
and submitting this statement in response to invitation set forth in 
letter dated January 10, 1956, from Hon. T. A. Thompson, chairman 
of the Special House Subcommittee on Foreign Freight Forwarders 
and Brokers. 

I might interpolate that in preparing this statement I eircularized 
the letters received from your subcommittee chairman to all of our 
members, met with them, reviewed the questions set forth in the 
attachments to the letters and on their direction conferred with con- 
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ference counsel and prepared this statement which was subsequently 
submitted to the members and has their unanimous approval. 

I am authorized to make the statement unanimously on behalf of 
the member lines of our conference. 

I am chairman of the following conferences, the home offices of which 
are located at 17 Battery Place, New York City. I have been chair- 
man of the River Plate & Brazil Conferences since October 1, 1930, 
and of the others since their formation. ‘These conferences are: 

River Plate & Brazil Conferences: FMB agreement No. 59; 
approved August 21, 1923. 

East Coast South America Reefer Conference: FMB agreement 
No. 6800; approved August 2, 1940. 

Brazil-United States-Canada Freight Conference: FMB agreement 
No. 5450; approved August 15, 1936. 

Mid Brazil-United States-Canada Freight Conference: FMB agree- 
ment No. 7630; approved September 16, 1943. 

North Brazil-United States-Canada Freight Conference: FMB 
agreement No. 7640; approved September 16, 1943. 

River Plate-United States-Canada Freight Conference: FMB 
agreement No. 6900; approved July 12, 1940. 

River Plate and Brazil-United States Reefer Conference: FMB 
agreement No. 7200; approved January 21, 1941. 

East Coast South America-New York Free Time Agreement: 
FMB agreement No. 7525; approved May 9, 1941. 

Only those lines with commercial refrigerator space belong to the 
East Coast South America Reefer Conference, but all of the lines 
operating outbound in the trade belong to the River Flate and Brazil 


Conferences and this statement is, therefore, made on their behalf. 
As may be noted from the approved date shown above, this Con- 
ference, that is, the River Plate & Brazil Conference, has been fune- 
tioning since 1923. The following clauses in the basic agreement of 
the conference established the basis for the payment of brokerage on 
export cargo by member lines: 
Article 4 reads: 


No freight brokerage shall be paid in excess of 1% percent on the amount of 
freight paid in accordance with the tariff. 


Article 7 reads: 


The members of each conference, so far as concerns their respective conferences, 
shall, at any meeting of the conference, consider and pass upon the ordinary 
routine business of the conference, and upon any matter involving discriminations, 
tariffs, freights, commissions, brokerages, or other charges, or regulations govern- 
ing southbound transportation between the aforementioned ports, comprised in 
their respective conferences, provided that notice in writing descriptive of any 
matter specially to be considered has been given each member of the conference 
concerned by the chairman not later than 4 p. m. of the day prior to the date of 
meeting; and the chairman shall give such notice on the request of any member of 
the conference concerned made in writing to the chairman not later than 11 a. m. 
of the day prior to the date of meeting. 

If all members of the conference concerned are present at any meeting action 
may be taken on any matter within the scope of this agreement without prior 
notice thereof. Any such matter or thing brought before the meeting in the 
manner aforesaid and agreed to by two-thirds of the members of the conference 
concerned shall thereby become an agreement binding upon all of the members 
of such conference, with the same force and effect as if expressly made a part 
of this agreement. Two-thirds of the members of each conference shall constitute 
& quorum of the conference. 
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Brokerage now is paid by the conference members in accordance 
with the following rules adopted pursuant to the articles in the basic 
agreement quoted above: 

Tariff rule 10, brokerage, reads as follows: 


Freight brokerage not to exceed 1% percent of the amount of freight may be 
allowed only to bona fide brokers whose actual business shall be brokerage and 
freight between ocean carriers and general shipping public; a broker whose busi- 
ness is maintained directly or indirectly by a shipper or consignee for the purpose 
of handling his business exclusively shall not be deemed a bona fide broker; 
freight brokerage shall be paid only on the following understanding which shall be 
written or stamped on all brokerage bills: 

“In compliance with section 16 of the Shipping Act, 1916, payment by the 
carrier and the acceptance of freight brokerage by the broker are on the strict 
understanding that no part of the brokerage shall revert to the shipper or con- 


signee, and that the business of the broker is in no sense subsidiary to that of the 
shipper or consignee.”’ 


Nore.—At Canadian ports “In compliance with section 16 of the Shipping Act, 
1916” shall be deleted. 


No brokerage shall be paid on shipments made in broker’s name except where the 
word “‘agents’’ appears after such name on bill of lading. 

No brokerage shall be paid to the initial carriers delivering coastwise or inter- 
coastal cargo and/or on transshipment basis. 

Tariff Rule 17: Contract Rates, reads in part as follows: 


Contract rates will apply on shipments made in brokers’ names only when the 
words ‘“‘as agents’’ or “‘agents’’ appear after broker’s name, and the name or con- 
ference contract number of the shipper principal] holding conference contract is 
shown on line’s copy of the bill of lading. 


Tariff Rule 21: Open Rate Items, reads as follows: 


When rates are open on the following commodities, same will not be subject to 
the rules (except tariff rule 1 (f) and 26) and regulations laid down by the con- 
ference for the period that rates on these respective commodities remain open: 
Asphalt; caustic soda; coal; coke; grain, cereal, edible, n. 0. s.; gypsum; lumber, 
pitchpine and fir; oil, petroleum in bulk; phosphate rock; phosphate sand; pota- 
toes; soda ash in bulk; sulfur in bulk; superphosphate. 


Rules and regulations must be strictly enforced on all other items where rates 
are open. 

We believe the above covers the conference or association back- 
ground referred to in question 1 of the list of matters contained in the 
enclosure attached to the letter of January 10, 1956, from the chair- 
of the subcommittee and the following is offered in reference to the 
other questions: 

Question 2: Matters concerning the use of and the compensation 
received by forwarders and brokers on Government export shipments 
with emphasis upon: 

(a) The propriety of paying brokerage. 

(6) The reasonableness of compensation. 

(c) Type of services rendered. 

(d) The right to participate in commercial-type military. 

Answer 2: Most of the member lines advise that they do not receive 
United States Government export shipments and that, therefore, they 
are unable to furnish any information in convection therewith. Those 
who do carry United States Government export cargoes in this trade, 
advise no brokerage is paid thereon. 

Question 3: Analysis of services forwarders and brokers render to 
carriers and to shippers on commercial export shipments. 

Answer 3: On commercial export shipments, usually there are not 
separate freight forwarders and freight brokers, but a freight forwarder 
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acts in two capacities, that is, as a freight forwarder he serves the 
shipper and as a freight broker he serves the carrier. 

While I have no direct knowledge of the services rendered by a 
freight forwarder to the shipper he represents, my understanding is 
they vary with the requirements of the shipper and that among those 
services are arranging for delivery of cargoes to the loading port of the 
vessel, preparing and filing necessary shipping documents such as 
export declarations and consular invoices, delivery of these documents 
to and complying with other conditions made by banks issuing letters 
of credit, and probably other services which no doubt can best be 
learned from shippers. 

The services which he renders to the carrier in his capacity of freight 
broker consist primarily in booking or securing cargo for the carrier. 

Question 4: Position of witness regarding the following: 

(a) Legal status of forwarder and broker. 

Answer (a): With the exception of Ge neral Order 72 which prohibits 
a forwarder from accepting brokerage unless he is registered with the 
Board, I do not know of any statute, governmental rule or regulations 
which strike down the legal status of forwarder/broker and T believe 
in the absence of some governmental prohibitions, a carrier is required 
to assume their status is legal. 

(6) Importance of forwarders to small and large shippers, carriers, 
and developing the foreign commerce of the United States. 

Answer (b): I believe freight forwarders perform essential services, 
already described, in dispatching shipments and, therefore, participate 
in developing the foreign commerce in the United States. These 
services would otherwise have to be performed by increased specialized 
personnel engaged either by the shipper or by the carrier. 

Mr. WarreEN. You mean if there were no freight forwarders? 

Mr. Fouery. That is right. 

Mr. Warren. Who suggested that position to you? 

Mr. Fouey. My lines suggested that position, that if there were no 
freight forwarders they would probably have to add to their staffs 
specialized employees and assumed if that were the case shippers 
would have to do likewise so far as the forwarding activities were 
concerned. 

(c) Sources of forwarder income and significance of each source. 

Answer (c): My understanding is that ‘the fre ight forwarder, since 
he renders services to the shipper in dispatching shipments, receives 
his income for this service from the shipper who engaged him and 
that the income varies in amounts commensurate with the services 
rendered as a forwarder. 

(d) Definition of “‘brokerage.”’ 

Answer (d): The word “‘brokerage’”’ is not easily defined, for I have 
heard varied and diversified meanings of it. A definition I would give 
the word is the payment to one associated with the booking or securing 
of cargo of a percentage of the freight obtained. 

(e) Responsibility of carrier to insure that brokerage is payable 
where properly earned and only to those legally entitle d to receive it. 

Answer (e): Under General Order 72 of the Federal Maritime 
Board, brokerage may not be accepted by a forwarder/broker not 
registered with the Board. There is a list of registered forwarders/ 
brokers obtainable from the Board. However, a carrier does not 
maintain, because of prohibitive costs and other factors, an effective 
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policing system and it is unable to investigate or learn whether the 
forwarder/broker has a beneficial interest in the shipment or is sharing 
his brokerage with the shipper or consignee. 

The carriers must rely, therefore, on the identification of the broker 
with the cargo and on the broker’s representation made in accordance 
with Tariff rule 10 quoted above. If it comes to the affirmative 
knowledge of the carrier that the broker is splitting his fee with the 
shipper or that he 1s not otherwise entitled to a fee, brokerage should 
not be paid. 

(f) Performance of forwarding functions by carriers and practice 
in regard thereto. 

Answer (f): None of the member lines performs forwarding functions 
for commercial shippers. Lloyd Brasileiro (Patrimonio Nacional) 
advises me, however, that the only so- a forwarding services 
performed by it are those involving Brazilian Government cargoes 
which it is instructed to handle, practically all cargo consigned to the 
Ministry of Tr: anspor! and Public Works of Brazil, or instrumentalities 
subordinated to this Ministry of which the Lloyd Brasileiro is also 
a part, since the Lloyd Brasileiro also is directly owned and operated 
by the Brazilian Government. No renumeration is paid to it for 
these services. 

(g) Basis for paying brokerage. 

Answer (g): The basis for the payment of brokerage is set forth in 
the excerpts from the conference agreement and the tariff quoted 
above. Under the conference agreement there is no directive to pay 
brokerage, but the decision is left to the individual member lines. 
Practically speaking, however, since the payment of brokerage has 
existed for many years and has become what may be termed a custom 
and usage in this trade, the competitive market requires the member 
lines to pay the maximum brokerage permissible. 

(kh) Extent of solicitation activities between forwarders, carriers 
and shippers. 

Answer (hk): The member lines actively solicit forwarder/brokers 
and shippers. 

(i) Factors affecting forwarder’s selection of particular carrier to 
handle a particular shipment. 

Answer (7): I. believe there are numerous factors affecting a 
forwarder/broker’s selection of a particular carrier to handle a par- 
ticular shipment. Among those are the amount of brokerage paid, 
the service offered, solicitation, friendship, prior satisfactory service, 
the freight rate offered particularly in the case of open rate com- 
modities, and no doubt other factors which probably could best be 
learned from the forwarder/brokers. 

Mr. Warren. Mr. Foley, can the amount of brokerage paid be a 
factor if the rate is uniform? 

Mr. Fotey. The rate of what, brokerage or the freight? 

Mr. Warren. If the rate of brokerage is uniform. 

Mr. Fotry. The rate of brokerage in our conference need not 
necessarily be uniform. By putting that in we wish to make it clear 
again that brokerage is permissible. Our members may pay 1% 
percent brokerage or they may not. 

In answer to the question we think we wouldn’t be responsible. 
We didn’t say we think that would be a factor because one line may 
not pay brokerage. 
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Mr. Warren. Do you know of any that do not? 

Mr. Fouey. I do not know of any who do not pay brokerage as a 
general practice. 

Mr. Warren. Since when? 

Mr. Fo.tery. In this trade it has been customary for brokerage to 
be paid since time immemorial. I came here in 1930. I was identified 
with the trade in the United States Shipping Board Merchant Fleet 
Corporation prior to that time. 

Mr. Warren. Was there a time when some member lines did not 
pay? 

Mr. Fo.tey. Not within my knowledge. 

Mr. Warren. Please proceed. 

Mr. Fouey. Question 5: Existence of abuses and questionable 
practices involving the use of forwarders and brokers, including sug- 
gestions for correcting such abuses and practices, for example: 

(a) Rebating brokerage; splitting brokerage with shippers; or 
reducing or waiving forwarding fee. 

(b) Payment of brokerage to dummy forwarders. 

(c) Payment of brokerage when not properly earned. 

Answer 5: With the exception of the waiver of a forwarding fee 
involved in a case in which this conference is in litigation, I have no 
evidence of the existence of the practices recited. 

Mr. Warren. With regard to that case, can you inform us about 
it publicly? 

Mr. Fotey. I can inform you about it generally, but I would prefer, 
since it is in litigation, to specifically give you privately anything 
you want to know about it. 

Mr. Warren. If you will proceed, I think the committee would be 
interested in knowing about it. 

Mr. Fo.ry. This is a case where we determined that no brokerage 
was earned in connection with this cargo. Asa conference we decided 
that that was the case and consequently no brokerage could be 
paid. 

Mr. Warren. Do you wish to divulge the reason why you decided 
that no brokerage was earned? 

Mr. Fouey. That would be our defense. This case was before 
the court of appeals and we are going before the Federal Maritime 
Board in a complaint hearing procedure and it would embarrass us 
if we had to divulge how we are going to conduct our case in that 
instance. 

I would ask the indulgence of your committee to give information 
on this privately. 

Mr. Warren. Will you do so confidentially? 

Mr. Foury. We would be very pleased to do so. In that particular 
case I couldn’t truthfully answer that question without saying that 
that is one of the things that you have here. In that case we have 
developed that the forw arding fee was waived. That was your ques- 
tion. I am answering that. 

Question 6: Sufficiency of existing laws and regulations purporting 
to regulate forwarders and brokers, including the need for additional 
legislation or measures which might more properly regulate this 
industry. 

Answer 6: I am of the opinion that this question cannot be answered 
constructively until all of the facts are collected and the hearing 
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completed, at which time the need, if any, for additional legislation 
may be apparent. 

With regard to the supplementary questions referred to in the 
second letter dated January 10, 1956 from the chairman of the sub- 
committee, I wish to advise: , 

Question 1: Total amount of brokerage paid by conference lines, 
or nonconference line, to foreign freight forwarders in 1954. 

Answer 1: Figures covering these payments are being secured from 
member lines and will be submitted to the committee under confi- 
dential cover by supplementary letter. 

Question 2: Names of conference lines, or nonconference line, who 
perform forwarding functions 

(a) Upon request of shippers, 

(b) Upon request of forwarders, 

(c) Nature of such services performed, 

(d) Whether remuneration was received therefor. 

Answer 2: The above is answered in 4 (f) above, in which we stated 
that none of our member lines act as forwarder except in the instance 
of Lloyd Brasileiro which was made clear. 

Mr. Kuvczynsx1. Does that complete your statement, Mr. Foley? 

Mr. Foury. Yes, sir. 

Mr. Kuvuczynsk1. Are there any questions, Mr. Chase? 

Mr. Cuase. I have no questions. 

Mr. Kivczynskr. Mr. Warren? 

Mr. Warren. Mr. Foley, I think your position is that brokerage 
should be paid whenever a booking is secured, but in other cases you 
do not teel that brokerage should be paid. If that is correct, would 
you please describe what your member lines consider to be a securing 
and/or booking? 

Mr. Foiry. The securing of cargo and bringing it to the lines for 
booking, the answer to that I really don’t understand what you mean 
as to how I could extend the meaning of the two words, securing and 
booking. They book part of it with the lines very often and in other 
instances secure or bring it to the lines or are identified definitely with 
the cargo. 

Mr. Warren. If, sir, there is no booking in a particular case involv- 
ing a particular shipment how would your member lines determine 
whether or not there has been a securing? 

Mr. Fotry. Well, in this industry of ours the broker or forwarder 
is pretty well identified with particular shippers and is identified in 
one way or another through his activities between the shipper and 
the carrier in the performance of the various functions related thereto 
such as the delivery of documents to the carrier. 

Mr. Warren. Then, really what you mean, Mr. Foley, it seems, is 
that in a given case where there is no booking, you deem that the 
forwarder’s designation is a securing? 

Mr. Fotey. No; I believe I said other factors. We believe that he 
would be entitled if he is identified with the cargo. 

Mr. Warren. If he is identified with the shipper? 

Mr. Fo.ry. Identified with the cargo. 

Mr. Warren. How do you determine that he is identified with the 
cargo? 

Mr. Fotry. There are other factors involved besides the actual 
booking of the cargo. There is the delivery and preparation of docu- 
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ments, the running down of the deliveries of the cargo and other 
activities that are performed in connection with a booking even though 
it may be made direct by the shipper, and in that way the forwarder 
broker is identified with that particular cargo. 

I might state this: That following the thought of Mr. Dennean in 
connection with this brokerage question from time immemorial it has 
been the custom in this trade to pay brokerage. 

There has practically never been a question raised. There was a 
question raised by some lines some 25 vears ago when I was first on 
this job, but with that exception the matter has never been questioned 
in the trade. It has been a custom. This situation we are now up 
against in connection with the efforts of vour committee dea Govern- 
ment agencies to split out the definition is one that has never concerned 
us because we were quite happy to go on paying 1% percent to these 
brokers who are identified with the shippers as forwarders and we 
felt that it was in our best interests to do so. 

Mr. Warren. So if they are performing a freight-forwarding func- 
(ion as forwarders representing the shipper, then, it follows, that the 
forwarder is a broker and has secured the cargo for the vessel? 

Mr. Foury. We feel that in his dual capacity he renders a service 
to our carriers not only in booking and securing, but through his 
general relationship with the cargo and the facilitating of the move- 
ment of that cargo as between the shipper to us. To us, as carriers, 
that has a value for which we have been quite content up to this 
present time to pay this brokerage and not argue or fight about it. 

We have not been parties to these other disputes that some other 
conferences have had in this matter. 

Mr. Warren. You are speaking here officially, I take it, Mr. Foley. 
What is your personal opinion based upon your experience in regard 
to this matter’ 

Mr. Fo.try. To what phase of it, to all phases of it? Just how 
would you like that? 

Mr. Warren. To what we are talking about. 

Mr. Foitry. About the value of the forwarder-broker to the carriers? 

Mr. WarreEN. Do you believe that if a forwarder is identified with 
the shipper that ipso facto he should be entitled to brokerage? 

Mr. Foury. Well, I don’t believe we would question it. 

Mr. Warren. I am speaking of yourself, sir; based upon your 
personal experience? 

Mr. Fotry. My personal experience with brokers and forwarders 
has been confined, you might say, to conference operation and not 

that of an individual carrier or solicitor. I have not had the experi- 
ence as an employee of a steamship company having been with the 
Federal Government in the old Merchant Fleet Corporation prior to 
coming with this job 25 vears ago, and my experience has been as a 
onference administrative officer in dealing with that so that exact, 
minute details of every operation connected with the actual booking 
of the cargo as between the shipper and the carrier performed by the 
(orwarder-broker, is a little difficult for me from my personal knowl- 
edge to define and break down for you. 

My personal opinion is this in regard to the practice of paying 
brokerage to brokers: It is my belief, based on general knowledge, 
hat it would be a mistake for our carriers to attempt to eliminate 
brokerage. I think that they perform a service that it is pretty hard 
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to split away from shipper exactly and carrier, and that their services 
are beneficial to the carriers; save them money in many respects, and 
that the payment of brokerage of 1% percent is not excessive for this 
value to the carriers; and I believe that all of my carriers share that 
view. 

Mr. Warren. I deem it that your members share the view that 
the waiving of the forwarding fee is an improper practice; is that 
correct? 

Mr. Fotry. Not necessarily. As far as we are concerned, it has 
been adjudged an improper practice apparently by the powers that 
be in the Federal Maritime Board, but as far as I am concerned 
personally, I am not really cone ‘erned with how much the forwarder 
pays. 

Between the waiving of the fee and paying a nominal fee there is 
not much difference and of course the fees paid as we said, we don’t 
know about them, but I assume they are graduated, based on the 
amount of service the forwarder-broker performs for a shipper. 

Mr. Warren. Do you believe, sir, that if a fee is either reduced 
or waived in the course of taking brokerage into consideration that 
some of the transportation rate is going back to the shipper because 
of this practice? 

Mr. Foury. | have never construed it that way. To avoid possible 
misunderstanding in my testimony, I am not suggesting that the 
carrier would take an individual shipper and pay brokerage to some- 
body who was not identified with the shipment in any way, but 
might be a nice fellow, which in effect would be paying double broker- 
age. That would be in my mind a violation of our conference agree- 
ment and would be improper. 

Mr. Warren. Mr. Foley, the question has been raised this morn- 
ing, and I would like for you to tell the committee about the practice 
of paying brokerage in other parts of the world. 

Mr. Foury. Well, the parts of the world with which I am familiar 
are the east coast-South American trade in which | have been operat- 
ing for the last 25 or 30 years. They vary with the country. 

In Argentina northbound no brokerage is paid. No brokerage is 
paid in any direction from Argentina except with respect to full cargo 
shipments. That was described previously where there is a charter 
broker operation on a full cargo or a big parcel lot basis, generally 
grain, from Argentina. That is also true from Uruguay. 

Our conference rule on that and our basic agreement filed and 
approved by the Federal Maritime states that no brokerage shall 
be paid except as provided in the tariff and in the tariff we specif- 
ically state that no brokerage shall be paid except as_ hereinafter 
provided and the only place it is provided is on the movement of 
grains and linseed. 

Mr. WarrEN. Can you give us a reason for this nonpayment? 

Mr. Fouery. It is not the custom in that trade and never has been 
the custom or practice in any direction. 

Mr. Warren. But are the approximately same services rendered 
in connection with that inbound traffic? 

Mr. Fo.ry. No, you don’t have the same sort of operations there. 
The operations in Argentina are quite different from operations in the 
United States. 

Mr. Warren. Basically, are they not similar? 
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Mr. Fotrey. You do not-have the same kind of people involved. 
Mr. WarreN. Do you have the freight forwarder involved? 
Mr. Fo.trey. They don’t use freight forwarders in Argentina. 
Mr. Warren. Who does this work? 

Mr. Fotey. It is all done direct by the shippers and the coastwise 
or river lines 

Mr. Warren. Who handles the forwarding of the cargo and all the 
requirements in that direction? 

Mr. Foury. There is very little cargo of a general nature except 
these grains. 

Mr. Warren. Who handles it? 

Mr. Fotry. | am trying to answer that question. That originates 
in the so-called interior and is handled in that way that you are 
talking about. Those countries are not developed the way the United 
States is developed. Most of the cargo that moves out of Buenos 
Aires originates right in Buenos Aires. A large part of it originates 
there and a good part of it originates elsewhere and moves by water 
under an arrangement with the initial carrier who will deliver the 
goods to the carrier, and it is booked generally by the shipper direct. 

Mr. Warren. I infer that the shipper does it? 

Mr. Foxry. That is right. 

Mr. Warren. How about in Brazil? 

Mr. Forry. In Brazil there is a different situation. The laws of 
Brazil set forth these various categories. They set forth a broker 
and provide that where he is employ ed he shall be paid certain fees 
that are specified by law. The broker in Brazil is an employee of 
the line directly employed. He is not a forwarder. 

Mr. Warren. How about in the offshore trade, 
Hawaii? 

Mr. Fouey. I am not familiar with that. 

Mr. WarREN. You must be. Is brokerage payable? 

Mr. Foury. From where to where? 

Mr. Warren. From the United States to Puerto Rico is brokerage 
payable and from the United States to Hawaii? 

Mr. Fouey. I don’t believe brokerage is paid in that trade. I am 
under the impression that brokerage is not paid coastwise and in the 
intercoastal trade, and I am not sure whether that extends to the 
Virgin Islands and Hawaii. 

Mr. Warren. If it is not paid and I think that is the correct assump- 
tion, Mr. Foley, can you differentiate in the services that are per- 
formed by forwarders in connection with the offshore trade and the 
services that are performed by forwarders in connection with the for- 
eign trade? Is there any logical reason that brokerage should not be 
paid in the domestic offshore trade? 

Mr. Fouey. I am not familiar with the domestic trade at all. I 
couldn’t tell you. 

Mr. Warren. Would you assume that the same forwarding func- 
tions have to be performed in one place as opposed to the other? 

Mr. Fotey. Not necessarily in the domestic shipments. In the 
domestic you do not have the things involved in foreign shipments. 

Mr. WarrEN. Does not cargo have to be booked and placed with 
the carrier regardless of the trade? 

Mr. Fo.iry. Yes; but there are a great many more things involved 
in carrying for export than domestic. 
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Mr. WarrEN. Doesn’t the ocean bill of lading have to be prepared? 

Mr. Foury. Yes; there are some parallels. 

Mr. Warren. The cargo has to be forwarded to the port? Basical- 
ly isn’t it similar? 

Mr. Foury. Basically it is similar to a certain extent, but beyond 
that there are many factors I believe in offshore foreign trade not 
involved in domestic trade. 

For instance, when shipping from Savannah to New York, you don’t 
have to go through all the rigmarole that you have to go through i in 
connection with a shipment from the United States to Brazil or Argen- 
tina where you have all of the laws of those countries to comply with 
and the duties and so forth. 

Mr. Warren. I am talking about the offshore trade. 

Mr. Fotry. Even so, coastwise offshore I don’t believe is a similar 
situation, Mr. Warren. There are a lot more factors entering into the 
offshore foreign trade than into the coastwise domestic. 

Mr. Warren. We have had testimony to the effect, Mr. Foley, 
that some conferences would like the right in their discretion to pro- 
hibit the payment of brokerage. Do your member lines believe that 
they should be accorded that right, granted they never exercised it? 

Mr. FoLey. On that one I haven’t explored their opinions, but I 
would be very glad to give you mine. 

Mr. WarrEN. Please proceed. 

Mr. Fouey. I think that we should have the right. I think we 
have the right to self-determination. It has never been the wish of 
the lines operating in this trade to discontinue the payment of broker- 
age or to alter it in any way from custom and usage in effect for 
many years, but we do think it is a mistake—and let us keep this to 
me. I think the Federal Maritime Board erred in its decision when it 
said that the carriers collectively didn’t have the right to decide 
whether or not they would pay it or how much they would pay and 
then said as individuals they may. If they get together they cannot. 

I think it erred and I do think that the carriers should have the 
right of self-determination on that particular point. We have never 
fought for it. My lines have not been concerned particularly with it, 
but. you have asked me specifically. 

Mr. Warren. Mr. Foley, reference has been made to shippers who 
do not use freight forwarders. Based upon your experience, do you 
know of any such shippers? If so, please name them. 

Mr. Foury. | understand that there are several who do not employ 
freight forwarders. Offhand I can think of some that I am positive 
of and some that I am reasonably sure of. I don’t believe that the 
United States Steel Export Corp. employs forwarders; Internationa! 
General Electric; and I know positively that Quaker Oats do not 
because they have written a letter to my conference at least and | 
believe to all the others so advising them, and instructing them that 
no brokerage should be paid to anyone on their shipments. 

I believe the B. F. Goodrich Chemical Co. is another one that does 
not pay brokerage and, while there may be others, many or few, | 
can’t be sure of some of the other names. 

Mr. Warren. In your opinion, sir, why don’t these companies 
designate freight forwarders? 

Mr. Foury. | don’t know. 
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Mr. Warren. They pay the same freight rate to the carrier re- 
gardless of the designation. You must have a reason, Mr. Foley. 

Mr. Fotry. They must have a reason. I don’t have a reason. 

Mr. Warren. What would you deduce from your many years 
of transportation experience? 

Mr. Fotry. | suppose they feel that they can handle their business 
better themselves. Maybe they have had some unfortunate ex- 
periences with individual brokers. I don’t know. I am under the 
impression and have been informed that that was one of the bases 
for the International General Electric deciding to do its own business. 

I don’t know whether that is true or not. 
can best tell you that when they testify. 

The exact reasons I don’t know, but I do know that they handle 
their own export shipments and I know that the y take up with me as 
chairman of the conference all of their problems with respect to 
freight rates, special rates, and matters of that kind direct, whereas 
many others deal with them by having their forwarders come in and 
present to us the picture. 

There is one point that I would like to clarify, too. In the rules 
which we didn’t read out and which we may have lost sight of, there 
are commodities that we call open-rate commodities. [ may be con- 
strued as testifying that we pay 1A percent brokerage on that. The 
conference does not limit with respect to certain items the amount 
of brokerage that may be made. 

The rates are open on certain specific items and the rules and 
regulations of the conference are suspended on those items so long as 
the rate remains open and the individual lines can then pay up to 
whatever they deem advisable. 

Mr. WarreEN. You are there competing with the tramp industry? 

Mr. Fo.try. We are competing with the tramp cargo for phosphate 
rock, coal, sulfur, and homogeneous cargoes of that nature on which 
we are in direct competition with the full cargoes. 

Mr. Warren. Thank you, Mr. Foley. 

Mr. Kiuczynsxt. Mr. Foley, have you received any complaints 
that any conference member has been paying brokerage improperly? 

Mr. Fouey. A specific member? 

Mr. Kuuczynskxi. Any member of your conference. 

Mr. Foury. There was an instance where that allegation was made 
that brokerage was being improperly paid by our member lines; yes. 

Mr. Kuuczynsk1. When? 

Mr. Fo.try. About a year or two years ago. Possibly it was about 
a year and a half ago; somewhere within the last 2 years. 

Mr. Kivuczynski. Have you any questions, Mr. Chase? 

Mr. Cuasez. I thought I might clear the record on one point. It 
was suggested some time ago that one of the tests to be s applied as to 
whether the broker was entitled to brokerage is whether he was 
identified with the shipper which meant identified with the cargo, 
did it not? 

Mr. Fotny. With the cargo. 

Mr. Cuase. Now, Mr. Foley, securing and booking cargo, the 
compensation paid for that is strictly brokerage; is it not? 

Mr. Fo.try. Didn’t we say among other factors or did we not? 

Mr. Cuase. I am not saying exclusively but securing and booking 
of the cargo is strictly brokerage. 


Perhaps these shippers 
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Mr. Foiny. Those are primary considerations. 

Mr. Cuasr. Yes; and conceivably there are certain services that 
could be classified as strictly forwarding services, am | correct on 
that? 

Mr. Fouey. Oh, yes, sir. 

Mr. Cuasz. They have nothing to do with the securing and booking 
of the cargo? 

Mr. Fouey. That is right. 

Mr. Cuass. Then, in between we get into the $64 question. There 
is a twilight zone where it is rather “difficult to ascertain to develop 
as to whether the compensation is strictly brokerage compensation 
or on the other hand strictly forwarding compensation. 

In other words, it is services rendered by the broker-forwarder in 
which the carrier at least indirectly benefits. 

Mr. ee Correct, sir. There is an overlapping. 

Mr. Cuase. It is difficult to determine whether it is strictly broker- 
age or strictly forwarding; is that right? 

Mr. Foiey. That is right, sir. 

Mr. Cuase. And your position is that in that twilight zone area 
if the carrier is satsified that he has been substantially benefited, you 
feel you are justified in paying the brokerage? 

Mr. Fouey. That is the view of our member lines. 

Mr. Cuase. Now, I have one other question. In South America 
some place you said it was not the custom to pay brokerage. 

Mr. , oLeY. In Argentina and Uruguay. 

Mr. Cuasse. Whereas in other areas it is of long custom and tradi- 
tion; and do you think it would work any undue advantage, where 
that custom has been established for a long time, to make any revolu- 
tionary change to the disadvantage of the merchant marine? 

Mr. Fotry. Maybe I am old fashioned. When a custom has been 
going on satisfactorily for a long time I do not want to disturb it 
because it seems to me that we get into hot water when we do. In 
my personal viewpoint, I would like to go along with these customs 
and not disturb them if they are working satisfactorily to us. 

Mr. Cuase. If the shipper instructs the carrier not to pay brokerage 
you comply? 

Mr. Fotry. The lines comply. If not, they are violating the 
conference agreement. 

Mr. Cuase. Assuming that the forwarder-broker in one of those 
cases should convince you that he had secured that cargo, would 
you then consider his position or still follow the instructions of the 
shipper? 

Mr. Foury. If he could convice us, yes, sir; but I don’t think he 
has very much chance of convincing anybody. 

Mr. Coase. This is an unnecessary question on my part. 

That is all. 

Mr. Kuivczynski. Thank you, Mr. Foley, for the wonderful testi- 
mony given us. I hope it will help the committee. 

Mr. Fotey. Thank you. 

Mr. Kivuczynski. The last witness today will be Mr. John M. 
Phillips, general executive secretary of the USA/South Africa Con- 
ference. Will you identify yourself for the record? 
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STATEMENT OF JOHN M. PHILLIPS, GENERAL EXECUTIVE SEC- 
RETARY OF THE USA/SOUTH AFRICA CONFERENCE; THE INDIA, 
PAKISTAN, CEYLON, AND BURMA OUTWARD FREIGHT CON- 
FERENCE; AND THE PERSIAN GULF OUTWARD FREIGHT CON- 
FERENCE. 


Mr. Puiturres. My name is John M. Phillips and I am the general 
executive secretary of the USA/South Africa Conference, the India, 
Pakistan, Ceylon, and Burma Outward Freight Conference, and the 
Persian Gulf Outward Freight Conference, all domiciled at 26 Beaver 
Street, New York City. 

Due to the fact that the membership of the USA/South Africa 
Conference and conditions pertaining in the trade to South and 
East Africa are somewhat different from the membership and con- 
ditions pertaining to the trade to India, Pakistan, Ceylon, and Burma 
and to the Persian Gulf, 1 will be obliged to render 2 statements, 
1 on behalf of the USA/South Africa Conference and the other on 
behalf of the India, Pakistan, Ceylon, and Burma Outward Freight 
Conference and the Persian Gulf Outward Freight Conference jointly. 

For the ready reference of the committee these two statements have 
been prepared separately and with the permission of the chairman | 
will first submit the statement made on behalf of the lines members of 
the USA/South Africa Conference commenting in numerical sequence 
on the matters listed on the attachment to the chairman’s letter of 
January 10, 1956, and follow this with a statement on the same subject 
made on behalf of the lines members of the India, Pakistan, Ceylon, 
and Burma Outward Freight Conference and the Persian Gulf Out- 
ward Freight Conference jointly. 

Before proceeding with the statement, Mr. Chairman, may I also 
say that Congressman Thompson’s letter of January 10 was duly 
circularized, together with his questions, to members of all three con- 
ferences, separate meetings were held, and the opinions of the lines 
secured on the various points, based on which the statement was pre- 
pared and referred to counsel and approved by each and every member 
line of the three conferences. 

I am sorry to have to read two, but I have no other alternative. 
This is a statement on behalf of the lines members of the USA/South 
Africa Conference. 


STATEMENT ON BEHALF OF THE LINES MEMBERS OF THE USA/SouTH 
AFRICA CONFERENCE 


The USA/South Africa Conference is a voluntary association of 
steamship lines formed pursuant to the provisions of section 15 of the 
Shipping Act of 1916, as amended, and operates under the provisions 
of agreement No. 3578 duly filed with and approved by the predecessor 
agency of the Federal Maritime Board on October 22, 1934. 

This conference covers the trade from United States Atlantic ports 
from Portland, Maine, to Key West, Fla., inclusive, to ports in South- 
west, South, and East Africa including the islands of Madagascar, 
Reunion, Mauritius, St. Helena, and Ascension. 

I have been general executive secretary of this conference since 
February 1, 1945. This conference consists of 1 American and 7 












































































































































514 FOREIGN FREIGHT FORWARDERS AND BROKERS 


British steamship lines, a list of which, including names and addresses 
of agents in this country, is attached hereto. 

[t should here be pointed out that of the 8 member lines only the 

American line is active at this time. The seven British lines retain 
their full membership on a nonvoting basis, not being active at the 
moment. It is, of course, always possible that they might put vessels 
into the trade at any time, at which time their voting privileges 
would automatically be restored. 

I think this would be an appropriate time to draw to the attention 
of the committee the fact that there are also three nonconference 
lines in the trade between United States Atlantic ports and ports in 
Southwest, South, and East Africa and to the same islands, all of 
whom maintain active service. 

There are also services maintained from Canadian and United 
States gulf ports, mostly on a nonconference basis whose conditions 
of carriage affect the member lines of this conference. I hope the 
committee will bear this situation in mind as it is a fact which has a 
definite effect upon conditions in this trade and is a major considera- 
tion on which were based the following comments on the subjects 
covered by the attachment to the chairman’s letter of January 10, 1956. 

As to matters concerning the use of and the compensation received 
by forwarders and brokers on Government export shipments I wish 
to say first that very few such shipments are made in this trade 
The MSTS shipments are negligible and such as do exist are handled 
directly by the Department of the Army or Navy and no brokerage 
is paid thereon. 

Some shipments are received from the Department of Agriculture 
and the General Services Administration, although these are not 
large, and on such shipments brokerage at the customary rate of 1% 
percent is paid to the forwarder or broker nominated by the agency. 

As to the propriety of paying brokerage the reasonableness of com- 
pensation, type of service re indered, or the right of the forwarder to 
participate in commercial type military shipments I do not feel 
qualified to testify as it appears to me that these are subjects on 
which the forwarders or brokers and also the Government agencies 
involved would have a great deal more knowledge and can doubtless 
supply the required information. If any Government agency desig- 
nates a forwarder or broker the lines respect such designation and pay 
brokerage. 

As to an analysis of services rendered to carriers and shippers by 
forwarders and brokers on commercial export shipments it is respect- 
fully submitted that so far as shippers are concerned I am unable to 
testify and doubtless the desired testimony will be or has been received 
direct from shipper interests. 

I can comment on services which the forwarders and brokers render 
to carriers by saying that, generally speaking, the forwarder or broker 
secures and books the es rgo with the steamship company. He traces 
the cargo to seaboard, he constitutes an intermediary between the 
carrier and the shipper in the event of claims of cargo received 1 
damaged condition. 

Often the forwarder or broker advances freight charges for numerous 
of his clients who have cargo on a given ship and otherwise provides 
many detailed services which without a forwarder or broker, the steam- 
ship company would have to undertake itself. 
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Mr. Warren. In regard to the prepayment of freight which you 
indicate forwarders often do, are you indicating that this is one of the 
services of value to the carrier? 

Mr. Puiiurps. It is one of the services which are valuable to the 
carrier. 

Mr. Warren. Which is compensable by the carrier? 

Mr. Puiuuips. Yes. 

Mr. Warren. Complete your statement. 

Mr. Puriurps. What I had intended to convey by that statement 
was that oftentimes a broker will have 8 or 10 or 12 different clients 
on a given ship and he will go to the steamship company and pick up 
the bill of lading for his 6 or 8 or 10 different clients. He will pay the 
freight charge for those 6 or 8 different clients in order to pick up the 
prepaid bills of lading, and he in turn will forward them to wherever 
they are supposed to go in accordance with his instructions from the 
shipper, the bank, or wherever it goes. 

In doing that, in making 1 payment to the carrier in exchange for 
the 6 or 8 bills of lading, he is saving the carrier appreciable time and 
expense because otherwise they would have to wire to Chicago or 
Timbuktu, or go to the shipper in New York and say ‘Give me your 
money and I will send the bill of lading.”’ 

That is what I intended to convey. 

Mr. WarRREN. Suppose you had a shipper who could not readily 
finance his shipments, but a bank made it possible in the same manner 
that the freight forwarder makes it possible. Is that not of value 
to the carrier? 

Mr. Puiuurps. Sure. 

Mr. Warren. Why shouldn't the cartier pay the bank in that case? 

Mr. Puiuurps. That is not the sole basis on which we are paying 
brokerage. 

Mr. WarrREN. You have said that is one of the bases. 

Mr. Puiturps. That is right. 

Mr. Warren. By that logic wouldn't you also say that maybe you 
owe the bank some money? 

Mr. Puaiuurrs. Not unless the bank performed other services of 
value to the carrier. This is just one of many services. 

Mr. WarrEN. Yes. Please proceed: 

Mr. Puiuutps. Generally speaking, by bringing the carrier and the 
shipper together and attending to the requirements and wants of 
both, the forwarder or broker saves the carriers time and expense in 
consideration of all of which the payment of brokerage to the for- 
warder or broker is deemed justified. 

As regards subjects (a) through (7) of the fourth item listed on the 
enclosure to the chairman’s letter of January 10, may I state at the 
beginning that the legal status of forwarders and brokers, the sources 
of forwarders income and significance thereof and the factors affecting 
the forwarders selection of a particular carrier to handle a particular 
shipment seem to me to be subjects on which I, as general secretary 
of the conference, am not qualified to testify. I am sure that the 
testimonies of the forwarders or brokers themselves will be of para- 
mount importance on these subjects. 

The same applies to a certain extent as regards the importance of 
forwarders to small and large shippers and to the development of 
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the foreign commerce of the United States where shipper interests 
are the guiding factor. 

So far as the importance of forwarders to the carriers is concerned 
I can only point out that in a great many instances the forwarder 
acts as the traffic department for a shipper who may be loc ‘ated at an 
interior city of the United States and by having this shipper’s traffic 
department at the port of shipment an apprec iable saving is made in 
time and expense to the carriers straightening out many matters small 
and large which are attendant upon the clearing of export shipments. 

As to the definition of brokerage, I am sure the committee will find 
many interpretations can be applied to that word. In general | 
believe that brokerage can be defined as compensation paid to a 
forwarder or broker for services rendered to the carrier which not 
only include in many instances the securing of cargo for the vessel 
but which constitute many small services some of which have been 
already outlined which are of distinct benefit to the carrier. 

Risking repetition, may I point out here that if nonconference lines 
observe the practice of paying brokerage on commercial export ship- 
ments, which I am given to understand they do, it is essential that 
the conference lines be able to follow the same practice. 

Mr. Warren. Do your member lines favor a regulation setting 
forth a maximum rate of brokerage? 

Mr. Puiuuies. If it applied to nonconference as well as to conference 
lines they would have no objection. 

Mr. Warren. Do you think it would be fair to the nonconference 
lines? 

Mr. Puruurps. If it is fair to one it is fair to the other. 

As to the performance of forwarding functions by carriers I can 
report that this is not the practice in this trade with one small excep- 
tion in regard to which the committee has already been informed. In 
this instance, over the years this practice has become the custom of 
the trade. 

Regarding the solicitation activities of forwarders, carriers and 
shippers it is my understanding that both forwarders ma shippers 
are solicited by the carrier. The reason for soliciting the shipper is, 
of course, obvious and the soliciting of forwarders by the carrier is 
deemed essential not only from a competitive angle as between carriers, 
conference or nonconference, but also because in mnay instances the 
forwarder or broker controls a substantial volume of cargo especially 
when the collective tonnage of his various clients is considered. 

While I cannot testify from personal knowledge as I am not in the 
forwarding busines, it is my understanding that forwarders do actively 
solicit clients and when the forwarder gets the business of these clients 
their cargo is made available to the carrier through the latter’s 
solicitation of the forwarder. 

In subject No. 4 in the list attached to the chairman’s letter of 
January 10, it is suggested that comment is desired upon the respon- 
sibility of the carrier to insure that brokerage is payable when properly 
earned and only to those legally entitled to receive it. This is, of 
course, a very important question and is also a difficult one to answer. 
The carrier is not equipped either physically or legally to inquire into 
the question of whether each and every brokerage bill which it receives 
is earned. They must, therefore, rely on common knowledge and 
competitive practices so that so far as the lines know the brokerage is 
earned. 
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Mr. Warren. Do your lines, sir, conceive of any 
may not be? 

Mr. Puruures. I did not get that? 

Mr. Warren. Do your member lines conceive of anv cases in 
which they might think brokerage is not earned. even though they 
are paying? 

Mr. Putuurrs. It would be very difficult to 
categorically, because if you could pick one 
that in that one instance the brokerage might 
that is quite possible. 

On the other hand, that is one shipment handled by one forwarder. 
That forwarder may have lots of others on the same ship from other 
clients on which the brokerage very definitely could be determined 
to be earned. 

Mr. Warren. Isit earned as far as a particular carrier is concerned? 

Mr. Puiiurps. I am assuming that there are both tvpes, both one 
where it is unearned and one where it is earned. When the brokerage 
bill comes in, it is all lumped on one bill and how the carrier could 
possibly identify the one on which it might not be earned, I don’t 
know. 

Mr. Warren. I realize that you have stated that 
in the position to question whether it is earned or 
work an impossible task upon them. My question 
to this’ Can you, in your personal opinion, o 
their opinion, conceive of any possible 
unearned? 

Mr. Putuurrs. Yes, 

Mr. Warren. Would you state some of them? 

Mr. Putuurps. State some of them? 

Mr. Warren. Yes. give us an example. 

Mr. Puiuures. In the instance where the shipper has definitely 
instructed the lines not to pay brokerage and in conditions where they 
handle the entire shipment themselves there might be a question as 
to whether that brokerage was earned or not. 

Mr. Warren. If Quaker Oats instructed vou not 
on their shipments you would not pay it? 

Mr. Pattures. That is right. 

Mr. Warren. Then. the payment of broke 
whim of shipper instructions? 

Mr. Puiturrs. That is right. If a shipper designates to a carrier 
a given forwarder and a brokerage bill is submitted to the carrier we 
do not go into the question of whether or not in this particular ship- 
ment the forwarder has performed enough functions to earn thie 
brokerage. We follow the shipper’s designations and th 
practice of the trade. 

Mr. Warren. What are other cases you can conceive 
hot earned? 

Mr. Putuurrs. I don’t think I am in a position to give 
on that, Mr. Warren. 

Mr. Warren. Suppose a forwarder provides messenger Services, 
that is, carrying back and forth previously prepared documents to the 
steamship lines. Do you believe in that case. and do your lines 
believe, that brokerage is earned? 
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Mr. Puiuuips. Yes, sir, I think they would if they knew that this 
particular forwarder had been designated by that shipper as his 
forwarder. 

Mr. Warren. I understand that your lines will pay in that case. 
But, what I am after is do they think that a forwarder is entitled to 
brokerage i in that case as a matter of merit? 

Mr. Puituips. I have not discussed that question with them. It 
was pot brought up. 

Mr. WarrEN. In your opinion, sir. 

Mr. Pariirpes. In my opinion I would think, with the custom of the 
trade as it is, that it would have to be considered as earned even with 
just messenger service. 

Mr. WarreEN. Please proceed. 

Mr. Puiturps. As to whether cr not it is paid only to those entitled 
to receive it, 1 can state that on each and every brokerage bill there 
is stamped the following clause: 

In compliance with section 16 of the Shipping Act of 1916, payment by the 
carrier and acceptance of freight brokerage by the broker are on the strict under- 
standing that no part of the brokerage shall revert to the shipper or consignee, 
and that the business of the broker is in no sense subsidiary to that of the shipper 
or consignee. 

The carriers feel that in making payment of the brokerage bill 
with the above clause stamped thereon they have complied with their 
legal responsibility and if there is any question thereof the onus is 
on the man or firm who accepts payment of the brokerage. 

In this connection I would like to stress once more the competitive 
conditions pertaining in this trade where there are more nonconference 
lines operating at the moment than conference lines and to state 
with great sincerity the need of the conference lines to remain at all 
times entirely competitive with their nonconference competitors. 

As to the existence of abuses such as rebating of brokerage, et 
cetera, I can state that the member lines know of no rebating and of 
no splitting of brokerage with the shipper. The waiving or reducing 
of the forwarding fee is, of course, a matter which comes solely within 
the province of the forwarder. Likew ise, the member lines know of 
no payment of brokerage to what is termed “dummy forwarders 

The member lines are not in a position to offer any comment on the 
sufficiency of existing laws and regulations purporting to regulate for- 
warders or brokers nor to suggest additional regulation. Needless to 
say should any irregularities be found in existing practices of forward- 
ers or brokers, the member lines would be most happy to see it cor- 
rected and be glad to cooperate with any new legislation or regulations 
which would rectify such irregularities. 

Mr. WarreEN. | would say that is a safe position. 

Mr. Kuvczynski. Mr. Phillips, this completes your statement as 
to the U.S. A./South Africa Conference? 

Mr. Puiuuirs. Yes, sir. 

Mr. Kuuczynsxi. Are there any questions, Mr. Chase? 

Mr. Cuase. I think not, Mr. Chairman. 

Mr. Puitures. I will proceed with our position with the joint 
statement. 

Mr. Kiuczynskti. Proceed. 
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forint STATEMENT ON BEHALF OF THE LINES MEMBERS OF THE 
InpiA, Pakistan, CEYLon, AND BurMA Outrwarp Freicut Con- 
FERENCE AND THE PERSIAN GULF OuTWARD FREIGHT CONFERENCE 


Mr. Puivurps. This is a joint statement on behalf of the lines mem- 
bers of the India, Pakistan, Ceylon and Burma and the Persian Gulf 
Gulf Outward Freight Conferences. 

The India, Pakistan, Ceylon and Burma Outward Freight Confer- 
ence is an association of steamship lines formed pursuant to section 15 
of the Shipping Act, 1916, as amended and functions under agreement 
No. 7690 duly filed with and approved by the predecessor agency of 
the Federal Maritime Board on April 12, 1946. This conference en- 
compasses the trade from United States Atlantic and Gulf of Mexico 
ports to ports in India, Pakistan, Ceylon and Burma. 

I have been general executive secretary of the India, Pakistan, 
Ceylon and Burma Outward Freight Conference since April 9, 1946. 
The conference consists of 2 American, 2 British, 1 Norwegian, and 
1 Dutch steamship company, a list of whom, together with addresses 
and names of agents, is attached hereto. This conferenc ‘e has two 
associate or nonvoting members, one of whom is American and the 
other Belgian. 

The Persian Gulf Outward Freight Conference is also an association 
of steamship lines formed pursuant to section 15 of the Shipping Act 
1916 as amended and operates under the provisions of agreement 
No. 7700 which was duly filed with and approved by the predecessor 
agency of the Federal Maritime Board on May 27, 1946. 

The scope of this conference is in the outward trade from United 
States Atlantic and Gulf of Mexico ports to ports in the Persian Gulf 
and adjacent waters in the range west of Karachi and northeast of 
Aden, but excluding both Karachi and Aden. 

I have been general executive secretary of the Persian Gulf Outward 
Freight Conference since March 17, 1947. This conference presently 
consists of 1 American, 1 British, 1 Norwegian, and 1 Dutchsteamship 
company and I have again attached to this statement a list giving the 
names of the lines members of the conference together with their 
addresses and agents in this country. 

The committee has inquired as to the views of the lines on matters 
concerning the use of and the compensation received by forwarders 
and brokers on Government export shipments. While in my opinion 
I am not really qualified to testify on the propriety of paying bro- 
kerage, the reasonableness of the compensation or the type of services 
rendered which are questions primarily for the forw arders or brokers 
and the Government agencies to answer, I can indicate briefly that in 
both of the particular trades for which I am now speaking Govern- 
ment export shipments of any sort are relatively small. 

MSTS shipments may be considered as negligible and on such 
shipments as are made I am informed by the lines that the Army or 
the Navy make their own shipments, designate no forwarder or broker 
and no brokerage is paid. 

On such shipments as the lines receive from the Department of 
Agriculture or from the General Services Administration both agen- 
cies have nominated forwarders or brokers and the lines pay brokerage 
at the rate stipulated in the tariff 1% percent to the designated 
forwarder or broker. This, I believe, is generally accepted procedure 
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and the lines do not attempt to question the discretion of the Govern- 
ment agencies in nominating forwarders or brokers. 

The committee has requested an analysis of services forwarders 
and brokers render to carriers and shippers of commercial export 
shipments. Obviously I am not the proper one to testify as to the 
services which the forwarders and brokers render to the shippers and 
[ am sure that testimony to this effect either has been or will be given 
by the forwarders and by the shippers. 

As to the services rendered by the forwarders or brokers to the 
carriers may | state first that generally the forwarders or broker 
secure the shipments from their clients and book them with the 
steamship company. ‘To some extent they serve as an expediting 
agency in tracing shipments to ship’s side, they oversee matters per- 
taining to the repair of cargo received in a damaged condition to 
replacing illegible marks and numbers and take care of manyother 
small details attendant upon getting the cargo to the vessel at the 
time the vessel wishes to receive it. 

Mr. Warren. How do your member lines deem that the forwarder 
secures the cargo to the line? 

Mr. Putiires. The forwarder secures the cargo from his client. 

Mr. Warren. The shipper? 

Mr. Puruurps. Yes, sir, from the shipper. 

Mr. Warren. He procures the cargo from the shipper? 

Mr. Puiuuips. Yes, sir. 

Mr. WarREN. What do you mean there? 

Mr. Puriurps. Due to his relationship with his shipper he secures 
the cargo, if he has cargo, and then he books it with the steamship 
line. 

Mr. Warren. A shipper may say “Book this on any line’; is that 
what you mean by securing? 

Mr. Puiturrs. That is right. 

Mr. Warren. Or he may, in the alternative, decide to book it 
himself. 

Mr. Purtures. That is right. 

These services, of course, would have to be performed by the steam- 
ship company if the forwarder or broker did not exist and are of 
appreciable value to the carrier. In addition, in some instances, the 
forwarder or broker advances the freight charges immediately upon 
picking up the ocean bill of lading which again Tesults in a saving of 
time and money to the carrier. 

They also provide a good measure of service in clearing the export 
declarations through the customs and in deliv ering copies thereof to 
the carrier which must be submitted to the customs with the manifest 
and in the preparation of the ocean bill of lading, et cetera, here again 
contributing appreciably to the efficiency with which the carrier is 
able to complete the necessary paperwork for the loading and clearing 
of his vessel. 

In subject No. 4 of the list attached to Chairman Thompson’s 
letter of January > the position of the witness on several different 
matters is requested. 

As to the legal status of the forwarder or broker the present witness 
not being a law yer, is unable to voice any opinion and he has not been 
empowered by the lines to make any investigation into this matter. 
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| am sure that the forwarders and brokers who have or will testify 
will amply handle this question. 

As to the importance of forwarders to small and large shippers this 
obviously is a question on which shipper interests should testify and 
not a carrier witness. So far as their importance to carriers is con- 
cerned, I can state that in acting as the local export shipping office 
at the actual port of shipment for a shipper who may be located away 
from the port, a forwarder or broker is providing a valuable service 
to the carrier due to his familiarity with export procedure and his 
accessibility to the carriers. While I am not qualified to testify from 
direct knowledge as to the importance of forwarders in developing the 
foreign commerce of the United States my general knowledge of their 
activities would certainly indicate that they are making a real con- 
tribution to this end. 

As to sources of forwarder income and the significance thereof, this 
is, of course, a matter on which the forwarder rather than the present 
witness should testify. 

We have been requested for a definition of brokerage and while this 
again might perhaps more properly come from the broker or forwarder, 
it must, 1t seems to me, be considered as a fee paid to an intermediary 
between the seller of ship’s space, namely, the carrier, and the buyer 
of ship’s space, namely, the shipper, in consideration of the services 
which he renders to the carrier, which, as above indicated, are of 
value and benefit to the carrier. 

It is difficult so testify in detail as to the responsibility of the 
carrier to insure that brokerage is payable where properly earned and 
only to those legally entitled to receive it. I can only say that the 
carriers in the conferences which I represent consider that once a 
forwarder or broker has been designated by a shipper and has com- 
pleted his function in making that shipment, whatever that function 
may be, the lines consider that the brokerage is earned. 

So far as whether or not the broker or forwarder is legally entitled to 
receive the brokerage the lines feel that they are not equipped to 
explore into each and every one of the large number of brokerage 
bills which they receive on every vessel and try and ascertain whether 
or not the forwarder or broker who submitted the bill is legally entitled 
to receive it. To do so would put too large a burden on the carrier 
and would be almost impossible of practical application. 

All brokerage bills are stamped with a clause having reference to 
section 16 of the Shipping Act, 1916, stipulating that payment by the 

carrier and acceptance of fre ight brokerage by the broker are on the 
strict understanding that no part of the brokerage shall revert to the 
shipper or consignee and that the business of the broker is in no sense 
subsidiary to that of the shipper or consignee. With this certification 
on the brokerage bill the lines feel they are justified in paying brokerage 
and that the burden of proof of the legality of the acceptance of the 
brokerage rests with the forwarder or broker who receives the payment. 

Mr. Warren. Mr. Phillips, if 1 may interrupt, can you estimate 
the percentage of cargo that is booked as a result of contact with small 
shippers in the conferences you represent? 

Mr. Puiturrs. | didn’t ask the lines that question, but to put it in 
another way, based upon payments of brokerage as against total 
revenue I might indicate from personal knowledge—lI didn’t ask the 
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lines, but | would think from what I know—around 20 or 25 or 30 
percent, maybe. 

Mr. Warren. Of the total amount of brokerage paid by your 
conference? 

Mr. Puruures. I thought you meant what portion of the cargo came 
from small shippers. 

Mr. Warren. I did originally. 

Mr. Puruurps. That is about 25 or 30 percent. 

Forwarding functions are not performed by any of the carriers 
members of this conference. 

The basis of paying brokerage has,-I believe, already been testified 
to above under the definition of “brokerage.”’ 

Inquiry has also been made as to the extent of solicitation activities 
between forwarders, carriers, and shippers. So far as the carriers 
are concerned it is essential for them to carry on solicitation of both 
forwarders or brokers and shippers. The need to solicit shippers in 
the interest of developing business for one’s own line is self-evident. 
The solicitation of forwarders or brokers to whose care is entrusted 
shipments of many shippers who are oftentimes inaccessible to the 
carrier is equally necessary. Solicitation is merely advertising or 
selling effort and is deemed highly important by eac +h line in order to 
meet competitive solicitation by other carriers both conference and 
nonconference. 

The factors affecting the forwarder’s selection of a particu‘sar carrier 
to handle a particular shipment is one on which this witness may have 
an opinion, but he is not in a position to testify from direct knowledge. 
No doubt this element has been or will be covered fully in forwarder 
testimony. 

As to the existence of abuses and questionable practices involving 
the use of forwarders or brokers such as the rebating of brokerage or 
the splitting of brokerage with the shipper or reducing or waiving the 
forwarding fee, this would seem to be a matter for forwarder testimony. 
Suffice it to say that the carriers know of no such practices, neither do 
they have any knowledge of payment of brokerage to dummy 
forwarders. 

As to the payment of brokerage when not properly earned, | 
have already elaborated above as to the position of the carriers on 
this subject and have indicated that it is our belief that, under current 
practices today, brokerage is earned. 

The carriers are unable to offer any suggestions as to the suf- 
ficiency of existing laws and regulations purporting to regulate for- 
warders and brokers other than to say that conditions so far as we 
know are satisfactory to all concerned under present regulation. We 
have no recommendation to make as to any additional legislation or 
measures which might more properly regulate the forwarding industry 
other than to state that if this investigation reveals that irregularities 
or questionable practices do exist the carriers would welcome any 
correction thereof by official sources. 

Their only request is that in the event such legislation or regula- 
tion is proposed they be kept advised thereof, and be given an op- 
portunity to present their views as to the extent that the proposed 
legislation or regulation might affect their business. 
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Mr. Warren. Mr. Phillips, we will require you to ascertain from 
your membership whether or not any of them have taken contrary 
positions at earlier hearings held by this subcommittee. 

Mr. Puiuurps. I will be glad to do that. 

Mr. Kuivuczynski. Mr. Chase, do you have any questions? 

Mr. Cuass. I have no questions. 

Mr. Kuuczynsxi. Mr. Warren? 

Mr. Warren. I have no further questions. 

Mr. Kuivezynskt. Thank you, Mr. Phillips. 

That completes the hearings for today. 

We will adjourn until 10 o’clock tomorrow morning at which time 
exporter and forwarder witnesses have been scheduled. 

(Whereupon, at 4:55 p. m., Wednesday, January 25, 1956, the hear- 
ing was recessed to reconvene at 10 a. m., Thursday, January 26, 
1956.) 


FOOBS 











INVESTIGATION INTO THE ACTIVITIES OF FOREIGN 
FREIGHT FORWARDERS AND BROKERS 


THURSDAY, JANUARY 26, 1956 


House OF REPRESENTATIVES, 
SPECIAL SUBCOMMITTEE ON FOREIGN FREIGHT 
FORWARDERS AND BROKERS OF THE COMMITTEE 
ON MERCHANT MARINE AND FISHERIES, 
New York, N. Y. 

The subcommittee met at 10 a. m., pursuant to recess, in the 
auditorium, Army Reserve headquarters, 30 West 44th Street, New 
York, N. Y., Hon. John C. Kluezynski (acting chairman of the sub- 
committee) presiding. 

Present: Representatives Kluczynski (presiding), and Chase. 

Present also: Charles F. Warren, chief counsel to the subcommittee. 

Mr. Kiuczynski. The subcommittee will come to order. 

Good morning, gentlemen. These hearings are a continuation of 
a series of hearings held in other major ports throughout the country 
on the subject of ocean freight forwarding and brokerage activities. 
This body is dedicated to the finding of facts for the purpose of 
enabling the Congress to enact better laws. We have no ax to grind 
but we shall insist upon the facts. As a special subcommittee of the 
House Committee on Merchant Marine and Fisheries under the able 
chairmanship of Herbert C. Bonner, we are particularly interested in 
the problems of the American merchant marine. We therefore ap- 
proach these hearings with that in mind. 

I regret to inform you that Congressman Thompson of Louisiana, 
chairman of the subcommittee, will not be here today due to illness. 
However, he will try to attend tomorrow’s hearings. In his absence 
he has designated me to preside. I am John C. Kluezynski, Demo- 
crat of Illinois. On my left we have Jackson B. Chase, the Republican 
member from Nebraska. Mr. Davidson, of New York, was with us 
vesterday afternoon. He had to return to Washington due to a reso- 
lution that he had submitted in the House in the last year to decorate 
Dr. Salk. He is doing that this morning, and I am sure he will be 
with us this afternoon. 

We also have with us our counsel from Washington, Mr. Charles 
F. Warren. Mr. Warren. 

Mr. Warren. Are there any representatives here today from the 
Colgate-Palmolive Co. and International Harvester? If so, please 
step forward. I would like to communicate privately with those 
representatives. 

Mr. Kuuczynski. The first witness is Mr. Vaughn of the Standard 
Vacuum Oil Co. Will you take the witness chair, please. 

Mr. Warren. Mr. Chairman, I have a letter that I think should 
be incorporated into the record prior to questioning the witness 
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Yesterday, reference was made to a letter received from the Quaker 
Oats Co. I wish to read it and suggest that it be incorporated into the 
record. 

Mr. Kiuczynskr. Without objection, so ordered. 

(The letter referred to follows:) 


THe Quaker Oats Co., 
Chicago, I'l., June 24, 1958. 
To Steamship Ojerators and Agenis: 

On July 10, 1950, we gave notice to the various carriers with whom we do 
business that we did not want brokerage paid on any of our shipments. Because 
of rumors that have come to us of the practice followed by some steamship com- 
panies in the payment of brokerage, we again want to mz ake our position clear 

We maintain export offices in New York City, N. Y.; New Orleans, La.; Los 
Angeles and San Francisco, Calif.; Portland, Oreg.; V ancouver, British 6 olumbia; 
and Montreal, Quebec. With few exceptions these offices prepare and handle 
all export documents. 

On rare occasions we find it necessary to employ the services of freight for- 
warders. Where this is done we prepare all documents, and the only service 
required of the forwarder is the filling of the documents at the port. For this 
service we pay the forwarder a fee. 

We arrange all of our own bookings for ocean space 

In numerous ocean trades it is the authorized practice for the steamship lines 
to pay to forwarders brokerage of 1% percent of the freight charges. 

We have declined all requests to authorize this brokerage to be collected by 
forwarders. We do not believe any forwarder is entitled to receive additional 
compensation from the carriers, for services for which they have been paid by our 
company. 

No brokerage is to be paid to forwarders on any shipments made in the name 
of the Quaker Oats Co. or our affiliates which are: Quaker Oats International, 
Ine., Quaker Oats Pan-American, Inc.,The Quaker Oats Co. of Canada, Ltd., 
Canadian Cereal & Milling Co. Mills, Saskatoon Milling Co., Alsask Processors, 
Ltd., G. B. R. Smith Mills, Texas Panhandle Fiour Mills, Sherman Flouring 
Mills. 

We should appreciate your circularizing this to your respective port agents, 

Please acknowledge, and assure us our position on this subject is understood 
and our wishes complied with. 

Yours very truly, 
J. R. Stautey, Vice President. 

Mr. Kiuczynskr. Mr. Vaughan, will you identify yourself for the 
record. If you have a prepared statement we would be happy to 


hear it, after which counsel and members of the committee may desire 
to ask questions. 


STATEMENT OF RAYMOND F. VAUGHAN, MANAGER, ORDER AND 
SHIPPING DEPARTMENT, STANDARD VACUUM OIL CO. 


Mr. Vaucuan. My name is Raymond F. Vaughan, manager of the 
order and shipping department, Standard Vacuum Oil Co. Thave no 
prepared statement. 

Mr. Warren. Mr. Vaughan, would you relate to the subcommittee 
your experience with the company to which you have referred? 

Mr. Vaueuan. The Standard Vacuum Oil Co. was organized in 
1934. | became the head of the order and shipping department in, 
I believe, September 1935. Since that time I have been actively in- 
volved in the placing of orders for petroleum products as well as the 
shipping of petroleum products and materials by liner vessels to the 
Far East, with the exception of the Communist area, to Africa, Aus- 
tralia, and New Zealand. 

Mr. Warren. How many years have you been engaged in trans- 
portation work? 
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Mr. VauGHAN. Forty years. 

Mr. WarREN. Your company is an exporter of various oil products? 

Mr. VaucHan. That is nght. 

Mr. WarREN. Is it substantially correct that the annual freight 
charges paid by your company to steamship lines runs into the 
millions? 

Mr. VAUGHAN. Yes, sir; we ship very substantial quantities from 
ports within the United States. 

Mr. Warren. Now, Mr. Vaughan, would you indicate the chief 
porte that are used for export shipment by your company and the 
approximate percentage of the exports apportioned to each? 

Mr. VauGHan. Well, we ship from all major ports in the United 
States, from Boston around to Vancouver. 

Mr. WarREN. Would you say, sir, that thé majority of these 
exports are handled through the ports of New Yor . _ Philadelphia? 

Mr. VauGHan. No; it is very difficult for me to break it down. 
I do not have the figures at this time. 

Mr. Warren. You must have an idea. 

Mr. VauGHAN. I expressed an idea to Mr. Blumenfeld when he 
questioned me last May. 

Mr. Warren. May I refresh your memory? 

Mr. Vaucuan. I think I said about 15 percent from the port of 
New York. 

Mr. WarreEN. And about 20 percent from the port of Philadelphia? 

Mr. VauGuan. That is right. 

Mr. Warren. Mr. Vaughan, I take it that your company has an 
export department. Will you indicate approximately how many 
people are employed? 

Mr. VauGcuan. I have a department of approximately 48 persons 
actively engaged in all details incidental to the booking of cargo, 
the preparation and dispatch of documents, the preparation also of 
export declarations in respect to all shipments from New York. 
Insofar as other ports are concerned, our company goes as far as it 
can in the preparation of shipping documents for such shipments as 
might be dispatched from the South Atlantic around into the gulf. 

Mr. WarreEN. Does this department handle the booking regardless 
of the port of exit? 

Mr. VauGHAN. That is true. 

Mr. WarrEN. Why has your company decided as a matter of policy 
to handle the booking? Can you advance any reason? 

Mr. Vauauan. Yes. I will answer that in this way: We have good 
knowledge of the services performed by the respective shippmg lines. 
We are in position to readily anticipate loading dates of such vessels 
as we might be mterested in using for the carriage of our cargoes. 
We are in, I think, far better position than anybody else could be in 
handling our business. We like to handle it correctly. We like to 
have a good relationship exist between ourselves and the shipping 
lines and that is one good way to further that relationship. 

Mr. Warren. Is it not a fact, sir, that your company actually pre- 
pares all of the necessary documents in connection with its export 
shipments? 

Mr. VauGuHan. That is true, with, say, minor exceptions. We rely 
upon an affiliate company to prepare documents in Philadelphia. We 
rely upon an affiiate company to prepare documents in the port of 
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Beaumont, Tex. An affiliated company also acts for us in connection 
with the movements from the United States west coast ports. 

Mr. Warren. Mr. Vaughan, it 1s our understanding that your 
company has designated the firm of Caldwell & Co., Inc., to act as its 
freight forwarder. 

Mr. VauGuan. That is right, since 1934. 

Mr. Warren. Is it not a fact that as a practical matter your com- 
pany handles almost everything in connection with these shipments, 
and that the Caldwell Co. is used to perform what is generally termed 
messenger service in connection with the export declarations? 

Mr. Vaueuan. | would like to explain that to avoid misunder- 
standing arising. Caldwell & Co. serve as our broker in the port of 
New York and New York only. 

Mr. Warren. Does he collect brokerage on sh’ pments other than 
New York? 

Mr. VauGHan. No, sir. 

Mr. Warren. Only New York shipments? 

Mr. Vaucuan. Only New York. 

Now, we prepare all documents, true. We prepare the export 
declarations. Caldwell renders the service in respect to the declara- 
tions in that they pick them up, forward them, carry them on to the 
customhouse. 

Mr. Warren. You are talking about a previously prepared docu- 
ment which amounts to messenger service? 

Mr. VauGHan. That is right, su. They are obliged to process 
those export declarations at the customhouse. We give Caldwell «& 
Co. power of attorney. 

Mr. Warren. You have stated that there are 48 persons engaged 
in your traffic department in connection with export shipments. 
Among those persons, do you have vour own messengers to handle 
this? 

Mr. VauGHan. Yes, sir. 

Mr. Warren. Do you have your own messengers to handle bills of 
lading as well as export declarations? 

Mr. Vauauan. Our own messengers carry very few export declara- 
tions to the customhouse. 

Mr. Warren. I take it that Caldwell is limited, as far as messenger 
service is concerned, to passing export declarations? 

Mr. VauGHan. On several occasions we might have asked them to 
carry over bills of lading to the export shipping lines. 

Mr. Warren. Is Caldwell used on every shipment in connection 
with the messenger work to which you have referred? 

Mr. Vauauan. Every shipment out of the port of New York with 
perhaps a few exceptions where our own messengers have been 
involved. 

Mr. Warren. How many messengers do you employ, sir? 

Mr. Vaueuan. Four. 

Mr. Warren. They are actively engaged in handling bills of 
lading and other documents? How about consular documents? 

Mr. VauGuan. These messengers are actively engaged in carrying 
to the shipping lines documents of allsorts. T hey are also procee ding 
to consulates where necessary to obtain visas or consular invoices 
and things like that. 
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Mr. Warren. Didn’t you state to Government investigators that 
the Socony Standard Vacuum Co. did practically everything necessary 
in connection with these shipments except that Caldwell was used as 
a messenger to file export declarations with customs? 

Mr. VauGuan. That was stated. 

Mr. WarreEN. I realize that there are qualifications, and we will 
get to them. 

Mr. Vauauan. All right, fine. 

Mr. Warren. Now, sir, you have indicated a specific service that 
Caldwell renders to your company. For this service does your 
company pay any fee to the Caldwell firm? 

Mr. Vauaeuan. We have never been called upon by Caldwell to 
pay a fee nor have we paid a fee to Caldwell. 

Mr. WarreEN. In connection with shipments from out ports other 
than New York, do you pay a fee? 

Mr. VauGHan. Yes, sir. 

Mr. Warren. To other freight forwarders? 

Mr. VauGHaN. Yes, sir. We are not qualified in those outports to 
attend to all details involved in the exportation of products and 
materials. 

Mr. WarreEN. You are stating that perhaps at outports there is 
more service for a forwarder to perform than in New York where 
you are organized? 

Mr. VauGcuan. Where we are fully equipped to carry on the work. 

Mr. Warren. But, you have previously stated that you prepare 
all of the documents regardless of the port. 

Mr. VauaHan. I would like to clarify that and I think I did give 
Mr. Blumenfeld a clarification. We have of necessity to prepare 
data in respect to export declarations. We want it accurate. We 
also prepare data as to the bills of lading. We send along pro forma 
bills of lading to enable them to see that the consignments are properly 
followed and all details of the Government and ourselves are met. 

Mr. Warren. Do you maintain any employees at the port of 
Philadelphia? 

Mr. VaucHan. We do not, sir. We rely upon Socony-Mobile Co. 
to take care of the details involved in exportations, | mean from the 
time that we serve notice as to our bookings and the volume expected 
to go by respective vessels. 

Mr. WarreEN. You are stating that an affiliate company does this? 

Mr. VauGcuHan. That is true. 

Mr. WarreEN. And Caldwell does not receive brokerage on these 
shipments, but only from New York? 

Mr. VauGcHan. That is true. 

Incidentally, I might remark there is no brokerage paid so far as 
I know out of any of our shipments from the port of Philadelphia. 

Mr. Warren. Now, Mr. Vaughan, have any freight forwarders re- 
quested of your company or its affiliate that they do the freight for- 
warding at the port of Philadelphia? 

Mr. Vaucuan. Yes, I have had several forwarding companies 
located in Philadelphia. I suppose this goes back 3 or 4 years. 

Mr. WarrEN. Why sir, do you suppose that they were interested 
in that account? 

Mr. VauGuHan. They probably heard that we did not have a broker 
there and sought the business. 
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Mr. Warren. Why would they be interested? Would it be to do 
the substantial work that is necessary and required, or would it be for 
any other reason? 

Mr. VauGcuan. Well, they probably wanted to do a certain amount 
of work but their main objective was brokerage. 

Mr. Warren. Prior to 1946 or 1947, I understand that Caldwell 
performed no service whatsoever but nevertheless received brokerage 
payments; is that correct? 

Mr. VauGuan. That is not correct, sir. 

Mr. Warren. Didn’t you state that to Government investigators? 

Mr. Vaucuan. No. I want to be sure. Going back to, say, 
shortly after Standard Vacuum was organized with due respect to the 
historical situation with Caldwell, we insisted upon doing all booking 

; one ; 
and practically all work involved. Caldwell was willing and anxious 
to do more than it was doing and has been up to the present time. 

Mr. Warren. Can you advance any reason why Caldwell is willing 
and anxious to perform this service for your company in view of the 
fact that you have previously indicated that a large traffic department 
is maintained which apparently is equipped to handle these services? 

Mr. Vaueuan. Mr. Warren, I don’t get the import of that question. 
I don’t think my testimony is conflicting. 

Mr. Warren. Did you not tell Government investigators that 
Caldwell came to your company after 1946 or 1947, and wanted to 
perform certain services? Didn’t you say that Caldwell stated that 
the Federal Maritime Board was investigating the forwarding 
industry, and that they believed they should perform some service 
to make their position more secure in regard to the receipt of 
brokerage? 

Mr. Vaucuan. I am sorry. I think there was some misunder- 
standing either on my part or Mr. Blumenfeld’s part. 

Mr. Warren. You do not think that is a fair statement? 

Mr. Vauauan. I don’t think Caldwell came to me in 1946 or 1947 
to bring that to my attention. 

Mr. Warren. | am not saying that he came at that time. I am 
saying that he came. You don’t think so? 

Mr. Vauauan. No, I don’t think that is the situation, sir. 

Mr. Warren. Mr. Chairman, I would like to read into the record 
a portion of a Government report attributed to the witness: 

With respect to the export shipments made by subject company from the port 
of New York, Mr. Vaughan stated that before 1946 and 1947 Caldwell & Co. 
received brokerage from the steamship lines even though they didn’t do any of 
the messenger work in connection with the passing of the export declarations. 
Mr. Vaughan stated that Caldwell & Co. came to his company and said that 
because of some Federal law or investigation, Caldwell would have to do some- 
thing on our company shipments to get them in a better position to collect broker- 
age. Mr. Vaughan stated he facetiously told Caldwell that he could handle the 
messenger work in taking the export declaration from the customshouse since 
they have to do that anyway in connection with their other work. Mr. Vaughan 
said that Caldwell & Co. took him up on the suggestion. Mr. Vaughan said that 
he knew it was a general practice participated in by anumber of shippers and that 
a number of freight forwarders had offered to do the messenger work free of 
charge just for the brokerage. 

Mr. Vaughan said, ‘‘Caldwell would wipe the floor for us if we asked them.”’ 
Mr. Vaughan also said, ‘‘We could get along without even this messenger work. 
We have four of our own and things are a little slack, but they want to do it and 


even do more for us like the booking of cargo at no charge just to get themselves 
in a better position to collect the brokerage.”’ 
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Mr. Vaua@uan. I would like to just state that the reference to 1946 
or 1947 isincorrect. If you take that back to 1936 or 1938, that is the 
situation, sir. 

Mr. WarkEN. Let us forget the dates. I do not think that is too 
material here. I ask you the direct question, sir: Do you affirm or 
disaffirm the substance of the statement I have just read into the 
record? 

Mr. VauGHAN. The statement which Mr. Blumenfeld prepared 
on the whole is correct, sir; but I am pretty sure I referred to, say, 
1936 or 1938, perhaps I did ‘have something in mind then. Frankly, 
I am trying to tell the truth and the whole truth. Perhaps in 1946 or 
1947 somebody did come to me but I don’t think they referred to any 
investigation at the time. I don’t think I mentioned that. 

Mr. Warren. Mr. Vaughan, I think that you further stated that 
when the association of your company and the Caldwell Co. first 
began there was a need for a real brokerage function and today this 
might not be the case. 

Mr. VauaGuan. That is correct. 

Mr. WarREN. And you gave reasons. You stated that at that 
time rates were not standardized, the conference system was not set 
up, and there was more of a need for the performance of true brokerage 
function. 

Mr. Vauauan. No, Mr. Warren, that is not so. I think it is Mr. 
Blumenfeld’s intention to bring that back to the early days even prior 
to the First World War. 

Mr. Warren. Was that the situation at that time? 

Mr. Vauauan. Prior to the First World War, yes 

Mr. Warren. And, today you are acknowledging that perhaps the 
performance of a true brokerage function as existed prior to World 
War I, does not exist? 

Mr. Vauenan. That is right. I would like to interject a remark, 
Mr. Warren. Caldwell & Co. can perform a service to us. I am 
trying to keep abreast of all changes in the shipping situations. 
There are changes from time to time where there are new organiza- 
tions starting and other companies withdrawing. I like to keep my 
ear to the ground and I do rely on Caldwell to keep me posted as to 
changing conditions. 

Mr. WarrEN. But you have stated to Government investigators, 
and I think you previously affirmed that this morning, that in ac- 
tuality the Caldwell firm does not perform functions for you with the 
exception of limited messenger service in connection with export 
declarations? 

Mr. VauGuan. That is true, and bringing in the remark, my reply 
to the previous question. That is true. 

Mr. Warren. What is that? 

Mr. Vavuauan. In connection with relying on Caldwell to keep us 
posted of changes. 

Mr. Warren. Now, sir, you have said that your export department 
consists of 48 people. 

Mr. VauauHan. True. 

Mr. WarrEN. Do you consider these people competent? 

Mr. VaucGuan. I do, sir. 

Mr. Warren. Fully equipped to handle the work? 

Mr. VauaHan. But by the same token 
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Mr. Warren. On every shipment do you consult Caldwell? 

Mr. VauGuan. No, sir. 

Mr. Warren. Would it be a rare occasion? 

Mr. Vaueuan. That is right, but | mean, well, we attend to all 
bookings ourselves, by the same token we expect to hear from Cald- 
well once in a while as to changes within the shipping industry. 

Mr. Warren. Just general information? 

Mr. VauGuan. That is true. 

Mr. Warren. Mr. Vaughan, can vou advance a reason why the 
Caldwell firm is presently used in connection with your shipments 
from New York? 

Mr. VauGcuan. There is an historic situation, Mr. Warren, gomg 
back many years. Caldwell & Co. represented a number of Standard 
Oil Cos. With due respect to that historical situation, there is a 
certain amount of consideration given to Caldwell under the present- 
day conditions. 

Mr. Warren. As I understand it, your company does not pay 

Caldwell in connection with New York shipments even though you 
have acknowledged a forwarding service performed to the extent of 
messenger service in connection with export declarations. Further- 
more, you have indicated that Caldwell gives advice even though it 
may be on rare occasions, and not a necessity to the department of 48 
persons to which you have referred. 

Do you feel that these 48 people, consisting of 4 or 5 messengers, are 
fully competent to handle your needs in regard to shipments from 
New York. Would you say that is a fair statement? 

Mr. Vaucuan. That is the situation, sir. By the same token, and 
| am getting back to your previous comment there—we would like to 
regard Caldwell & Co. as agents of the respective shipping lines with 
which we do business. 

Mr. Warren. As agents of shipping lines. Do these lines with 
whom you do business ever employ Caldwell? How does he come into 
existence? 

Mr. Vaueuan. We have designated Caldwell as a broker in New 
York. 

Mr. Warren. You cause him to come into existence, do you, the 
steamship lines don’t? This committee has heard testimony to that 
effect. 

Mr. VauGcuan. Hasn't the testimony been to the effect that shipping 
lines have a very soft spot in their hearts for brokers? ‘They rely a 
great deal on brokers’ services. 

Mr. Warren. Certainly your company has nothing to lose by 
designating Caldwell since, particularly in reference to New York, it 
doesn’t pay him anything and it Is receiving a certain amount of free 
service. Is that correct? You don’t mind as long as steamship lines 
are paying, do you? JI think the record speaks for itself, Mr. Chair- 
man. 

I have no further questions, Mr. Chairman. 

Mr. Kuvezynskt. Mr. Chase, any questions? 

Mr. Cuase. Would you believe it advisable to recommend the 
payment of forwarding fees to Caldwell? 

Mr. Vaueuan. In our own behalf. 

Mr. Cuase. If you were satisfied that they would not receive a 
remuneration from the carriers? 





FOREIGN FREIGHT FORWARDERS AND BROKERS 533 

Mr. VauGuan. I doubt it, sir. 

Mr. Cuase. In other words, you think that your company is 
suffierently well equipped to handle the forwarding service? 

Mr. Vauauan. Yes, sir. 

Mr. Cuase. That is all, Mr. Chairman. 

Mr. Vavueuan. That would be in New York only, sir. 

Mr. Cuase. Yes. 

Mr. Kuvczynski. Thank you, Mr. Vaughan. 

Mr. Warren. Thank you, Mr. Vaughan. 

Mr. Kuivuczynskti. We will have an announcement by the counsel. 
Mr. Warren. 

Mr. Warren. The Caldwell Co. will not be scheduled as the next 
witness in that this committee is considering its relationship with 
other exporters. Accordingly, the next witnesses will be representa- 
tives from the Ford Motor Co. I request that Mr. Evans and Mr. 
Donnovan take the stand. 


STATEMENTS OF I. E. EVANS, OPERATIONS MANAGER FOR SUP- 
PLY OPERATIONS; THOMAS DONOVAN, EXPORT DEPARTMENT; 
AND L. T. WILLIAMS, OFFICE OF GENERAL COUNSEL, INTER- 
NATIONAL DIVISION, FORD MOTOR CO. 


Mr. Kivuczynski1. Would you gentlemen identify yourselves to the 
reporter for the record. 

Mr. Evans. May name is I. E. Evans, and I am operations man- 
ager for supply operations, Ford International division. 

Mr. Kiuczynski. You may proceed, Mr. Evans. 

Mr. Evans. I have no prepared statement. 

Mr. Kuivuczynski. Is Mr. Wolf present? 

Mr. Evans. Mr. Wolf is also here. 

Mr. Kiuczynski. Do any of you gentlemen have a prepared state- 
ment? 

Mr. Evans. No. 

Mr. Kuivczynski. Mr. Warren has some questions, Mr. Evans. 

Mr. Warren. Mr. Evans, would you briefly relate to the com- 
mittee your experience in transportation work for Ford Motor Co. or 
any other company prior to that time? 

Mr. Evans. Well, I have been in the export automotive business 
for some 22 years. I have been with the Ford Motor Co. since the 
spring of 1949. While I have other responsibilities, traffic has been 
one of mine since approximately 1950. 

Mr. Warren. Mr. Evans, will you indicate the type of export 
shipments made by the Ford Motor Co.? 

Mr. Evans. We handle the shipment of all Ford products overseas 
that originate in the United States and to practically all areas of the 
world. 

Mr. Warren. Mr. Evans, will you further indicate the approxi- 
mate percentage of vour exports which are made from the port of 
New York? 

Mr. Evans. | don’t think | could give you a number. 

Mr. Warren. The information I have, sir, according to Govern- 
ment reports, indicates approximately 60 to 70 percent of your total 
exports are made from the port of New York. 
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Mr. Evans. I would say that is substantially correct. 

Mr. Warren. So, the substantial amount of your shipments are 
handled through the port of New York. 

Mr. Evans. It is a large percentage. 

Mr. Warren. Now, sir, I further note that about 25 percent of 
your shipments are made from the port of Philadelphia. 

Mr. Evans. I would say that is approximately correct. 

Mr. Warren. Substantially, New York and Philadelphia are your 
ports of exit. 

Mr. Evans. That is correct. 

Mr. WaRREN. Now, sir, in regard to the international division of 
the Ford Motor Co., I take it that you maintain in that division a 
traffic department. Would you indicate how many persons are 
engaged in traffic and transportation? 

Mr. Evans. You must keep in mind that in our traffic department 
there are approximately 123 people, but that number might or might 
not relate directly to traffic depending on the definition of the term, 
if you follow me. 

Mr. Warren. How many people would you say are engaged 
freight forwarding activities as the generally accepted term applies? 

Mr. Evans. I don’t think I could answer that without a definition 
of forwarding activities, but in the preparation of documents other 
than commercial invoices. 

Mr. Warren. Arranging for the calling of the cargo forward, that 
area of activities. 

Mr. Evans. In the neighborhood of 100 people. 

Mr. WarrEN. So you have that many people. 

Do these people prepare all of the documents that are necessary 

regard to these shipments? 

Mr. Evans. That is correct. 

Mr. Warren. How many messengers are employed to distribute 
these documents as required? 

Mr. Evans. Five. 

Mr. Warren. Five people. 

Mr. Evans. That is correct. 

Mr. Warren. Do you have people that are, in particular, engaged 

the preparation of ‘consular invoices? 

Mr. Evans. Yes; we do. 

Mr. Warren. Is a consular invoice required on every shipment? 

Mr. Evans. No; it is not. 

Mr. Warren. On most of your shipments? 

Mr. Evans. I don’t think I can answer that factually. There is a 
large number of them; yes. 

Mr. WARREN. Now. sir, do you have your own messengers which 


also disseminate and distribute to the proper authorities the consular 
invoices? 


Mr. Evans. Yes; we do. 

Mr. Warren. Mr. Evans, does the International Division handle 
all booking in regard to its export shipments? 

Mr. Evans. Yes; we do. 

Mr. Warren. Can you indicate the reason for such? 

Mr. Evans. We are dealing in a very high-priced, high-value cargo, 
a very bulky cargo. I would say our chief reason is speed i in an effort 
to move the cargo quickly. 
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Mr. WarreEN. On the basis of the testimony you have given thus far, 
sir, it appears that the International division is substantially equipped 
to handle its own freight forwarding, which we admit might be a 
vague concept. 

Mr. Evans. Well, we do. 

Mr. WarrEN. And you actually do handle it? 

Mr. Evans. That is correct. 

Mr. WarREN. We understand that the J. R. Willever Co. is desig- 
nated to receive brokerage on these shipments, is that correct? 

Mr. Evans. That is correct. 

Mr. WarREN. Does it receive brokerage on shipments from both 
New York and Philadelphia? 

Mr. Evans. Yes; that is correct. 

Mr. WarreEN. For the services that Willever might perform for 
the Ford Motor Co., is there any fee paid the Willever Co.? 

Mr. Evans. No; there is not. 

Mr. WarrEN. Now, let us get to the services that Willever might 
perform for the Ford Motor Co. 

What services are performed for your company? 

Mr. Evans. Well, I could give you a somewhat broad sketch of it. 
Willever compiles certain freight information which is collected from 
the tariffs and so forth. 

Mr. WarrEN. Now, is it not true that that information is available 
from other sources? 

Mr. Evans. Undoubtedly it is available from the steamship lines 
themselves. 

Mr. WarreEN. Do you receive approximately the same information 
in due course from other sources even though Willever may furnish it? 

Mr. Evans. I don’t think we do. 

Mr. Warren. How valuable is this information to you? Is it 
necessary for your operation? 

Mr. Evans. It is necessary. 

Mr. WarreEN. You have acknowledged that there are 100 people 
engaged in this work. You mean that there is no one that is present 
to obtain such information? 

Mr. Evans. That is correct. 

Mr. Warren. Now, Mr. Evans, what explanation can you give to 
explain why the Willever firm was designated as freight forwarder by 
the Ford Motor Co.? 

Mr. Evans. To a large degree I would say it is historical. It 
came into being a number of years ago and before my connection 
with the Ford Motor Co. 

Mr. Warren. Anyone can answer this question. 

Mr. Wixuiams. To go back, Williams and Terhune were used back 
in 1908. Mr. Willever was associated with that firm. He has con- 
tinued to be the one who has handled the freight brokerage for Ford 
since that time. 

Mr. Warren. Mr. Willever was a member of a predecessor corpo- 
ration dating back to 1908? 

Mr. WiuuiaMs. Yes, sir. 

Mr. WarREN. When was the J. R. Willever firm organized? 

Mr. Wixuiams. In 1946. 

Mr. Warren. Recapitulating your testimony, and will you correct 
me if I am incorrect? The substance of your testimony is that the 
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International Division does its own booking regardless of the port of 
exit. 

Mr. Evans. Excuse me if I may interrupt. There are exceptions 
to that. 

Mr. Warren. Minor exceptions? 

Mr. Evans. A small percent; yes. 

Mr. Warren. You have indicated that the bulk of your export 
volume emanates from New York and Philadelphia. 

Mr. Evans. That is correct. 

Mr. Warren. And furthermore, sir, that this division handles 
and prepares in actuality all of the necessary papers? 

Mr. Evans. That is correct. 

Mr. Warren. That it is duly equipped to perform in fact the 
things that are required for freight forwarding. However, you have, 
in fairness, acknowledged that Willever occasionally renders general 
advisory information, change in rate schedules or something of that 
nature. 

Mr. Evans. That is correct. 

Mr. Warren. That is not so with respect to every shipment? 

Mr. Evans. No. 

Mr. Warren. How many shipments do you have per month? 

Mr. Evans. Let me define it this way: The number of sets of 
documents prepared would run in the neighborhood of 100 to 125 
per day. 

Mr. Warren. Per day? 

Mr. Evans. Per di ay. 

Mr. Warren. | take it that the freight charges run into the 
millions of dollars. 

Mr. Evans. That is correct. 

Mr. Warren. And, furthermore, your testimony is that Willever 
receives brokerage fees on shipments from New York and also 
Philadelphia. 

Mr. Evans. That is correct. 

Mr. Warren. And you advance as a reason for the designation 
of the Willever Corp. the fact that, in 1908, Willever was first asso- 
ciated with the company, and later, in 1946, there was an incorpora- 
tion. For historical reasons, Willever has been the freight forwarder 
for the Ford Motor Co. 

Mr. Evans. I am sorry, sir. He is a broker, not a forwarder. 

Mr. Warren. You do not call him a forwarder? 

Mr. Evans. No, sir. 

Mr. Warren. Does he perform any forwarding function for you, in 
the commonly accepted definition of the term? 

Mr. Evans. In my opinion, no. 

Mr. Warren. Would you generally state that your traffic depart- 
ment is substantially inde ‘pendent, and capable of executing and han- 
dling the forwarding functions in regard to those shipments? 

Mr. Evans. I would say so, ves, substantially. 

Mr. Warren. Mr. Chairman, | have no further questions at this 
time. 

Mr. Kiuczynskr. Mr. Chase. 

Mr. Cuass. As I understand it, your traffic department takes care 
of all the booking. 

Mr. Evans. That is correct. 
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Mr. Cuase. And the designation of the carriers, the ships to handle 
it? 

Me. Evans. That is correct. 

Mr. Cuase. You say Willever has been designated as your broker. 
Will you state what he does in that capacity? You stated that Will- 
ever was employed as your broker, not your forwarder. 

Mr. Evans. That is right. 

Mr. Cuase. What does he do as a broker in your company? 

Mr. Evans. I think the J. R. Willever Co. has come to be depended 
upon both by the lines and ourselves for the things that he does do, 
which is to a large extent primarily the compiling of information that 
is valuable to us which probably we would have to compile ourselves 
or ask the lines to do it. 

Mr. Warren. You would have to ask one of the hundred people 
that you employ to compile this information, perhaps? 

Mr. Evans. Yes. 

Mr. Cuase. Is there anything else that you can recall that he does 
as a broker? 

Mr. Evans. Yes. Our people use his office quite frequently, in 
fact regularly. 

Mr. Warren. Ford employees use the Willever office? 

Mr. Evans. That is right. 

Mr. Warren. Why do they use the office, sir? 

Mr. Evans. Well, vou understand that of course we make a large 
number of shipments every day to many different parts of the world. 
The documents are prepared in our office and they are dispatched by 
messengers. They have to go to the consulates, to the banks, to the 
steamship companies, but frequently they must have someplace to 
go to to assemble the documents in their entirety. 

Mr. Cuase. Does Ford reimburse Willever for these employees who 
use the office for expenses incurred? 

Mr. Evans. Our messengers? 

Mr. Cuase. Yes, who use Willever’s office facilities, telephone 
service. 

Mr. Evans. Yes. 

Mr. Cuase. Do you use Willever for these expenses frequently? 

Mr. Evans. No. 

Mr. Cuase. | have no further questions. 

Mr. Kuivuczynskxi. Mr. Evans, you stated that in your export 
department, you have about 100 employees; is that correct? 

Mr. Evans. That is correct. 

Mr. Kuiveczynski. Is it not true that you have 127 just for the 
record? 

Mr. Evans. These remaining employees perform other services. 
In our organization the traffic department prepares the outbound 
invoices. 

Mr. Kivuczynskt. Which would number 127? 

Mr. Evans. That is right. 

Mr. Kuiuczynski. Did we get the names of the other gentlemen? 

Mr. Evans. Mr. Donovan is in charge of all of our documentation 
activities. Mr. L. T. Williams is from the Office of General Counsel. 
Mr. Wolf, who was mentioned, is Mr. R. V. Wolf, traffic manager. 

Mr. Kiuczynski. The next witness will be the representative of the 
Willever Co. Is he here? 
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Mr. Lukas. Yes, sir. 

Mr. Kuivuczynsxkr. Will you kindly take the stand and identify 
yourself for the record. Have you a prepared statement, sir? 

Mr. Lukas. No, sir. 


STATEMENT OF JOSEPH R. WILLEVER, PRESIDENT AND TREAS- 


URER; AND ALEX LUKAS, SECRETARY, J. R. WILLEVER, INC., 
NEW YORK 


Mr. Witiever. My name is Joseph R. Willever. I have been 
employed in the export shipping business since 1908. At the present 
time I am the president and treasurer of J. R. Willever, Inc., New 
York City. We are brokers, freight forwarders, and insurance 
brokers. At the present time we have 30 active accounts engaged in 
foreign commerce throughout the world in diversified fields. 

Mr. Warren. Mr. Willever, is your company a member of any 
forwarding or broker association in the city of New York? 

Mr. WILLEVER. Yes. 

Mr. Warren. Would you name the association? 

Mr. Wittever. The Customs House Brokers and Forwarders 
Association. 

Mr. Warren. Mr. Willever, how many employees are associated 
with the Willever Co.? 

Mr. Wituever. Eight. 

Mr. Warren. Does that include yourself, sir? 

Mr. Wittever. Yes. 

Mr. Warren. Have there been eight employees over the years, or 
have you added additional ones lately? 

Mr. Wittever. We have had eight employees since 1946. 

Mr. Warren. Now, sir, you have indicated that you have approx- 
imately 30 accounts. 

Mr. Witiever. That is right. 

Mr. Warren. Altogether? 

Mr. Witiever. That is right. 

Mr. Warren. Would you say that the Ford account is your most 
substantial account? 

Mr. Wituever. It is on a brokerage basis. 

Mr. Warren. Would you say that the Ford account represents 
the majority of the brokerage received by your firm on an annual 
basis considering all the accounts you have mentioned? 

Mr. Witiever. It does. 

Mr. Warren. Could you indicate an approximate percentage? 

Mr. Wititever. About 87 to 90 percent in the last few years. 

Mr. Warren. Are any other of your accounts with shippers affili- 
ated or subsidiary to the Ford Motor Co.? 

Mr. Wiiuever. No. 

Mr. Warren. With respect, sir, to each and every shipment, do 
you perform definite service for the Ford Motor Co.? 

Mr. Wiiiever. No. 

Mr. Warren. Do you receive a forwarding fee from the Ford 
Motor Co.? 

Mr. Wituever. No. 

Mr. Warren. Describe, sir, the precise nature of the service that 
you perform for the Ford Motor Co. 
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Mr. Wittever. Well, details of activities: We act for the shipper. 
We are available to furnish them whatever information they request 
of us. We are requested by them to obtain the ocean freight rates 
on many commodities from the North Atlantic ports and other United 
States ports; also freight rates westbound from Europe to the United 
States. We maintain an alphabetic list of steamship companies and 
their entire official personnel staff keeping it up to date with supple- 
ments. We furnish them with ships’ itineraries. 

Mr. Warren. Mr. Willever, excuse me. I was interested in that. 
Do you have anything to do with the booking or actual control over 
the booking? 

Mr. WiLtever. No. 

Mr. Warren. In regard to these shipments? 

Mr. Witiever. No. , 

Mr. Warren. You do not have any right to specify that a shipment 
shall go on a certain line? That is done by the International Division? 

Mr. Witiever. That is right. 

Mr. Warren. But you do render this advisory service in respect 
to particular shipments? 

Mr. Wituever. No; it is an overall picture. 

Mr. Warren. Do you receive brokerage from both the ports in 
New York and Philadelphia? 

Mr. Witiever. Yes. 

Mr. Warren. What, sir, do you do specifically for ocean carriers 
to receive this brokerage? What is the brokerage function which 
vou perform? 

Mr. Wittever. | have a note here. As evidence that we perform 
a brokerage function to the carriers in connection with the Ford 
Motor Co. shipments we submit herewith two freight-rate booklets 
prepared and edited and documented by us showing the rates that 
we solicit from the carriers covering the commodities that the client 
is interested in throughout the world from the North Atlantic and 
the Great Lakes ports. 

Mr. Warren. Is it correct that Ford utilizes on practically all of 
these shipments berth term lines? 

Mr. Witiever. That is right. 

Mr. WarreEN. Are these conference liners? 

Mr. Witiever. Not entirely. We have both conference and non- 
conference. 

Mr. WarREN. Well, essentially are most of the shipments handled 
by conference lines? 

Mr. Wituever. I would say yes. 

Mr. WarrEN. Aren’t these rates available and standardized? 

Mr. Wittever. Not through publications by the carriers. 

Mr. WarREN. You mean the conference does not? 

Mr. Wituever. Only on contract basis. 

Mr. WarrEN. Is Ford operating under a contract basis? 

Mr. WitLever. On automobiles, yes. 

Mr. WarrEN. Do automobiles amount to a substantial percentage 
of the total volume of your exports? 

Mr. WitLeEver. Yes, greatly. 

Mr. Warren. Mr. Willever, which attorney was used to obtain the 
incorporation certificate for organizing the J. R. Willever & Co.? 

Mr. Wittever. I didn’t get the first part, sir. 

70668—56——35 
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Mr. Warren. Which attorney was used to obtain the incorporation 
certificate.? 

Mr. Wiuuever. Mr. C. Fellrath. 

Mr. Warren. Would you identify Mr. Fellrath, please? 

Mr. Wituever. He is an attorney for the Ford Motor Co., sir. 

Mr. Warren. Does he also hold a position in the Ford Motor Co? 

Mr. Wituever. I believe he does now. 

Mr. Warren. Would you indicate the ownership of your concern, 
sir? 

Mr. Wittever. At the present time I am the sole stockholder of 
the corporation. 

Mr. Warren. As of what time, sir? 

Mr. Wittever. Last fall. 

Mr. Warren. Last fall. Would you explain the ownership prior 
to last fall? 

Mr. Wittever. There were three: Ann, Josephine, and Edith 
Ford. 

Mr. Warren. Would you describe the percentage of stock owned 
by these persons? 

Mr. Witutever. Ninety percent. 

Mr. Warren. And you owned 10 percent? 

Mr. Witiever. Yes, sir. 

Mr. Warren. Was the change in ownership prior to May 6, 1955, 
or after that date? 

Mr. Wiiiever. After that date. 

Mr. Warren. That was, as a matter of fact, after you had spoken 
to Government investigators on this subject? 

Mr. Wituever. Yes. 

Mr. Warren. Sir, have any payments of brokerage ever been 
remitted in any way to Ford Motor Co.? 

Mr. Wittever. No, sir. 

Mr. Warren. They have at all times remained separate and apart? 

Mr. Wittever. They have, absolutely. 

Mr. Warren. They have not gone back into the Ford Motor Co.? 

Mr. Wittever. No, sir. 

Mr. Warren. But you have acknowledged that prior to a certain 
date 90 percent of the stock was owned by 3 members of the Ford 
family. 

Mr. Wittever. Yes, sir. 

Mr. Warren. And dividends were declared on this stock? 

Mr. Wiiiever. That is right. 

Mr. Warren. Mr. Willever, do you have any accounts on which 
you have waived your forw arding fee? 

Mr. Wittever. No, sir. 

Mr. Warren. In fixing your fees, sir, as a freight forwarder with 
30 accounts, do you take brokerage into consideration in the overall 
picture? 

Mr. WitLEveER. No, sir. 

Mr. Warren. The payment of brokerage to you does not in any 
way affect your forwarding fees? 

Mr. Wittever. It has nothing whatever to do with what we 
receive as compensation for forwarding service 

Mr. Warren. I presume you are aware of the fact that this com- 
mittee has heard evidence to the contrary from freight forwarders, 





FOREIGN FREIGHT FORWARDERS AND BROKERS 541 


and you are stating even in the light of that, that you never consider 
brokerage in arriving at a forwarding fee? 

Mr. Witiever. No, sir. 

Mr. WarrREN. Can you explain what are the elements taken into 
consideration in arriving at such fee? 

Mr. Wititever. Covering the service of preparation of dockets, 
delivery orders, preparation of ocean bills of lading, preparation of 
customs declarations and passing customs declarations from the 
customs. 

Documentation: This is only charged to those countries where 
certificates of origin and consular invoices are required necessitating 
additional time and service for those shipments not requiring this extra 
documentation. We have a charge for the preparation of certificates 
of origin. There is a charge in the case where we complete the shippers 
drafts for clients under letters of credit or draft collections. 

Presenting papers to the bank and receiving payments from the 
bank and remitting to the shipper: We employ a reliable translator 
outside of our employ. This man is responsible for the preparation of 
consular invoices. He bills us for his service and we pass this charge to 
the shipper, the exact amount billed. 

Mr. Warren. Mr. Willever, bave you finished? 

Mr. Wittever. No. We do not charge for messenger service, tele- 
phone calls, or postage. The exception in charging for postage would 
be only those for heavy airmail envelopes. 

Mr. Warren. Mr. Willever, will you indicate the amount of 
brokerage received during the years 1954 and 1955 separately from 
carriers? You may submit that in confidence if you desire, or you may 
state it at this time. 

Mr. Witiever. I will do that, sir. 

Mr. Warren. Do you have a figure available? 

Mr. Wituever. Yes. 

Mr. Warren. Do you have any other accounts, sir, upon which 
you perform less or as little as the services which you have described 
to us today in connection with this account? 

Mr. Wiutever. No, I would not say we do. They are all on a 
thorough forwarding basis which we do all of the transactions. 

Mr. Warren. I have no further questions, Mr. Chairman. 

Mr. Kuuczynski. Mr. Chase. 

Mr. Cuase. | have no questions. 

Mr. Kuiuczynskt. I want to thank you, Mr. Willever. 

Mr. Witiever. Thank you, sir. These are for you. This is my 
evidence of solicitation rates from the carriers. 

Mr. Kuiuczynskr. The next witness is Mr. Crosby of Balfour, 
Guthrie & Co. Mr. Crosby, will you identify yourself for the record? 
Have you a prepared statement? 

Mr. Crossy. I have not a prepared statement. 


STATEMENT OF ERNEST H. CROSBY, EXPORT TRAFFIC MANAGER 
BALFOUR, GUTHRIE & CO., LTD., NEW YORK, N. Y. 


Mr. Crospy. My name is Ernest H. Crosby, and I am employed 
by Balfour, Guthrie & Co., Ltd., 67 Wall Street, New York, as export 
traffic manager. I do not have a prepared statement. 

Mr. Kiuczynsxi. Mr. Warren. 
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Mr. Warren. Mr. Crosby, would you briefly relate your experience 
in tre peepee ition with your company or its predecessors? 

Mr. Crossy. With the present company my services began in 1932 
and | ae been associated in transportation prior to that date from 
1923 with domestic and foreign transportation. 

Mr. Warren. How many persons, sir, are employed by the traffic 
de ‘partment of Balfour, Guthrie & Co., Ltd.? 

Mr. Crossy. At the present time ‘there are 26 persons besides 
myself making a total of 27 in the export traffic department. 

Mr. Warren. Will you name the chief ports used by the Balfour 
Co. in its export shipments? 

Mr. Crossy. Well, the chief port is New York and we also utilize 
virtually every other port on North Atlantic, the South Atlantic, and 
the gulf coast. 

Mr. Warren. Would you indicate the percentage of total export 
shipments handled from the port of New York? 

Mr. Crossy. Well, I will have to try and refresh my memory. I 
do not recall exactly what I told Mr. Blumenfeld but I would say, 
and you correct me if the statement is otherwise, that about 80 percent 
possibly would be shipped from New York. 

Mr. Warren. And | believe that you indicated that 10 percent was 
handled from New Orleans. 

Mr. Crossy. I would say that is approximately correct. 

Mr. WARREN. In connection with the export department of vour 
company, d loes it perform all booking regardless of the port of exit? 

Mr. Crossy. Basically; yes. At the outports occasionally the book- 
ing is done by our forw arder at that port, but in the port of New York 
the booking is all done bv ourselves because we do maintain our 
traffic department here. We do not have a traffic department set up 
to do forwarding business in any of the other ports and we therefore 
must rely upon freight forwarders and they do on occasion at our 
request arrange a suitable booking for us but that is in the minority. 

Mr. WarrEN. Do you think it is fair to state that the freight 
charges on your shipments amount to millions of dollars per annum? 

Mr. Crosry. Well, the »y will be a substantial amount; yes. They 
will exceed $1 million, sir. 

Mr. WarreEN. Does the traffic department of your company pre- 
pare the necessary documents used? 

Mr. Crospy. In the port of New York we prepare all of the docu- 
ments including export declarations, dock receipts, consular invoices, 
and so forth. 

Mr. Warren. This is on the bulk of your tonnage since 80 percent 
of it is handled out of New York? 

Mr. Crossy. That is correct. At the outports we do on occasion 
ask forwarders to prepare documents on urgent shipments but nor- 
mally it is our practice to prepare in New York documents to be sent 
to our forwarders by mail to the outports. 

Mr. Warren. Do you prepare your own consular invoices? 

Mr. Crossy. We do. 

Mr. Warren. What is required? Is it necessary to have know!l- 
edge of a foreign language? 

Mr. Crossy. Yes. 

Mr. Warren. And you have such people in your transportation 
division? 
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Mr. Crossy. We have to a certain extent, Spanish and French. 
In other languages we have to use the services of some translation 
agency. 

Mr. Warren. Does your traffic department, in connection with 
shipments handled at the port of New York, perform every forwarding 
function that is required? 

Mr. Crosspy. At the present time we are using a forwarder to per- 
form @ messenger service similar to certain other shippers in clearing 
export declarations. 

Mr. WARREN. Previously prepared? 

Mr. Crossy. Previously prepared by us, delivering them to the 
steamship companies, together with the bills of lading, later picking 
up the signed ladings and bringing them back to our office and they 
also perform another service of delivering orders to the various 
railroads. 

Mr. WarrEN. This is basically messenger service, this distributing 
of documents? 

Mr. Crossy. Yes, sir. 

Mr. Warren. As of what date did Nyos begin performing messenger 
service? 

Mr. Crossy. That began the latter part of 19 55 

Mr. WaRrREN. Can you be more specific, sir? 

Mr. Crossy. I would say on December 1. It has been in effect for 
2 months. 

Mr. Warren. Then, there has been a change and now Nyos, Inc., 
is doing the messenger service. Do you pay a forwarding fee for this 
service? 

Mr. Crossy. We do. 

Mr. Warren. Do you believe that if only messenger service is per- 
formed that you should pay a forw arding fee? I presume that you feel 
you should pay it since you are paying it. 

Mr. Crossy. We feel that it is fair to pay a forwarder for the serv- 
ice that he has performed, such as I described. 

Mr. Warren. And you categorize such service as you have de- 
scribed as a forwarding function? 

Mr. Crossy. Yes. 

Mr. Warren. Now, would you state the name of this concern? 

Mr. Crosspy. The name of our authorized forwarder in New York 
is Nyos, Ine. 

Mr. Warren. Prior to December 1955, specifically, what did the 
Nyos do for your company? 

‘Mr. Crossy. They at all times stood ready to perform any service 
we might require. 

Mr. Warren. Did they perform service with respect to each and 
every one of your shipments handled from the port of New York? 

Mr. Crossy. No; they did not? 

Mr. Warren. Is the service which you are about to describe 
service that is rendered occasionally? 

Mr. Crosspy. Yes; I would have to say that it was occasionally. 
It is not of a regular nature. 

Mr. Warren. Would you say that your export de partment, con- 
sisting of 26 persons, is capable of handling its shipments? Prior to 
December , did you have to rely upon Nyos? 
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Mr. Crossy. We would not nave to rely upon Nyos to perform all 
of the functions in the port of New York, but the services that I was 
about to describe involve other services of a more diversified nature. 
[ would like to put them in the record if I may have that privilege. 

Mr. WarrREN. You may. 

Mr. Crossy. For a period of 1 year, about 1950, Nyos did all of 
our air freight forwarding. 

Mr. Warren. Your air freight forwarding? 

Mr. Crossy. Air freight forwarding. 

Mr. Warren. We are speaking of ocean forwarding. 

Mr. Crospy. I appreciate that. They have performed services of 
a freight forwarder. 

Mr. Warren. Are you indicating that the lines are paying for these 
services that Nyos is rendering to air carriers? 

Mr. Crossy. No; I am trying to say that they have performed 
forwarding services for us. They have also engaged in the past in 
procuring tanker freight for us for bulk commodities. 

Mr. Warren. What percentage of your products are in that 
category? 

Mr. Crospy. In passengers that tonnage has been substantially 
large, but at the present time it is a small percentage. 

Mr. Warren. Prior to December 1955, did Balfour pay any for- 
warding fee to Nyos? 

Mr. Crossy. No; we did not. 

Mr. Warren. You did not. Do you think that the people under 
you are fully capable of executing aa export shipment without reliance 
upon the Nyos firm? 

Mr. Crospy. In the port of New York | think we could do it. 

Mr. Warren. In the port of New York. 

Mr. Crossy. I think we could do it. 

Mr. Warren. Is brokerage paid to Nyos only in the port of New 
York? 

Mr. Crospy. Only in the port of New York. 

Mr. Warren. Can you submit any reason why in December 1955 
Balfour decided to allow Nyos to perform the messenger service you 
have described? 

Mr. Crossy. The only reason being for that that they have re- 
peatedly asked us to let them perform certain of the forwarding 
services and we have felt that we were best equipped to do it ourselves. 

Mr. Warren. Why did you then allow them to do the messenger 
work? You just said that you felt that you were equipped to han- 
dle it 

Mr. Crosry. I think the answer to that can only be that they bad 
been collecting brokerage for some years and we felt that they cer- 
tainly should do some service in order to warrant that. 

Mr. Warren. Do you think Nyos might have been interested in 
making his position more secure by performing these services since 
previously you have indicated that he did not perform services for 
you? Would you say that is a fair statement? 

Mr. Crossy. No; I indicated that he had performed services but 
not the routine services that we have been discussing. I want to 
make it clear that it was not that he did not perform any service 
whatsoever. 

Mr. Warreyv. Would you answer the question? 
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Mr. Crossy. That was undoubtedly the basic reason for the 
change of procedure at that time. 

Mr. Warren. Mr. Chairman, I would like to read an excerpt from 
a Government report attributed to Mr. Crosby and suggest that this 
report be incorporated into the record at this point. 

Mr. KiuczyNski. You may read it. 

Mr. WarREN (reading): 
Mr. Crosby stated that he doesn’t think that they (namely, freight forwarders 
can do it (namely, forwarding services), as well as his staff can handle it, and it 


would be more burdensome than it would be worth in his opinion to try to get 
them involved in some way in the freight forwarding work. 


Would you say that that statement could fairly be attributed to you, 
sir? 

Mr. Crossy. I would say that is basically correct, and I can add a 
little to that if I may. Due to the worldwide business that we do 
there are many, many different forwarding instructions that have to 
be complied with. We have had a trained staff doing that for years 
who are thoroughly familiar with all of the different requirements and 
when I made that statement to Mr. Blumenfeld it was with that 
thought in mind, that it would take months, perhaps years, to train 
a forwarder to take over all the exact details that we were be con- 
versant with. I think that would clarify why I started as I did to 
\Mr. Blumenfeld. 

Mr. WarrEN. Can you state why Nyos was in the beginning desig- 
nated as forwarder for your concern? 

Mr. Crossy. Well, as near as I can recall, they were rad a 
about 1945. Asa result of an affiliation between a Mr. Cunningham 
and a Mr. Williamson who were jointly employed by the British Food 
Mission in Washington at the time, and with the cessation of their 
pat art Mr. Cunningham decided to go into the freight forward- 
ing business and we were asked if we would be agreeable to authorize 
them to become our freight forwarders, and with the offer that they 
would stand ready to do any service we required of them at any time, 
and that was the basic reason. It was principally a friendly 
arrangement. 

Mr. Warren. Was Nyos, Inc., ever an affiliate of the Balfour Co.? 

Mr. Crosspy. Nyos? 

Mr. WarrEN. Yes. 

Mr. Crossy. No. 

Mr. WARREN. It was never affiliated with Balfour? 

Mr. Crosspy. Not Nyos, Inc. 

Mr. Warren. Was any forwarding firm ever affiliated with the 
Balfour Co. 

Mr. Crosspy. I don’t recall of any. Any forwarding firm, no. 

Mr. Warren. Any broker? 

Mr. Crossy. No. ae are not affiliated with Balfour. 

Mr. Warren. Mr. eee [ have no further questions. 

Mr. Kuvuczynski. Mr. Chase 

Mr. Cuase. As I unde i und it, your own traffic department handles 
all matters pert uning to the booking of your cargo and the selection 
of the carrier. 

Mr. Crosspy. Yes; in the port of New York. 

Mr. Kiuczynski. No further questions, Mr. Crosby. We want to 
thank you for appearing before the committee this morning. 
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We will take a recess for about 5 minutes. 
(Brief recess.) 

Mr. Kiuczynskt. The committee will come to order. 

Is there a representative of the Nyos Co. here? 

Mr. WHATELEY. Yes, sir. 

Mr. Kuvezynsxt. Will you please take the witness stand and 
identify yourself for the record? 


STATEMENT OF ANDREW J. WHATELEY, PRESIDENT, NYOS, INC., 
NEW YORK, N. Y. 


Mr. Wuaretey. Andrew J. Whateley, president of Nyos, Inc. 

Mr. Warren. Mr. Whateley, is your firm a member of any for- 
warder or broker association in the port of New York? 

Mr. WuareE.ey. Yes, sir. 

Mr. Warren. Would you state the name? 

Mr. Wuarecey. Foreign Freight Forwarders and Custom Brokers. 

Mr. Warren. How many persons are employed in your company? 

Mr. Wuaretry. Eight. 

Mr. Warren. Would you indicate the number of accounts which 
you have? If you do not wish to divulge this publicly, you may sub- 
mit in writing at this time to me the number of accounts. 

Mr. Wuaretry. No, sir. 30. 

Mr. Warren. Are all eight of these persons solely engaged in 
freight forwarding or are they performing functions other than 
forwarding? 

Mr. Wuare try. All in the operation of freight forwarding, sir. 

Mr. Warren. In regard to these 30 accounts, do vou perform any 
forwarding services for any of these shippers for which no charge is 
made? 

Mr. Wuatetny. No, sir; every one has a fee. 

Mr. Warren. In computing your forwarding fee, do you, in the 
overall, take the amount of brokerage that you will receive into con- 
sideration? 

Mr. Wuaretey. Yes, sir; the overall picture. 

Mr. Warren. And you ‘take other factors, of course, into con- 
sideration? 

Mr. Wuaretry. We have to, yes, sir. 

Mr. Warren. Does the amount of brokerage that you receive on 
Balfour shipments constitute the majority of the total brokerage 
revenue received by your concern? 

Mr. Wuarexey. I would say, sir, it is just about 50 percent overall. 

Mr. Warren. Would you state what the 50 percent number 
amounts to, confidentially? 

Mr. Wuars.ey. I[ have it here, sir; and will pass it to you, sir, later 
if you like. 

Mr. Warren. Yes, sit 

Do you have any account upon which you render less or as little 
service to the shippers involved as the Balfour account? 

Mr. Wuaretry. No, sir; we render more service to those 30 
accounts. 

Mr. Warren. In respect to the services rendered to Balfour, it 
was stated that they are limited to messenger service, principally, the 
distribution of prepared documents. Is that correct, sir? 
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Mr. WuarE ey. Yes, sir. 
Mr. Warren. Prior to December 1955, did you perform this service? 
Mr. Wuatetey. Not the messenger service, no, sir. Other serv- 

ices, not the messenger service. 

Mr. Warren. Prior to 1955 what did you do? 

Mr. Wuate.tey. Well, I have a few notes, if I may read some of 
them. 

Mr. Warren. You may. Be as brief as possible. We are in- 
terested in precise facts and you should know fairly readily what you 
did. 

Mr. WuHaTeE.LeEyY. Yes, sir. We have made some bookings on occa- 
sion when called upon. 

Mr. Warren. In rare cases? 

Mr. Wuaretey. Very rare, sir. 

Mr. Warren. You are speaking of New York? 

Mr. Wuaretry. New York; the gulf, Lake Charles. 

Mr. Warren. Do you receive brokerage on shipments from New 
York only? 

Mr. WuaTe.ey. All with the exception of that one on the gulf. 

Mr. Warren. Does the Balfour Co. pay you a forwarding fee on 
shipments from the gulf? 

Mr. WuHatTe.ey. No, sir. 

Mr. Warren. And of course not from New York? 

Mr. Wuatetey. No, sir. 

Mr. Warren. But as of December 1955 they are paying you? 

Mr. Wuate.trey. Yes, sir; almost $300 a month. Yes, sir. 

Mr. Warren, may I explain some more facts, sir? 

Mr. Warren. Yes, sir. 

Mr. Wuarte.ey. The company of Balfour places orders with meat 
concerns in Canada whom we act as forwarders for and and these meats 
come down consigned to us with our shipments. When these ship- 
ments arrive here we issue delivery orders, dock receipts, the necessary 
details in the performance of delivering to the steamer for Balfour. 

Mr. Warren. In the overall picture, does this account for a very 
minor amount of the total tonnage involved on Balfour shipments? 

Mr. WuHaTELeEy. Yes, it is a minor amount. 

Mr. WarreEN. Minor? 

Mr. Wuaretey. But we do bill for those services to Balfour. 

Mr. Warren. For the services? 

Mr. WuarTeey. Yes, sir. Balfour also has used us for storage of 
some merchandise for which we again billed for those services. 

Mr. Warren. Do you think that this entitles you to brokerage 
from steamship lines? 

Mr. Wuatety. No;I am trying to give you the overall picture, sir, 
of what we do perform. 

Mr. Warren. Yes. What do you believe entitled you to brokerage 
from steamship lines prior to December 1955? 

Mr. Wuate ey. Well, directly I would say not but for the overall 
performances throughout the period of years for what we can render 
we are always there to be called upon. 

Mr. Warren. You are there if they need you? 

Mr. WuHaTe zy. Yes, sir. 
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Warren. And do you believe that ae December 1955 that 
you do anyth ing more which entitles you » brokerage, and which 
makes your position more solidified? 

Mr. Wuaretey. No; I wouldn’ t say so, sir, but we have brought 
some accounts to Balfour in the development of business so much so 
that it will benefit Balfour and Nyos and the carrier in getting the 
business which otherwise they would not have gotten unless it were 
developed. 

Mr. Warren. You have been responsible for getting accounts for 
your shipper whom you represent? 

Mr. Wuaretey. We try to. 

Mr. Warren. In turn that would increase his exports? 

Mr. Watery. Yes, sir; and help the carrier get shipments that 
would have never developed. 

Mr. Warren. Can you be a little more specific about these 
accounts? 

Mr. Wuaretery. Just that some people from Columbia came up 
here. 

Mr. Warren. This is just something that happened in the course 
of your association? 

Mr. Wuaretey. Yes; 6 or 7 months ago. 

Mr. Warren. But really, when Balfour designated you it is pre- 
sumed that it designated you for the purpose of freight forwarding? 

Mr. Wuarevey. Well, and any other assistance you might be able 
to give. 

Mr. Warren. Was Nyos ever an affiliate company of Balfour? 

Mr. WuHareLey. No, sir. 

Mr. Warren. Were you ever associated with an affiliate forwarding 
xr brokerage company of Balfour? 

Mr. Wuaretey. Definitely not. 

Mr. Warren. Why do you suppose Balfour designated you, in the 
first instance, as a forwarder? 

Mr. Wuare.ey. Well, I don’t go back that far, Mr. Warren. 

Mr. Warren. As long as you know anything about it. 

Mr. Wuare ey. I have only been the president 2 years. I was 
there prior to that but I do not know what the intention was. 

Mr. Warren. Mr. Chairman, I have no further questions. 

Mr. Kiuczynskt. Mr. Chase. 

Mr. Cuase. I have no questions. 

Mr. Kivezynsxi. Mr. Whateley, you say that you also store food 
for the Balfour Co. Does that mean meat from Canada? 

Mr. WuareLtey. We don’t store food. The Balfour Co. places 
orders with a firm in Canada and then these carloads are consigned 
to New York to us, Nvos. We go to Balfour for instructions as to 
where they want it delivered. We never store it. We deliver it to 
the steamer. 

Mr. Kuivuczynski. I thought you had the refrigerated space. [ am 
interested. I come from the stockyards in Chicago and I would like 
to store some of that Swift or Armour Co. meat. 

Mr. Warren. For the sake of the record, is it not a fact that prior 
to 1955, vour firm did not render tangible service with respect to each 

and every Balfour shipme nt? 

Mr. Wuaretey. That is correct, sir; only those that I stated. 

Mr. Warren. I have no further questions. 
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Mr. Kivuczynskx1. Thank you, Mr. Whateley, for the splendid 
information you have given this committee. 

Gentlemen, I want to thank each and every one of you for the 
splendid cooperation you have given us. We are about on schedule. 
We can hear one more witness before going to lunch. 

The next witness will be Mr. Ogden of the Socony Mobil Co 

Mr. Ogden, will you take the witness chair and identify yourself 
to the reporter? 


STATEMENT OF ROBERT B. OGDEN, MANAGER, FOREIGN SHIP- 
PING DEPARTMENT, MOBIL OVERSEAS OIL CO., INC. 


Mr. Oapen. May I have the opportunity of reading my statement? 

Mr. Kiuczynsxi. You may proceed, Mr. Ogden. 

Mr. Ocpen. I am Robert B. Ogden, manager of the foreign ship- 
ping department of Mobil Overseas Oil Co., Inc., and am responding 
to your committee’s request addressed to the president of Socony- 
Vacuum Oil Co. I would like to explain at the outset that Socony- 
Vacuum legally changed its name to Socony Mobil Oil Co., Ine., in 
April 1955. Further, that on January 3, 1956, Socony Mobil trans- 
ferred to a subsidiary, Mobil Overseas Oil Co., Inc., many of its 
foreign interests and assets. Mobil Overseas does now and will in 
future perform the export shipping functions for itself, its parent, and 
for some domestic subsidiary companies. Whenever, then, I speak 
of the company, in a general sense, I will use the familiar abbreviation 
‘“Socony.” 

I would like to say that in view of the testimony of Mr. Vaughan 
of Standard Vacuum Oil Co., I think we might make clear that 
Standard Vacuum Oil Co. is an affiliate of both Socony Mobil Oil Co. 
and Standard Oil Co. of New Jersey, but we are not considering 
Standard Vacuum as a part of the Socony family in this statement. 
Is that clear? 

Mr. Kuvezynskt. Yes. 

Mr. Oapen. I have been in my present position for only about 4 
years. I am therefore unable to state from yA own knowled ge and 
expe ‘rience what events and considerations led the situat — I am 
here to explain; however, I have talked with me: leslie rs of my depart- 
ment having long service, as well as with annuitants, wad studied 
various records and therefore believe that that portion of my statement 
dealing with earlier years is substantially correct. 

Socony performs most of its own forwarding services. For more 
than 60 years, Socony and its predecessor companies have been 

engaged in the export of petroleum products and the items of equip- 

mort and supplies required to build up producing, refining, and 
marketing activities throughout Europe, the Middle East, North and 
West Africa and Latin America. Since as long ago as 1900 it bas had 
a foreign shipping department in its New York offices, and in 1929 
a branch of the foreign shipping department was opened in Phila- 
delphia. 

Currently, with a staff of 84 persons at New York and 3 at Phila- 
delphia, practically all of the steps involved in the export transaction, 
except sales and finance, are carried on under my direction. That 
is to say, we receive requisitions from foreign subsidiaries, branches 
and customers, draw suitable orders on Socony’s or other suppliers’ 
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refineries, secure export licenses, book space on vessels of our own 
choosing, instruct the refineries (or suppliers of other items of supplies 
and equipment) when, where and how to make delivery to the port, 
and finally prepare and dispatch most export documents to consigneas 
and/or other offices as required. 

Services of freight forwarders are also used. At certain ports where 
we have no employees, we have appointed, either directly or through 
Caldwell & Co., 50 Broad Street, New York City, freight forwarders 
torepresent us. Thus, we are represented by forwarders at Baltimore, 
New Orleans, Houston, Los Angeles, and San Francisco. 

Mr. Warren. What percentage of the total volume involve your 
shipments for the ports you mentioned? 

Mr. Oapen. Baltimore, New Orleans, Houston, and San Francisco 
would account for less than 10 percent of our total volume. 

Mr. Warren. In these cases, where forwarders are used, does your 
company pay the forwarder a fee for his services? 

Mr. Oapen. It does, and I will come to that later in the statement. 

For shipments out of these ports, we customarily book the cargo on 
the vessels of our own choosing and prepare all documents as 
completely as possible, thus leaving to the forwarder a minimum of 
service to perform at the port of exit. Very rarely, in emergencies, 
we may give the forwarder the freedom to book space on a vessel of 
his choosing. 

Forwarders in these ports customarily bill Caldwell for their forward- 
ing services and out-of-pocket expenses incurred for our account; 
Socony reimburses Caldwell upon presentation of its bill. 

Mr. Warren. Why would these forwarders at outports bill Cald- 
well? Why don’t they bill Socony? 

Mr. Ocpen. Because we look to Caldwell as our forwarder. 

Mr. Warren. Does Caldwell rece ve any of the compensation on 
these shipments? 

Mr. Oapen. It does receive 50 percent. I will come to that. 

Mr. Warren. On out-port shipments? 

Mr. Ocpren. On the out-port shipments. 

Mr. Warren. For designating the forwarder used at these various 
ports? 

Mr. Ocpren. As a participant in the operation, the brokerage 
operation, if you like. 

Mr. Warren. Is it fair to say that on all of your export shipments 
Caldwell participates to some extent on the brokerage? 

Mr. Oapen. No, it is not a fair statement. 

Mr. Warren. What is the exception? 

Mr. Oapen. The exception is in the case of our direct appointment 
of Judson-Sheldon division of National Carloading Co. in Houston. 

Mr. Warren. I will rephrase my statement: Is it fair to say that 

Caldwell receives brokerage to some extent on the substantial majority 
of your export shipments? 

Mr. Oapen. It is a fair statement. 

Mr. WarreEN. Please procee odd. 

Mr. Ocpen. When the forwarder in the out-port has been appointed 
directly by Socony, the forwarder bills Socony for services performed 
and expenses incurred and Socony pays such forwarder direct. The 
total of forwarding fees paid by Socony at all these ports in 1955 was 
approximately $5,500. 
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At other minor out-ports, such as Charleston, Savannah, Tampa, 
Cleveland, Detroit, Buffalo, and Boston, after a booking is made by 
Socony we request the steamship companies or their agents to handle 
the clearance of the export declaration and comple tion of the bill of 
lading. No charge is made to Socony for this ‘‘forwarding service”’ 
by the steamship companies or their agents at the above-named ports. 

At New York and Philadelphia, Socony’s staff is capable of per- 
forming all of the forwarding services. 

Mr. Warren. When you get down to the essentials of this, aren’t 
you talking about a messenger service? 

Mr. Ocpen. I prefer not to consider that as strictly a messenger 
service in view of the fact that Caldwell has a power of attorney from 
both Mobil Overseas and Socony Mobil Overseas and Socony Mobil 
and its employees are therefore empowered to act in the authenti- 
cating process. ‘That is, they sign as an agent. 

Mr. WarrEN. You categorize this service as a part of the for- 
warding function? 

Mr. OcpeEn. Correct. 

Mr. WarreEN. You do not compensate Caldwell? 

Mr. OcpEen. We do not. 

Mr. Warren. Do you think there is anything basically wrong 
with that in your opinion, in your company’s opinion? 

Mr. Ocpen. If you don’t mind, I would prefer that you hold your 
questions until I have completed my statement. 

Mr. Warren. We will want to know the answer to that. 

Mr. Oapen. I will be very glad to give it to you. 

Mr. WarrEN. Please proceed. 

Mr. Oaprn. However, it does make use of the messenger service 
provided by Caldwell to take Socony’s export declarations. to the 
customhouse, have them authenticated, present a copy of it to the 
carrier, obtain a delivery permit and bring back the permit and copy 
of declaration to us. Caldwe II's messengers may also occasionally 
deliver bills of landing to, or pick them up from, the carriers’ office 
whenever Socony’s own messenger service is te mporarily inadequate. 

Historical status of Caldwell & Co. as Socony’s freight forwarder 
broker from 1915 to 1955: 

In order to appreciate the present, it is usually helpful to understand 
the past. The following brief summary of the past 40 years’ experi- 
— I hope, will h»lp in such understanding: 

During World War I and immediately thereafter, a severe 
PP of cargo space gave rise to the practice of fre ight brokers 
contracting for ‘large segments of space of vessels coming on berth. 
This space was then booked with shippers at rates and on terms fixed 
by the brokers. It was thus essential that shippers engage space with 
brokers during this period. 

Following this and during the early 1920’s, brokers discontinued 
contracting to avoid the heavy financial risk and, instead, served as 
true brokers by negotiating contracts between carriers and shippers. 
During this period, “for example, Caldwell negotiated for Standard Oil 
Company of New York, and for Vacuum Oil Co. (two predecessor 
companies), at firm and favorable rates, contracts for the carriage of 
large tonnage of cased gasoline and kerosene for period of up to a year. 
_ Mr. Warren. This true brokerage function is not a function that 
in the liner trades can be readily performed today. What is your 
Opinion? 
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Mir. Oapen. It is confined to a much more limited amount today. 
n 1925 until the early 1930’s, steamship conference became more 
influential in all the important trades. By instituting the merchants 
rate agreement mae rs contract), with standard terms and condi- 
tions for all shippers, contract signers were granted lower rates than 
noncontract shippers in return for exclusive patronage of the confer- 
ence carriers. During this period and up to World War II, when these 
contracts were suspended, Caldwell was the intermediary through 
which ees signed merchant rate agreements with many confer- 
ences Caldwell was successful in e {Tee ting favorable rate concessions 
and special contract ne and, when rate increases were proposed 
during contract periods, Caldwell’s participation in negotiations was 
frequently successful in tempering such increases. In all such con- 
ference contracts, Caldwell was specifically named the “‘broker.”’ 

Sometime during the period from about 1925 to 1941 there began 
the occasional practice of eer personnel booking urgent cargo 
direct with the carrier, and by 1941 it is probable that a majority of 
the cargo was being booked & Socony personnel, but, in every in- 
stance, the booking was “confirmed” by Caldwell to the carrier. 

4. In 1942, shortly after the beginning of World War II, rigid 
vovernmental controls were placed over commercial export move- 
ments. Due to regulations by Bureau of Economic Warfare in 
issuing export licenses, War Shipping Administration in assigning 
space to specific cargo and vessels to particular operating agents and, 
finally, Office of Defense Transportation in issuing rail movement 
permits, a choice of carrier did not exist and the shipper was concerned 
primarily with fulfilling every aspect of the routine to keep to a mini- 
mum the inevitable delays. During this period, Caldwell did not 
confirm Socony’s bookings, but Socony designated Caldwell as ‘‘for- 
warder”’ and Caldwell did receive brokerage, as permitted under 
WSA regulations, in most trades. 

Mr. Warren. During this period what did Caldwell do to receive 
this brokerage? 

Mr. Ocpen. I think that if I may go on 

Mr. Warren. Would you answer that? You should know that 
by now, or does your statement later clarify it? 

\Mir. OapeEN. | believe the statement will clarify it. At least it 
treats of the thing in the overall position. 

\ir. Warren. I want to know specifically during this period what 
did Caldwell do. 

Mr. Oapen. Specifically, during this period I think that it is fair 
to say that Caldwell’s function was that of advisory service. 

Mr. Warren. On every shipment? 

Mr. Oaprn. No. 

Mr. Warren. Occasionally. 

Mr. Oapren. As requested. 

Mr. Warren. How often was it requested? 

Mr. Ocpen. I can not answer that question. 

Mr. Warren. We would like to know. 

Mr. Oapen. Would you like to have something in a letter? 

Mr. Warren. Well, we will ask Mr. Caldwell that. You may 
proceed. 

Mr. Oapen. All right. 

In the early war period, manpower problems beset Socony, who 
used young men as outside messengers. This resulted in Caldwell 
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offering to provide without charge occasional messengers, and led to 
their providing the permanent periodic messenger service, previously 
described, which continues to this day. 

Immediately after World War I], when commercial shipping 
returned to the seas, Socony customarily made all bookings direct 
with the carriers of its choice and Caldwell was furnished with an 
internal Socony form called Advice of Booking by means of which 
they are enabled to confirm the space booked to the carrier on Cald- 


: well’s freight engagement form. Socony has in each shipment made 
out of New York and Philadelphia, as well as some shipments out of 
| other ports, designated Caldwell as the forwarder on the export 


declaration and ocean bill of lading and continues to do so. 

Mr. Warren. May I interrupt at this point? 

I read from your statement: 

This resulted in Caldwell offering to provide without charge occasional messen- 
gers and led to their providing the permanent periodic messenger service previously 
described which continues to this day. 

Do you mean what you say there? That is serious language, you 
know. 

Mr. Oapen. That is serious language? 

Mr. Warren. It could be. 

Mr. Oapen. It could be? 

Mr. Warren. Please proceed. 

Mr. Oapen. All right. 

Present status of Caldwell & Co.: It is my judgment, in viewing 
the events of the past 40 years, that three major circumstances have 
resulted in stripping Caldwell of the appearance of a normal brokerage 
function, that of being the constant intermediary between Socony and 
the carriers, that is (1) the increasmg dominance of shipping confer- 
ences, (2) World War II transportation regulations, and (3) the growth 
of carrier solicitation in all forms. 

Mr. Warren. Mr. Ogden, would you please explain these three 
things briefly? 

Mr. Warren. Well, briefly, No. 1, “the creasing dominance of 
shipping conferences,’ means that the conditions of carriage under 
conference contracts gave little to be negotiated in the normal berth 
liner carriage of cargo. ‘World War I] transportation regulations,” 
which I think I explained in my statement, were of such nature that 
the shipper virtually had to make all of his arrangements without 
resort to or help from a forwarder unless that forwarder were acting 
as the principal himself and in connection with (3), “the growth of 
carrier solicitation,”’ I think the best explanation of that is that the 
more solicitation and active negotiation occurs between individual 
carriers and a shipper the less a shipper would find occasion to call a 
broker or forwarder into assignment. It is a question of getting 
accustomed to fighting for yourself, shall we say. Is that satisfactory? 

Mr. Warren. Thank you. 

Mr. Oaprn. However, I believe that today carriers on the east 
and gulf coasts generally recognize that brokerage is payable to that 
forwarder designated by the shipper on each bill of lading 

So far as I know, there has been no intervention, no ruling, nor 
nxdmonition relative to this long-established practice by the Federal 
Maritime Board, the Maritime Administration, or any other govern- 
mental authority. I am aware of the USMC statement in docket 


> I don’t get the import 
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645: “Brokerage is compensation for securing cargo for the ship.” 
So far, this has not been further defined as meaning actual booking 
of space with the carrier. Should it be so defined, the shipper could, 
nevertheless, qualify the forwarder to receive brokerage by allowing 
him to make the booking. 

With respect to shipments on conference vessels, it is wy opinion 
that Caldwell does not need to book space for Socony’s cargo, since 
they negotiated our signing merchants rate agreement with the several 
conferences and this action constitutes securing the cargo for the 

carriers. Caldwell bas served as intermediary from time to time in 
respect to Pama on nonconference vessels where no contracts are 
customary. 

Estimated brokerage accruing to Socony’s shipments: An approxi- 
mate breakdown by port areas of the freight revenue accruing to ocean 
carriers from Socony shipments during 1955, and the brokerage 
assumed to have been paid, is given below. 


“ae Estimated 

Port area rome | brokerage 

. , payable 
1. New York-Philadelphia $5, 150, 000 $64, 375 
2. Baltimore, New Orleans, Houston, Los Angeles, San Francisco - - 667, 000 8, 337 


ia) 


3. South Atlantic-Great Lakes ‘ 58, 000 | 725 


Note.—Brokerage has been calculated at 144 percent; some trades pay up to 5 percent brokerage, but 
they are not significant in total. 


Mr. Warren. May I stop you here? 

Mr. OapeEn. Yes. 

Mr. Warren. These are shipments from New York and Philadel- 
phia which constitute presumably the great percentage freight 
revenue. 

Mr. Oapen. Yes. 

Mr. Warren. On these shipments precisely what does Caldwell do 
for you? 

Mr. Oapen. On those shipments specifically, as a service for the 
shipment, only the messenger and passing of the export declaration 
and so on, which I described previously in the statement. 

Mr. Warren. And he gets $64,375 for that in the year you have 
given. 

Mr. Oapen. Assuming that that was the amount Caldwell was 
able to receive, yes. 

Mr. Warren. That was an estimate. 

Mr. Oapen. Yes. 

I am thinking there specifically of the North Atlantic Continental 
trade which, as Mr. Andrews testified yesterday, did introduce high 
brokerage rates in this past year. 

Caldwell would have been entitled to all the brokerage payable on 
shipments out of New York and Philadelphia, and generally to at 
least 50 percent of the total brokerage at all other ports except Hous- 
ton, where part of the shipments are made with an independently 
designated forwarder. Their total brokerage from our account in 
1955 would thus approximate $68,000. They have received no pay- 
ment from Socony for services rendered to us for ocean shipments 
from New York or Philadelphia, but Socony has paid Caldwell for the 








a 
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forwarding fees charged by their correspondent forwarders at the 
ports named in the second group of the above table. 

Mr. WarrEN. May I interrupt at that point, sir? 

Mr. Oapen. Yes. 

Mr. Warren. Can you advance a reason why in one case Socony 
is paying forwarding fees and in the other case it is not? 

Mr. Oapen. I think the easiest way to express the reason is that 
in the case of the shipments out of the ports where Socony’s employees 
are not present the extent of the forwarding services is greater. 
That is to say, actual partial preparation or completion of some of the 
export documents. 

Mr. WarrEN. In outports, do they actually call the cargo forward 
to the port of exit? 

Mr. OapeEn. Yes, in that we consign the cargo to the forwarder 
and they call it forward from the intermediate transportation 
company to the vessel. 

Mr. WarrEN. But, in all ports Caldwell renders some form of 
forwarding service? 

Mr. Oapen. In all ports. 

Mr. Warren. In all ports that he is used he renders some service? 

Mr. Oapen. Caldwell itself does not. Its correspondent broker- 
forwarder performs that. 

Mr. Warren. Well, in New York and Philadelphia he does that 
directly? 

Mr. Oapen. Yes. 

Mr. Warren. Please proceed. 

Mr. OapeEN. Substantially this brokerage picture has prevailed 
ever since Caldwell has been designated as our forwarder-broker, 
except that there would have been differences in the volume of ship- 
ments (overall and from the several port areas), the freight rates and 
the corresponding freight revenue and brokerage payable. I have 
no compilation with me for prior years. 

I would like to get into the services rendered by Caldwell. 

A few comments about the services rendered by Caldwell seem 
appropriate at this point. 

The messenger service, and clearing of export declarations, and 
so forth, for shipments out of New York and Philadelphia constitutes 
a portion of normal forwarding services. 

Mr. Warren. In that case, where certain functions are being per 
formed by your forwarder and the company is getting the service 
free of charge, do you believe, and you may consult your counsel, 
that an indirect rebate under the Shipping Act might be involved? 

Mr. Oapen. I would like to state it to be my personal opinion that 
it is not arebate. I have discussed it with my counsel and they are 
not prepared to state any legal position on the question. 

Mr. Warren. Do you believe that any of the transportation rate 
is going back to you which might cause discrimination against other 
shippers who are having to pay for this service? 

Mr. Ocpen. I fail to see where any discrimination arises in that 
anyone can have the advantage of these services which we enjoy. 

Mr. Warren. Would you force one to make a choice to use a 
forwarder? 

Mr. Oapen. d would not force him to make such a choice. 

Mr. Warren. Therefore, does that argument obtain? 

70668—56——36 
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Mr. Oapnx. Anyone who maintains its own foreign shipping 
department Is in the same position we are in. 
\ir. Warren. Please proceed, sir.. 


Mir. Oapen. Two, rlioation of ocean rate schedules for all pe- 
oleum products. I understand that these schedules are provided 
free to any oil company—not just those who name Caldwell as for- 
varde r—hence they must be construed as publicity material caleu- 
lated to benefit Caldwell in the long run and not forwarding service 
to ohn Socony should impute a monetary value, even though 
Socony makes use of these schedules. 

Mir. Warren. Do you believe that this is a service which justifies 
the receipt of brokerage? 

\lr. Oapen. I would say that it is one of the services which justifies 
the receipt 

Mir. Warren. But, you have qualified the extent of the service, 
and referred to the availability elsewhere of the service. Please 
proceed 

Mr. Oapen. Three, negotiation with or without Socony’s request, 


i 


with carriers and conferences to secure space, rate concessions, or 


improvements, or service. These activities appear to be the normal 
b roke rage fune tions of acting between shipper and carrier. 
Mr. Warr Are you speaking of pre ‘limins ary negotiations prior to 


actual saainast What do you mean “with or without Socony’s 
request’? 

Mr. Oapen. | am talking of the negotiations which may be con- 
cerned with a specific shipment or with respect to the international 
commerce in general. 

Mr. Warren. Does this occur on each and every shipment? 

Mr. Ocpen. It does not. 

Mr. Warren. Does that occur on the majority of your shipments? 

Mr. Ocpen. No, there is no need for it to. 

Mr. Warren. Why not? 

Mr. OcpeN. Because of the statement I made earlier about most 
shipments going on conference carriers and the terms and conditions 
and rates being very well stabilized and known. 

Mir. Warren. Please proceed. 

Mr. OcpeNn. Four, preparation of contracts of affreightment be- 
tween Socony and carriers for shipments (booked by Socony) of bulk 
oil in deep tanks of cargo vessels. This is clearly a brokerage function. 

Mr. Warren. Is this a special case? 

Mr. Ocpen. It is a specific shipment situation. 

Mr. Warren. How minor is it in relation to the total volume of 
vour export trade? 

Mr. Ocpen. Well, in terms of total volume, I think that the bulk 
shipments on dry cargo vessels might run between 5 and 10 percent of 
oul total vo lume, 

Mr. Warren. Does that mean that Caldwell is booking? 

Mr. Ocpen. It does not. We have booked the space. We have 
advised them of it, and either we or the carrier has requested them to 
prepare the contract of affreightment. 

Mr. Warren. Please pro¢ eed. 

Mr. Ocpren. May I conclude? 

Mr. Warren. Surely 











FOREIGN FREIGHT FORWARDERS AND BROKERS 557 
Mr. Oapen. If we feel 0 the contract terms which the cargo 


carrier 1s asking for are unfair or apetimectory to us, we would leay 


it to Caldwell to negotiate proper contract terms 
Mr. WarREN. On rare jicebniinnt 
Mr. Ocpen. Not rare occasions, no. It may happen 4 or 5 times 


a month. 

Mr. Warren. And on approximately 5 percent of 
volume? 

Mr. Oapen. Yes. 

Mr. Warren. All right. 

Mr. Oapen. Five, counsel and advise Socony personnel on any and 
all matters pertaining to ocean shipping, forwarding and, generally, 
international trade. We believe this, also, to be a brokerage function, 
as we assume that Caldwell would similarly advise shipping personnel 
and conference personnel of situations from ‘‘our side of the fence 

Mr. Warren. In regard to that, how many people did you say are 
cmapennet | in ae export department? 

Mr. Oapen. A total of 87, including myself. 

Mr. Warren. As to this advice, don’t you think these 87 people 
are competent to handle these shipments? Must they rely on Cald- 
well for handling these shipments? 

Mr. Oagpren. Now, our own question seems to be a bit contradictory, 
“Each and every shipment for the most part,” let us take them 
separately. With respect to individual shipments, I would say that 
the general situation is that no problem is involved. We have no 
need to consult with Caldwell or any other person. The competence 
is there in our own staff. However, with eae t to general situations 
which may affect any or all ines nts as of a certain time, we may 
look for ruids ance from Caldwell’s people because they have experience 
with other commodities and other trades. 

Mr. Warren. As to this type of advice and counsel that you 
deseribe as general, which does not take place on each and every 
shipment, in your opinion, do you believe that Caldwell is earning 
$68,000 in brokerage? 

Mr. Oaprn. I would prefer not to put a price tag 
is worth. 

Mr. WARREN. Please proceed, sil 

Mr. Oagpen. Of all the foregoing services rendered by Caldwell 
Socony, only the first-mentioned seems to be a “forwarding service” 
as it is rendered in connection with specific shipments. 

Finally, Socony is not a receiver of brokerage 

1. Socony (here again I repeat for sake of emphasis: ‘‘Socony”’ 
includes its predecessors, and its subsidiaries and affiliates 


your total 


on what it 


financial or other interest in Caldwell or any other freight forwarder 
designated to nepronens it. 

2. Socony has acted as shipping agent for foreign subsidiaries and 
customers in the past and expects to do so in the future, but in no 
case bas it ever claimed or been paid brokerage by any ocean carrier 
for such services. 


has ho 


3. Socony has never received any portion of the brokerage carned 
by C aldwell or any other freight forwarders on shipments for 
or other’s account. 


YOCOoONnYV s 


This concludes my statement with respect to the specific metters 


contained in Chairman Thompson’s letter of January 11, 1956 
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Mr. Warren. Mr. Ogden, one further question: Is it your opinion 
that forwarders get brokerage on Socony shipments because they are 
performing a theoretical—and I say that advisedly—service, of getting 
business for the lines? 

Mr. Oapren. Mr. Warren, I must say I will have to repeat what I 
believe has been expressed here by others who have testified that the 
payment of brokerage is largely a matter of custom and tradition in 
in most trades, particularly along the Atlantic and gulf coasts. 

Mr. Warren. Didn’t you indicate that the reasons for payment 
have possibly disappeared? 

Mr. Oapen. I would say that some of the reasons have disappeared, 
but I believe that you will also find that the carriers who have ex- 
pressed themselves to me personally have no objection to paying 
brokerage and feel that it is a custom that should be continued. 

Mr. Warren. Well, it has to be continued, we know that, under 
the system. Have you ever heard of a carrier refusing to pay it? 

Mr. Oapren. Not where there was a designation by a shipper. 

Mr. Warren. That remark was not intended to infer that it should 
not continue to be paid. I am merely questioning, as counsel. Thank 
you very much, sir. 

Mr. Kiuczynsx1. Mr. Chase, do you have questions? 

Mr. Cuase. No questions. 

Mr. Kuuezynskt. Thank you, Mr. Ogden. 

This will conclude this morning’s hearing. We will recess until 
2:30 this afternoon. 

(Whereupon, at 12:30 p. m., the committee was recessed, to recon- 
vene at 2:30 p. m. the same day.) 


AFTER RECESS 


Mr. Kiuczynski. The subcommittee will come to order. 

Again, I wish to inform you that the chairman of this special 
subcommittee, Congressman Thompson of Louisiana, who so ably 
conducted the hearings held in Washington, New Orleans and San 
Francisco, is unable to be with us today. We had hoped that he 
would be with us today or tomorrow, but due to health, this has not 
been possible. 

He designated me as the acting chairman of this subcommittee. 
My name is John C. Kluezynski, of Illinois. On my left is Congress- 
man Jackson B. Chase of Nebraska. Expected again to be with us 
is Congressman Irwin Davidson of New York City. We also have 
with us our chief counsel, Mr. Charles F. Warren. 

We are a legislative factfinding body, and I am confident that if all 
parties involved have for their primary objective the welfare of the 
American maritime industry our work will be successfully accom- 
plished. I want to thank each and every one of you for the splendid 
cooperation you have given this committee. We are running on time 
and I think we will be able to finish the hearings tomorrow. 

The first witness will be Mr. Michael Green. Mr. Green, will you 
take the witness chair, please, and identify yourself to the reporter. 
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STATEMENT OF MICHAEL GREEN, NEW YORK, N. Y., ACCOM- 
PANIED BY HIS COUNSEL, MILTON NORMAN 


Mr. Green. I am in my own business. I am Michael Green, 20 
Bond Street, Manhattan. 

Mr. Kiuczynskr. You have no prepared statement? 

Mr. Warren, have you any questions? 

Mr. Warren. Before proceeding, I would like to inquire if a rep- 
resentative of the Active International Freight Forwarding Concern 
is present today? 

Mr. Green. No. 

Mr. Warren. Is Mr. Nicholas Horak present? 

Mr. Horak. I am present. 

Mr. Warren. Is Mr. Morris Green present? 

Mr. Micuaet Green. No. 

Mr. Warren. Mr. Green, would you briefly relate the experience 
that you have had as an exporte r? 

Mr. Green. Well, I export all over the world and that is it. 

Mr. WarreEN. Would you consider vourself a small shipper or a 
large shipper? 

Mr. Green. Well, I wouldn’t say small or large; just average. 

Mr. Warren. Nothing like Ford Motor Co., and not the smallest? 

Mr. GREEN. Not yet. 

Mr. Warren. What is the commodity or type of thing that you 
are exporting? 

Mr. GREEN. Rags and used clothing. 

Mr. Warren. Where are most of these shipments made? 

Mr. Green. Europe, Middle East, Far East. 

Mr. WarrEN. Does your company use only the port of New York 
for exports, or do you utilize other ports? 

Mr. Green. Well, we did use Philadelphia at the time of the strike. 

Mr. Warren. Would you say that a substantial volume of your 
exports emanate from New York? 

Mr. Green. Yes. 

Mr. Warren. Does your concern designate the forwarding firm of 
Active International? 

Mr. GREEN. Yes, we use Active International. 

Mr. Warren. Are you the sole owner of the Michael Green 
Exporting Co.? 

Mr. Green. That is correct. 

Mr. Warren. How many employees are engaged in this business? 

Mr. Green. Of the Michael Green Co.? 

Mr. Warren. Yes, sir. 

Mr. Green. I would say about 12 now. 

Mr. Warren. About 12 persons. Do you have any interest, 
financial or otherwise, in Active International? 

Mr. GreEN. No. 

Mr. Warren. Youdonot. Itisaseparate entity. Is it a corpora- 
tion? 

Mr. Green. A company. 

Mr. WarrEN. Is it incorporated? 

Mr. Norman. It is an individual group. 

Mr. Warren. Will you please identify who owns Active Interna- 
tional? 
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Mr. Green. Morris Green. 

Mr. Warren. Would you identify this person for the record? 

Mr. Green. My father. 

Mr. Warren. He is your father? 

Mr. Green. Right. 

Mr. Warren. Is Morris Green also an employee of the Michael 
Green Exporting firm? 

Mr. GREEN. Yes, sir. 

Mr. Warren. Did you personally, sir, have anything to do with 
the procuring or obtaining of the application for getting Active Inter- 
national engaged in the freight forwarding business? 

Mr. Green. I might have assisted my father in making that 
application. 

Mr. Warren. Whose idea was it to form the Active International 
Corp.? 

Mr. Green. That was my father’s idea. 

Mr. Warren. Would you relate the address of the Michael Green 
Co.? F 

Mr. Green. 20 Bond Street, Manhattan. 

Mr. Warren. Would you also relate the address of the Active 
International Freight Forwarding Co.? 

Mr. Green. The same. | 

Mr. Warren. I take it by that that the latter company uses office 
space in the exporting company? 


Mr. Green. That is right; correct. 

\fr. Warren. Mr. Green, would you indicate to the subcommittee 
whether or not this forwarding concern pays any rent or expense of 
operation to the Michael Green Exporting Co.? 

Mr. Green. Yes. 

Mr. Warren. It does. What does it pay, specifically? 

Mr. Green. That I wouldn’t know exactly. 

Mr. Warren. For how long has it made these payments, sir? 

Mr. Green. I wouldn’t remember. I wouldn’t know. The ac- 
countant has books on that. 

Mr. Warren. Are you the president of Michael Green Exporting 
Co.? 

Mr. Green. It is no company; just Michael Green. 

Mir. Warren. You are in charge? 

Mr. Green. That is right. 

Mr. Warren. Don’t you feel that you should know how much is 
being paid to you by the Active International Co. for this space? 

Mr. Green. No, I wouldn’t, because I am not always in the office. 
1 travel abroad a lot. 

Mr. Warren. Does the Michael Green Exporting Co. perform any 
freight forwarding functions? 

Mr. Grnen. No. 

Mr. Warren. It does not perform or have control of any of the 
booking operations? 

Mr. Green. No. 

Mr. Warren. Has it ever had control of the booking operation? 

Mr. Green. Yes. 

Mr. Warren. How long ago, and who performed that operation 
for Michael Green Co.? 

Mr. Green. I think about 1947 of 1948. I am not sure of the year. 
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Mr. Warren. Mr. Green, I ask again: Does Michael Green 
presently perform any freight forwarding function for itself? 

Mr. Green. Active does the freight forwarding for Michael Green. 
Michael Green doesn’t do any. 

Mr. Warren. No employees in Michael Green do any of the 
forwarding on its shipments? 

Mr. Green. That is right. 

Mr. Warren. That is the present status? 

Mr. Green. That is right. 

Mr. Warren. Now, with the exception of the service that you 
indicated a few minutes ago, namely some booking which was done 
by Michael Green Exporting Co. 

Mr. Green. There isno Michael Green Exporting Co. Pardon me. 
It is just Michael Green doing its own booking. 

Mr. WarreEN. I realize that, and it is my mistake. I do not think 
it is very material in this case. ‘The thing | am getting at, Mr. Green, 
is, did Michael Green perform any forwarding functions other than the 
booking that you have indicated that was formerly performed? 

Mr. Green. I wouldn’t remember. I don’t think so. 

Mr. Warren. You are in charge of the organization, but you 
wouldn’t remember that? 

Mr. Green. That is right. 

Mr. Warren. Would you say that the Michael Green concern is 
the only customer of Active International? 

Mr. GREEN. Yes, sir. 

Mr. Warren. According to your knowledge, Mr. Green, does the 
Active International Freight Forwarding Co. receive brokerage on 
these shipments? 

Mr. Green. Yes; Active does receive it. 

Mr. Warren. Have any of these brokerage payments ever been 
deposited to your personal account in the past? 

Mr. Green. No. It might have in the past. Iam not sure of it; 
but I don’t think so. 

Mr. Warren. But you are not sure? 

Mr. Green. I am not sure of it. 

Mr. Warren. Mr. Green, would you identify for the record, sir, the 
Ariston Quality Exporters firm? 

Mr. Green. The Ariston Quality Exporters firm does not do any- 
thing in the way of exporting. It is just the owner of the building, 
20 Bond Street. It never did any exporting or bad employees.. 

Mr. Warrens. Who owns the Ariston company? 

Mr. Green. Lillian Green. 

Mr. Warren. Who is Lillian Green? 

Mr. Green. My wife. 

Mr. Warren. Have any of the brokerage checks paid by steamship 
lines, according to your knowledge, made to the order of Active Inter- 
national ever been deposited in the account of the Ariston Quality 
Exporters? 

Mr. GrRrEEN. It is, but there are separate books, and Morris Green 
signs checks in there. Itis held as aseparate entry. It is too small to 
open a separate account. 

Mr. Warren. Who bas drawing privileges at the Chase National 
Bank on the Ariston account? 

Mr. Green. Morris Green. 
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Mr. Warren. Your father? 

Mr. Green. My father, Lillian Green, and myself. We can all 
sign. I think it might be another signature to that, too. They all 
sign. 

Mr. Warren. Have you ever drawn on this account, sir? 

Mr. Green. On Ariston? 

Mr. Warren. Yes, sir. 

Mr. Green. Not to my knowledge. 

Mr. Warren. You don’t remember? 

Mr. Green. I don’t remember. 

Mr. Warren. Do you think you might have drawn on this account? 

Mr. Green. For myself I don’t think so. 

Mr. Warren. To your knowledge, has Morris Green ever drawn on 
this account? 

Mr. Green. Morris Green, yes; and Lillian Green; both have. 

Mr. Kivezynskt. There will be a recess of 10 minutes, please. 

(Whereupon, there was a brief recess. ) 

Mr. Kuvczynskt. The committee will come to order. Mr. Warren? 

Mr. Warren. How many employees does Active International 
have, according to your knowledge? 

Mr. Green. My father. 

Mr. Warren. The sole employee, sir? 

Mr. Green. That is right. 

Mr. Warren. Is vour father in good health? 

Mr. Green. Yes, he is in good health. 

Mr. Warren. How old is he, sir? 

Mr. Green. Oh, I would say about 68. 

Mr. Warren. Does he perform all of the forwarding functions? 

Mr. GreEN. Yes. 

Mr. Warren. Does the Green concern pay your father a forwarding 
fee for the performance of these forwarding services? 

Mr. Gren. No. 

Mr. Warren. How much time does Morris Green, your father, as 
employee of the Green concern, devote to the Green concern as 
contrasted with the time he devotes to Active International? 

Mr. Green. That would depend on how busy we are. Right now 
T will say he is more on the Green concern. 

Mr. Warren. Do you wish to qualify the fact that presently or in 
the past no other forwarding functions are performed by the Green 
concern other than those you mentioned? 

Mr. Grenn. I would like you to repeat that. 

Mr. Warren. Would you describe the nature of Morris Green’s 
work as an emplovee of Michael Green? 

Mr. Greun. Well, he will just see that the men do their work. 

Mr. WarRrEN. You don’t know what he does? 

Mr. Green. Well, just watches to see that they do their work and 
see that things go all right. That is all. 

Mr. Warren. I have no further questions, Mr. Chairman. 

Mr. Kuuczynsxt. Mr. Chase? 

Mr. Cuase. I have none. 

Mr. Kiuczynskr. Mr. Green, before we resumed these meetings 
this afternoon, I thanked everybody for the splendid cooperation 
they have givenus. I want to say to you that you are not cooperating 
with this committee. 
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Mr. Green. In what way, sir? 

Mr. Kuvuczynsk1. Well, you have 12 employees. Counsel asked 
you about Active International paying rent to Michael Green, and 
you said you did not know how much rent. 

Mr. Green. It does pay rent. 

Mr. Kuvczynsk1. But you do not know how much? 

Mr. Green. Active International gets his check at the end of the 
year. 

Mr. Kuuczynskr. And you do not know how much? 

Mr. Green. | don’t know how much. 

Mr. Kiveczynskr. I do not know how you run vour business. 

Mr. Green. I travel quite a bit. 

Mr. Kuiuczynski. This is one of the finest congressional committees 
that you will ever appear before. 

Mr. Green. I know that. 

Mr. Kuvuczynsk1. We could put you under oath, but we are not 
going to do that. I am convinced that you do not want to cooperate. 

I have 130 employees in my establishments, and I can call them all 
by their first names. I have a lot of transactions where my company 
pays rent to me. I know how much it is. Do you mean to tell me 
that you do not know how much rent you get from Active Interna- 
tional? There are no further questions, and that will be all, Mr 
Green. 

Mr. Norman. Mr. Chairman? 

Mr. Kuiuczynski. What is your name, sir? 

Mr. Norman. I am Mr. Green’s counsel, Milton Norman. 

Mr. Kuvczynskt. We do not wish to list to counsel. 

Mr. Norman. I mean to say, Mr. Chairman, that I think he could 
answer your question. 

Mr. Kuivuczynski. He did not answer. We want no more of Mr. 
Michael Green. We are only trying to do a job. 

Mr. Gruen. I tell you he did pay. 

Mr. Kuvczynsxr. You do not know how much. That is all right. 
You are excused. 

The next witness will be Mr. Horak. Mr. Horak, take the witness 
chair and identify yourself to the reporter. Do you represent any- 
body? 

Mr. Horak. No, sir; I am here by myself. 


STATEMENT OF NICHOLAS HORAK, NEW YORK, N, Y. 


Mr. Horak. Nicholas Horak, 501 East 83d Street, New York 28. 

Mr. Kiuczynsxkt. Counsel has some questions to ask you. 

Mr. Warren. Mr. Horak, were you ever employed by Michael 
Green? 

Mr. Horak. Yes. 

Mr. WarREN. Would you describe the nature of your work with 
that company? 

Mr. Horak. I did most of the work in the office. 

Mr. Warren. To your knowledge, at that time, did Michael Green 
perform any of the freight forwarding functions? 

Mr. Horak. I beg your pardon? 

Mr. Warren. To your knowledge, at the time of your employment, 
did Michael Green perform freight forwarding functions on its own 
shipments? 
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Mr. Horak. Yes. 

\ir. Warren. Would you describe the nature of these functions? 

Mr. Horak. Well, Michael Green made the bookings and the ship- 
ments and made the export declarations, made the dock receipts and 
made the bills of lading, and paid for the bills of lading. 

Mr. Warren. Would you pinpoint this transaction in time? 

Mr. Horak. I am speaking wholly between July 1952 and Sep- 
tember 1954. I do not know anything about anything that happened 
before or after that period. 

Mr. Warren. I appreciate that. 

Mir. Horak, will you comment, based upon your observation at 
the time you were employed during the dates specified, upon the work 
that Morris Green was performing; first, on behalf of Michael Green, 
and, secondly, on behalf of Active International? 

Mr. Horak. Mr. Morris Green was most of the time working as 
a supervisor on the main floor of Michael Green, and he also served 
in the capacity of messenger, both for Green and for Active. 

Mr. Warren. Do you have knowledge of the fact that any brok- 
erage checks were ever deposited in the account of Michael Green on 
export shipments? 

Mr. Horak. I couldn't tell you, sir, because I don’t remember on 
whose account the check has been deposited. 

Mr. Warren. Have you ever heard any rumors of such? 

Mr. Horak. Well, I know the checks came and I know they were 
deposited, but I don’t remember to whose account they were deposited 
because all accounts were one and the same anvhow, so it wouldn't 
make any difference. There would be no reason to remember it. 

Mr. Warren. Thank, you Mr. Horak. 

I have no further questions, Mr. Chairman. 

Mr. Kivezynskxr. Mr. Chase, do you have any questions? 

\Mir. Coase. You say the accounts were one and the same? 

Mr. Kuvezynsks. De facto; ves. 

Mr. Crass. In other words, the account of the Active Forwarding 
Co. was the same as the account of Michael Green? 

Mr. Horax. All the accounts, not only these corporations. There 
are 1 or 2 more corporations. They all were one and the same, de 
facto. There was Ariston and there was another name of a corpora- 
tion, Active, and Michael Green; and they all were checks from one 
to the other and the same person signed all of them and the same 
person withdrew all of them so there was no reason for me to notice 
which one went where. 

Mr. Cuasr. In the issuance of checks by Active and by Michael 
Green, who signed those checks? 

Mr. Horak. Well, Michael Green checks were signed exclusively 
by Michael Green. I never saw an Active check signed. I never 
saw any Active check at all so I don’t know who signed them. And 
Ariston checks were signed by, I think, either Morris Green or Mrs. 
Green. 

fr. Coase. As I understand it, your connection with the Michael 
Green Co. was between 1952 and 1954? 

Mir. Horak. Yes, sir. 

\fr. Coase. And during that entire period the Active Co., or part- 
nership, was in existence and operating? 

Mr. Horak. Yes. 
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Mr. Cuast. I believe that is all. 

Mr. Kuvezynskxr. Mr. Horak, would you say that the Michael 
Green Co. is a dummy company? 

Mr. Horak. No; 1 couldn’t say Michael Green Co. is a dummy 
company. 

Mr. Kuuczynski. That is all. 

Mr. Cuase. I have one question there, Mr. Chairman. 

How about the Active Co? 

Mr. Warren. In your opinion, and you must know; you were an 
employee at that time. 

Mr. Horak. Well, it did perform certain operations. It had its 
name and the number on the bills of lading. It had its name on 
certain addresses. It had an owner so it wasn’t 100 percent dummy. 

Mr. Cuase. But its forwarding activities were confined solely to 
the business of the Michael Green Co.? 

Mr. Horak. Yes. 

Mr. Warren. Did you ever personally advise Michael Green that 
he should not deposit brokerage checks to his account? 

Mr. Horak. I cannot remember, sir. 1] cannot remember whether 
[ advised him. I know I spoke once about that with Mr. Weinberg, 
his accountant, but it was in 1953 and it is now 1956. I don’t re- 
member what our conversation was about. 

Mr. Warren. | have no further questions, Mr. Chairman. 

Mr. Kuvezynski. Thank you, Mr. Horak. 

The next witnesses will be Mr. Veenstra, Mr. Marciano, and Mr. 
Smith. 

Kindly give your names to the reporter for the record. 


STATEMENTS OF KENNETH TIPPING, LEGAL DEPARTMENT; 
J. MARCIANO, EXECUTIVE IN CHARGE OF SHIPPING, MATERIALS 
DEPARTMENT; AND HAROLD H. SMITH, EXECUTIVE IN CHARGE 
OF SHIPPING, LUBRICANTS DIVISION, ASIATIC PETROLEUM 
CORPORATION. 


Mr. Treppixc. My name if Kenneth Tipping of the legal department 
of Asiatic. Counsel, I think, will recall that Mr. Veenstra will not 
ee here. 

Mr. Warren. Yes, under the stipulation we indicated. 

Mr. Tippinc. Mr. Marciano is here and Mr. Smith. I would like 
to explain for the moment the setup of our own organization so th at it 
may make it easier for you to get at what you want 

Mr. Warren. Proceed. 

Mr. Trppinc. Asiatic Petroleum Corp. has two completely 
separate and distinct shipping organizations. Asiatic exports lubri- 
cating oils and also exports practically everything in the way of ma- 
terials, equipment and supplies that would be used in oil field opera- 
tions abroad. The lubricating oil shipments are handled by one de- 
partment. The shipments of the other supplies, oil field equipment 
of various sorts, is handled by the shipping organization of the ma- 
terials department. 

The reason, generally, for the split is that the materials people 
handle project-type work very often. They will buy and export all 
the materials that may be needed for a refinery or for an extension to 
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a refinery, or a pipeline. The material comes from many diverse 
sources and the problem of coordinating the scheduling, the getting 
it to flow abroad in the proper sequence so that it will be used as it 
arrives on the site, is a rather difficult job. 

On the other hand, export to a fairly limited number of destinations, 
which are covered for the most part by regular lines and mostly by 
conference lines. 

On the other hand, the lubricating oil people ship a limited number 
of products which they obtain from a much more limited number of 
sources. They ship to something like two hundred-odd consignees 
and destinations—ports. So that really the two functions, the two 
export functions are quite different. 

Each department, in fact, employs a different freight forwarder. 
The materials people employ Pitt & Scott, and the lubricating oil 
people employ Marks & Coyle. 

Mr. Warren. That is very helpful. Thank you. In our discus- 
sion we will keep that in mind and make attempt to separate these 
functions. 

Mr. Kivezynski. Will you identify yourselves to the reporter? 

Mr. Marciano. J. Marciano, in charge of Shipping, Materials 
Department. 

Mr. Smiru. Harold H. Smith, in charge of Shipping, Lubricants 
Division. 

Mr. Warren. Would you say that the freight charges paid to 
ocean carriers in connection with the shipments described amount to 
million of dollars per annum? 

Mr. Marciano. I would say for the year 1955 the total overall 
freight charges paid to all carriers amounted to roughly one and a 
quarter million dollars. 

Mr. Warren. Was that low or high compared to previous years? 

Mr. Marciano. It was better than the previous years and each 
year, of course, fluctuates year by year higher and lower as the 
occasion arises. 

Mr. Warren. Mr. Marciano, which ports are chiefly used for the 
export of these commodities? 

Mr. Marciano. Primarily New York. Volumewise. 

Mr. Warren. New York? 

Mr. Marciano. In New York. 

Mr. Warren. Would you estimate the percentage of total volume 
apportioned to each port? 

Mr. Marcrano. I have tonnage figures. I don’t have percentages. 

In New York roughly 20,000 tons for the year of 1955. In New 
Orleans roughly 10,000 tons; out of Galveston, 4,700. I have these 
figures if you care to have them. Other Atlantic coast and Great 
Lakes ports; total 2,200 tons. Houston, roughly 7,000 tons. Los 
Angeles 610; and San Francisco about 23 tons for the year of 1955; 
making a total of about 44,000 tons for that year. 

Mr. Warren. Mr. Marciano, let us first talk about the materials 
department. How many persons are engaged in connection with 
these export shipments? 

Mr. Marciano. Approximately 45 in total, sir. 

Mr. Warren. Now, do these persons handle all bookings? 

Mr. Marciano. Precisely. 

Mr. Warren. Do they prepare all the documents? 
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Mr. Marciano. They do. 

Mr. Warren. Is that regardless of the port of exit? 

Mr. Mar CANO, No, sir. It depends on the port of exit 

In New York we maint: sn our own traffic department which 
all the functions outlined; the preparation of all documents, 
tial requirements in connection with exporting. 

Mr. Warren. Do messengers work in this department? 

Mr. Marciano. We do not, sir. In other words, except for the 
messenger, everything else is contained within that division. 

Mr. WarrREN. You are speaking of the dissemination and present- 
ment of ocean bills of lading as well as export declarations? 

Mr. Marciano. Right. 

Mr. Warren. And, also, you are implying that the messenger work 
ine ae the dissemination of consular invoices? 

*. Marciano. Correct. 

Mr Warren. Now, sir, does the company you represent pay any 
kind of forwarding fee for this service you have described? 

Mr. Marciano. They do not, sir. 

Mr. WarrEN. I| believe you have indicated that the firm of Pitt & 
Seott is the freight forwarder used. 

Mr. Marciano. Right, sir. 

Mr. WarrEN. Now, does Pitt & Scott receive brokerage payments 
from ocean carriers on any shipments other than New York? 

Mr. Marciano. They do. The Atlantic coast ports and New 
Orleans and the Great Lakes. 

Mr. Warren. Does Pitt & Scott designate other forwarders to 
perform work for you at out-ports, or do you directly designate other 
forwarders at these ports? 

Mr. Marciano. May I explain that in New Orleans we maintain 
our own office. 

Mr. Warren. How many persons are employed? 

Mr. Marc IANO. Roughly 16 or so. That is in New Orleans. 

Mr. Warren. In New Orleans does that office call the cargo to the 
port ? 

Mr. Marciano. That is right; in conjunction with us depending 
on the particular arrangement involved. 

Mr. Warren. They might finally execute the documents? 

Mr. Marcrano. ‘That is correct. 

Mr. Warren. And do they perform messenger work down there? 

Mr. Marciano. They do, sir. 

Mr. Warren. Now, does Pitt & Scott get brokerage on these 
shipments? 

Mr. Marciano. They do. 

Mr. Warren. And, on those shipments, I take it, in actuality, 
Pitt & Scott performs no service? 

Mr. Marciano. At all. 

Mr Warren. And, in New York, however, it does take care of the 
messenger work? 

Mr. Marciano. It provides the messenger service. 

I might explain, if you wish, that it is a sort of relay system. We 
are, as you know, located uptown New York. We provide our mes- 
sengers, if vou follow me, to send our documents to the office of Pitt 
& Scott who is downtown. From there they disseminate, collect, 
and our messengers return from their office so it is a relay system. 
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Mr. Warren. For the sake of the record, does the firm of Pitt & 
Scott also get brokerage on New York shipments? 

Mr. Marciano. Yes, they do. 

Mr. WarREN. So it is receiving brokerage on New York shipments, 
on New Orleans shipments, and on which other shipments? 

Mr. Marciano. Shipments made out of the Atlantic coast, and 
perhaps the Great Lakes. 

Mr. Warren. Now, in regard to these other shipments, is that 
similar to the New Orleans situation? 

Mr. Marciano. No, we employ separate and distinct forwarders 
in the various ports, for example, Houston and the west coast, San 
Francisco. 

Mr. Warren. Does your firm compensate these firms? 

Mr. Marciano. We do, sir. 

Mr. Warren. Do they get brokerage, or does Pitt & Scott get it? 

Mr. Marciano. No, they get the brokerage. 

Mr. Warren. All of it? 

Mr. Marciano. All of it. Where it applies on the west coast. 

Mr. Warren. Does Pitt & Scott get any remuneration on such 
shipments? 

Mr. Marciano. No, sir. 

Mr. Warren. Not from the forwarding? 

Mr. Marcrano. No, sir. 

Mr. Warren. Would you relate what has given rise to the designa- 
tion of this firm to act as your forwarder? I am speaking with par- 
ticular reference to New Orleans and New York. 

Mr. Marcrano. Right, sir. An offer was made by Pitt & Scott in 
1952 to offer certain services for us in connection with the receipt from 
the lines of 14% percent brokerage commission. 

Mr. Warren. Prior to that time, they didn’t even perform messen- 
ger service? 

Mr. Marcrano. Prior to that time we had someone else. 

Mr. Warren. You did not use Pitt & Scott at the time? 

Mr. Marciano. That is right, sir. 

Mr. Warren. So when Pitt & Scott was originally designated by 

your cor poration it performed messenger services as you have 
eC ‘ribe d? 

Mr. Marciano. Right, sir. 

Mr. Warren. And as | understand your testimony, you received 
an offer in consideration for the brokerage that they would perform 
messenger services, and that was the story. Do they do anything else 
of value? 

Mr. Marciano. Consulting, you might say, on oceasion when 
requested. 

Mr. Warren. Is that on rare occasion, or are you fairly independent 
of Pitt & Scott? 

Mr. Marcrano. We are quite independent, sir. 

Mr. Warren. You deem it that your 45 persons are fully com- 
petent to handle the export shipments? 

Mr. Marcrano. Most competent. 

Mr. Warren. Would you say, sir, that in view of the fact that the 
offer made to you by Pitt & Se ott to perform messenger services in 
consideration of brokerage that it would logically follow that the fee 
was waived by the freight forw arder because he knew that he would 
receive the brokerage from carriers? 
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Mr. Marciano. I should think so. You mean the fee for the 
messenger service? 

Mr. Warren. Yes. 

Mr. Marciano. That is quite correct. 

Mr. WarreEN. Now, let us talk about the Lubricating Oils Division, 
sir. 

Mr. Marciano. Mr. Harold Smith will take over from here 

Mr. Warren. What is your name, sir? 

Mr. Smirg. Harold H. Smith. In charge of shipping, lubricants 

Mr. Warren. It is my understanding that the firm of Marks & 
Coyle are designated as forwarders in this connection? 

Mr. Smiru. That is correct. 

Mr. Warren. How many employees are engaged in lubricating 
oils traffic? 

Mr. Samira. Sixteen. 

Mr. WarreEN. Sixteen. Do thrv directly handle the booking 
transaction for these commodities? 

Mr. Smirn. No, they do not. 

Mr. Warren. Who handles it? 

Mr. Smirn. Marks & Coyle handle all the bookings. 

Mr. Warren. Have they always handled it since their designation? 

Mr. Suiru. Yes, sir. 

Mr. Warren. Does your firm in any way instruct Marks & Coyle 
to designate particular carriers, or is it a total operation independent 
of your company with full discretion in that firm? 

Mr. Smiru. We select the carriers. 

Mr. Warren. And Marks & Covle does what might be called, and 
correct me if I am wrong, the ministerial duty of booking? 

Mr. Smirn. Yes, and of course they go out and get the space. 
They secure options on the space. 

Mr. WarreN. Maybe it is not a ministerial duty? 

Mr. Smiru. They go beyond the booking. They will go out and 
secure the space for us. We might tell them that we want a particular 
vessel. They will secure the space and if they can’t get the space on 
that particular vessel, why, they will scout the market and give us 
another option. 

Mr. Warren. Mr. Smith, do the 16 persons you have described 
perform any freight forwarding services? 

Mr. Smirxa. Our own department? 

Mr. WarREN. Yes, sir. 

Mr. Smiru. We handle all the documentation; yes. 

Mr. WARREN. You prepare all the documentation. Do you have 
your own messengers? 

Mr. Smirn. Well, the company itself has a general messenger 
service. 

Mr. Warren. To what extent are they engaged in disseminating 
these documents you have prepared? 

Mr. Smiru. They take the documents down to Marks & Coyle, 
which is a central point. Marks & Coyle clears the declarations from 
the customs and delivers the bills of lading to the various steamship 
lines. 

Mr. WarreEN. Just as it is worked in the case of Pitt & Scott? 

Mr. Smirx. Similar. 

Mr. Warren. Now, sir, does the firm of Marks & Coyle receive 
brokerage on all shipments pertaining to lubricating oils? 
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Mr. Smirn. They do. 

\ir. Warren. Now, these shipments are made chiefly from what 
port of exit? 

Mr. Smira. The Gulf, New Orleans in particular, 

Mr. Warren. It has been mentioned by Mr. Marciano that the 
firm you represent maintains personnel to handle certain work in 
New Orleans. 

Mr. Smirn. Yes; correct. 

Mr. Warren. Do these people have anything to do with the ship- 
ments we are now talking about? 

Mr. Smirxu. Well, they do prepare some of the documents. They 
prepare all of the bills of lading, naturally, but it is all controlled from 
New York. 

Mr. Warren. In regard to the New Orleans shipments, what 
services does this forwarding concern perform? 

Mr. Sarrn. Well, they book the cargo. We book the cargo here 
at New York through Marks & Coyle. 

Mr. Warren. Do you designate the liners that are booked? 

Mir. Smitrn. Yes. 

\ir. Warren. You have covered that, I believe, earlier. 

Mr. Smiru. Yes. 

Mr. Warren. Does your firm compensate the firm of Marks & 
Coyle by a forwarding fee? 

Mr. Smirx. They do not. 

Mr. Warren. Do you consider that Marks & Coyle render a 
forwarding service to your company, or do you categorize it as a 
brokerage function? I know that is a disputable question so I can 
understand your hesitancy. 

{r. Smiru. Well, they don’t handle any of the documentation. 

Mr. Warren. But you have stated the facts. It does actually 
book with the carriers according to a predetermined choice selected 
by vou? 

Mr. Smira. Then, of course, beyond that here in New York and 
Philadelphia they do follow the movement from the source of origin 
to the pier to check it for us. 

Mr. Warren. From New York to New Orleans? 

Mr. Smirx. No, at New York only. 

Warren. They trace the cargo? 

Mr. Smirn. That is right. 

Mr. Warren. From the inland points? 

Mr. Smirx. Well, from the local points here; ves. 

Mr. Warren. You mean that they trace the cargo within New 
York City? 

Mr. Smiru. Deliveries to the piers in New York City; yes. 

Mr. Warren. Is that so with regard to your exports? 

Mr. Marciano. No, sir; we do that on our own. 

Mr. Warren. Is this occasional? 

Mr. Smrrx. No, this is, | would say, 90 percent of the time. 

Mr. Warren. Why was the firm of Marks & Coyle selected as 
freight forwarder or freight broker by the company you represent? 

Mr. Smrru. Well, they have been handling Asiatie’s shipments for 
some thirty-odd vears and I don’t know what has taken place over 
the past 25 vears. 

Mr. Warren. Does anyone know in this case? 
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Mr. Smrru. I don’t know where the association came in. 

Mr. Trpprna. It is a very old association, sir. 

Mr. Smiru. Thirty-some-odd years. 

Mr. Warren. For clarity, in connection with lubricating oils, am I 
to understand that it receives brokerage on all of these shipments? 

Mr. Smirn. Yes, sir, on all our packed supplies, and I might clarify 
that, and our deep- tank movements. But on our tanker movements, 
of course, we use our own. 

Mr. WarrEN. Now, we have described what this firm does in New 
Orleans and I think New York. 

Mr. Smiru. Yes, sir. 

Mr. Warren. I do not know if we have covered New York. 

Mr. Situ. I was talking about New York. 

Mr. WarREN. Describe the nature of the service rendered by 
Marks & Coyle at ports other than New Orleans and New York. 

Mr. Smiru. Well, in New Orleans and Houston, San Francisco and 
Los Angeles, they just book the cargo here in New York for us. They 
handle the booking. That is all. They obtain options for us. 

Mr. WarreEN. I am now going to read a quotation from a Govern- 
ment report, and I will just ask your comment or opinion in connection 
with it: 

Mr. Veenstra—vice president of the concern you represent—states that in his 
view the brokerage is 100 percent gravy. He states also he is not even sure if 
what his company is doing is proper except he knows it is a practice widely 
engaged in. 

Do you have any comment on that? 

Mr. Tipprne. Sir, Mr. Veenster is in charge of, and head of the 
materials department of which Mr. Marciano’s shipping organization 
is part. I would suspect, sir, that he was talking in terms of the ma- 
terials organization and its relationship to freight forwarders at the 
time. 

Could I ask you, sir, to direct that question to Mr. Marciano rather 
than Mr. Smith? 

Mr. Warren. To anyone who has a comment. 

Mr. Marciano. We do feel we could very well manage without 
assistance from the outside. All that it involves, as I explained, is 
purely messenger work and a bit of consultation when requested by 
us. By the addition of a few messengers within my organization we 
could continue completely. That is ‘the sum and substance, sir, of 
the whole thing. 

Mr. WarreN. Thank you, Mr. Marciano. 

Mr. Smith, what is so important as concerns the work you deal 
with that makes forwarders indispensable to the movement of your 
shipments? 

Mr. Smirx. Well, we don’t employ the same number of people. 
We have less people working for us and, with Marks & Coyle assist- 
ance, checking all the limes “and giving us the lifting dates on tank 
movements, the be ‘rthing of the vessel and so on, it permits us to 
complete our documents and get our instructions out. 

Mr. Warren. When you speak of booking in this case, you have 
made it quite clear, I believe, that Marks & Coyle is performing serv- 
ice that is guided ‘and predetermined by your company. Actually 
your company designates the carrier; is that correct? 

Mr. Smirn. That is correct. 

70668—56——37 
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Mr. Warren. Mr. Chairman, I have no further questions. 

Mr. Kuvezynski. Mr. Chase? 

Mr. Cuasr. You mentioned in connection with some of your oil 
shipments that you designate the vessel but in the event you could 
not get space on that vessel, Marks & Coyle would perform a scout- 
ing Operation? 

Mr. Smirx. A scouting operation. 

Mr. Cuass. And they go out on a scalping operation? 

Mr. Smirn. Scouting. 

Mr. Cuass. And they go out and exercise their own discretion? 

Mr. Smirn. They will offer us this particular vessel and we will ac- 
cept it because we couldn’t get a vessel of our own. 

Mr. Cuasn. Are you in a position to state whether that is of a for- 
warding nature or brokerage? 

Mr. Sirx. I suppose it “would be brokerage more than forwarding. 

Mr. Cuasr. Do you have many cases of that type develop in the 
operation of your business over a year’s time where the broker has to 
go out on his scouting expedition? 

Mr. Smiru. Not too frequently. 

Mr. Tippinc. May I add a comment, sir? 

Mr. Cuase. Yes. 

Mr. Trprina. I would like to reemphasize again the difference 
between the two departments to this extent: The oilfield equipment 
flows to a fairly limited number of destinations, mostly serviced by 
conference carriers. We have contracts with many of the conferences 
so that the obtaining of space and readiness of ship and that sort of 
thing is not quite the problem that it is with the lubricants department. 
They ship to over 200 destinations. They ship, I believe, to almost 
every civilized country in the world. They are constantly having 
shipments to ports which are not on regular runs of regular conference 
lines. To that extent, Marks & Coyle, I believe, does do a more 
valuable service for the company. 

Mr. Warren. Mr. Smith, do you consider it the obligation of your 
company to make a booking, or do you consider it the obligation of 
the steamship lines to instigate the booking of your cargo that it is 
carrying? 

Mr. Smirn. I would like you to repeat that statement, if you please. 

Mr. Warren. Do you consider it the responsibility of your com- 
pany to book the cargo with the carrier, or on the other hand, do you 
feel that the carrier should come to you and instigate this booking? 

Mr. Surrn. I think there is a little bit of both there. 

Mr. Warren. It is your shipment and you want it to go overseas. 
Don’t you consider it your obligation to be very sure, either through 
yourself or vour agent, that it gets on a carrier? 

Mr. Smirx. Oh, yes, sir. 

Mr. Warren. Therefore, if that is so, would it follow that this is 
also a service of benefit rendered by the forwarder to you, and therefore 
that a fee should be paid for it? 

Mr. Saitrx. I would say ‘‘Yes.”’ 

Mr. Warren. I have no further questions. 

Mr. Kiuczynsxi. Mr. Chase? 

Mr. Cuase. I have no questions. 

Mr. Kivezynsxkr. I want to thank you three gentlemen for your 
splendid cooperation with this committee. 
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Will the representative of Pitt & Scott take the witness chair and 
give your name and address to the reporter? 


STATEMENT OF E. G. HINRICHS, PRESIDENT, PITT & SCOTT, 
NEW YORK, N. Y. 


Mr. Hinricus. My name is Edgar G. Hinrichs. I am president of 
Pitt & Scott Corp., New York. 

The forwarding and brokerage functions we perform with respect 
to the export shipments of the Asiatic Petroleum Corp., materials 
division, are as follows: 

We submit surveys of ocean rates and routes to them, with our 
recommendations. We also participate in the negotiations for charters 
of large shipments. 

We hold power of attorney filed with United States Customs for the 
execution and clearance of their export declarations. We are responsi- 
ble for the prompt clearance of these documents and the delivery of the 
validated copies to the steamship lines, so that al] provisions of the 
export-control regulations are complied with before the cargo is 
loaded aboard steamer. Our employees handling this work are 
registered with United States Customs and have had many years of 
experience in this work. 

We present all bills of lading to the steamship lines in New York, 
and check the lines for the arrival of the goods at the pier, reporting 
any delays or shortages to the shipper so that ever v effort can be made 
to deliver the full cargo to the ship. Upon picking up the signed 
bills of lading, our representatives sign the steamship due bill covering 
the amount of freight charges. 

We wish to add that this account has a very large proportion of 
less-than-carload shipments and consequently a heavy volume of 
export declarations and bills of lading. Our telephone reports on this 
work run into several hundred calls per month. 

We likewise handle the presentation and certification of consular 
invoices and bills of lading by the foreign consuls in the downtown 
area. This is a complex procedure also requiring experienced em- 
ployees, since failure to comply with the regulations may result in a 
fine against the shipment, for the collection of which the steamship 
company may be held responsible. 

We believe this brief outline will clearly show that our company 
performs many functions for the benefit of the steamship lines as 
well as the shipper; also that the complex nature of this work and the 
experienced personnel required, cannot be fairly described as merely 
messenger service. 

Mr. Kiuezynsxit. Mr. Warren? 

Mr. Warren. Mr. Hinrichs, may I have a copy of our statement? 

Mr. Hinricus. Yes. 

Mr. Warren. Mr. Hinrichs, speaking in general, are there any 
accounts that you have with exporters on which no forwarding fee is 
charged? 

Mr. Hinricus. I did not hear the first part of the question. 

Mr. Warren. Of all your accounts, are there any that you have 
on which no forwarding fee is charged? 

Mr. Hinricus. There are some, yes. That is true in the case of 
this company here. 
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Mr. Warren. And are there others? 

Mr. Hrnricus. Yes. 

Mr. WARREN. Would you say, sir, that in fixing your forwarding 
fees, one of the elements you take into consideration is brokerage? 

Mr. Hrnricus. Naturally we do. 

Mr. Warren. And you do not see anything wrong with that? 

Mr. Hinricus. No, I don’t. We assume that as long as the income 
is ample to cover your services and do the work that you are supposed 
to do, and make a reasonable profit, it seems to me that that is perfectly 
proper. 

Mr. Warren. Do you have any accounts, other than the account 
now in question, upon which you perform less or as little service as 
indicated in this case? 

Mr. Hrnricus. Approximately the same. 

Mr. Warren. There are other accounts which are approximately 
the same. Are you a member, sir, of any forwarder or broker asso- 
ciation in the city of New York? 

Mr. Hinricus. We are members of the New York Foreign Freight 
Forwarders and Brokers Association. 

Mr. Warren. How many members do you employ as president of 
your company 2 

Mr. Hinricus. Our staff is presently about 10. 

Mr. Warren. Are you engaged solely in freight forwarding? 

Mr. Hinricus. Yes. 

Mr. Warren. Would you say that your firm has a substantial 
number of shipments? I do not want you to divulge the names, if 
you deem otherwise. 

Mr. Hinricus. Yes, quite numerous. I have never counted them 
and it would depend a little on your definition of shippers as to 
frequency and size, but I should say quite a considerable number. 

Mr. Warren. Taking into consideration your total brokerage 
receipts on an annual basis, would you say that the brokerage received 
on the Asiatic account from ocean carriers constitutes the majority of 
your brokerage income? 

Mr. Hrnricus. Yes, it constitutes perhaps 70 to 75 percent of the 
brokerage income, but it is only a minor part of our total business. 
It is not a major part of our total income. 

Mr. Warren. In terms of revenue, would you say that the forward- 
ing fee constitutes the majority? 

Mr. Hrinricus. That is right. Well, our profits in all other opera- 
tions aside from the steamship brokerage we are discussing. 

Mr. Warren. Your two sources of income are forwarding fees 
and brokerage? 

Mr. Hrwnricus. That is true. 

Mr. Warren. And forwarding fees in terms of the overall picture 
exceed brokerage? 

Mr. Hrnricus. Yes. 

Mr. Warren. Would you indicate for our confidential files the 
amount of brokerage paid to you in 1955? 

Mr. Hrnricus. | should be glad to submit that. 

Mr. Warren. Would you further indicate the amount of brokerage 
paid to you on this partic ular account? 

Mr. Hrvnricus. Yes, sir. 
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Mr. WarrEN. Also, in order to get the true picture, in all fairness 
to you, would you indicate your total gross revenue which would 
take care of the forwarding? 

Mr. Hinricus. Yes, sir. 

Mr. Warren. Now, getting to this account, you have heard 
testimony that basically you perform a messenger service. You have 
heard testimony to the effect that the Materials Division employs 
48 persons. Now, I want to take a look at this statement you pre- 
sented and go into some of these services. This committee certainly 
is not interested in discounting them by any means. 

You say, first of all, that you submit surveys of ocean rates and 
routes and recommendations. Do they request you to submit these 
surveys of ocean rates and routes to them? 

Mr. Hrnricus. Yes, they do. 

Mr. WarkREN. Do you do it voluntarily? 

Mr. Hrvricus. We give some voluntarily when we get any informa- 
tion of what is going on in the various trades. We pass along whatever 
information we think helpful, and there are occasions when they will 
ask us to survey the rate situation on a given commodity to a given 
port, let us say, conference and nonconference and give comparisons. 

Mr. Warren. Is this in rare instance? You say on occasions. 

Mr. Hinricus. I couldn’t say how often. We may have had 
several questions a week, and again may not be asked to submit 
anything for quite a period of time. 

Mr. WarrEN. Excuse me, sir. 

Mr. Marciano, would you come forward, please? 


STATEMENT OF J. MARCIANO—Resumed 


Mr. Warren. Mr. Marciano, in regard to these surveys that we 
are talking about, do you request them? 

Mr. Marciano. On occasion, sir. 

Mr. Warren. On rare occasion? 

Mr. Marciano. Yes, sir. 

Mr. Warren. Are there any other sources available to you to obtain 
this information? 

Mr. Marciano. Yes. 

Mr. Warren. As a matter of fact, are these sources already avail- 
able to you? 

Mr. Marciano, Basically, yes. We are conference signatories and 
as such we do get the publicized rates on our general run of material. 

Mr. Warren. Is this a duplication, then, of service? 

Mr. Marcrano. No, it isn’t. It is only where we may go out on 
one parcel or look for one rate at one time. 

Mr. Warren. That you request information of Mr. Hinrichs? 

Mr. Marciano. Yes. 

Mr. Warren. You say that is on rare occasion? 

Mr. MaARcIANO. Unusual, and on occasion. Let us put it that way. 

Mr. Warren. Now, going to the second function you mention, 
you also participate in negotiation for charters of large shipments? 

Mr. Hinricus. Yes. 

Mr. Warren. Now, what percentage of shipments are negotiated 
on a charter basis? 

Mr. Marciano. Very few. 
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Mr. Warren. Next, power of attorney filed with Customs is 
required in order to execute and clear a declaration. So you have 
to have this power of attorney since you are performing messenger 
service—I won’t say messenger service since that may be a misnomer. 

Mr. Hinricus. May I explain that? It is a little more compli- 
cated. You can’t present declarations signed by the shipper par- 
ticularly and present them merely as a messenger. In our case we 
execute the clauses at the bottom and then take them over for filing. 
That is the reason for using that word “execute” in there. 

Mr. Warren. Would vou explain that to us, sir? You mentioned 
that it is a complex procedure to present and certify consular invoices. 
I do not believe we have had any precise testimony on it. Would 
you explain that, sir? 

Mr. Hrwnricus. I don’t know if I am expert enough to give the 
exact procedure. The major consuls are Venezuela. You start by 
taking the consular invoice and taking it with the set of bills of lading 
to the line. The steamship lines, after arrival of the goods, completes 
the bill of lading number on both the bill of lading and on the consular 
invoice. 

I would be glad to be corrected. This is the way I got it. 

Then our messenger takes them to the Venezuelan consul and they 
are left there and certified. We have to pick them up again and take 
them all the way back to the line. 

When I say it is complex, the fact that I didn’t get it myself too 
clearly would indicate that it is not a simple thing of sending a boy 
there and taking something. He has to know where he is going and 
has to be on time. 

Mr. Warren. He has to understand what he is doing. 

Mr. Hinricus. He has to understand what he is doing and be there 
on time. 

Mr. Warren. Would you say, Mr. Marciano or Mr. Hinrichs, that 
consular invoices are required on a substantial number of your 
shipments? 

Mr. Marciano. Venezuela is one of our largest destinations, and 
in that case consular invoice is required in the Spanish language. 

Mr. Warren. Mr. Chairman, I have no further questions. 

Mr. Ktuczynsktr. Mr. Chase? 

Mr. Crass. I have one question about the amount of services that 
your company performs for the shipper. Is the volume of the work 
vou do necessarily in proportion to the size of the shipper? 

Mr. Hryricus. Well, no, it isn’t. You will have about the same 
amount of work whether you have a small or large shipment, as far 
as the documents are concerned. Along that line, I did point out 
that this account has a great volume of small shipments which means 
that for the revenue we get we have a tremendous lot of work to do 
and a tremendous lot of documents to look after. Frankly, this runs 
well over a thousand sets of documents a month that we have to take 
around to distribute and pick up and see that they get there. 

Mr. Kiuezynskr. Mr. Hinrichs, I have just one question. How 
long does it take to clear through Customs? It is quite a job, is it 
not? 

Mr. Hrnricus. Well, the job is not so much. It is a question of 
getting your documents right and getting into line over there. Very 
often you have to wait in line because people come there in bunches, 
and the customhouse staff is limited. It is a question of time. 
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That is the reason, perhaps, we are able to do it efficiently; we 
are right across the street and can get there at off hours when we can 
get service. We can get there at times when there is not a great 
rush. It is a convenience to the Government as well as ourselves. 

Mr. Kuivczysxri. There are no further questions. We want to 
thank you for your wonderful testimony, Mr. Hinrichs. You have 
been very cooperative with us. 

We have two more witnesses: Marks & Coyle and International 
Harvester. 

Before calling Marks & Coyle, we will take a recess for about 5 
minutes. 

(Whereupon there was a brief recess.) 

Mr. Kivuczynski. The subcommittee will be in order. I wish to 


recall Mr. Hinrichs. 


STATEMENT OF E. G. HINRICHS —Resumed 


Mr. Kivuczynskt. Have vou any added testimony which you wish 
to give the reporter? 

Mr. Warren. I thought you indicated that you would care to do so. 

Mr. Hrvricus. I do not have my thoughts in too much order at 
this moment. I was going to make one statement that I thought 
perhaps might be helpful to the committee. 

There has been a great deal of stress laid on the word “booking” 
here, and I thought I would try to show you what the practices are 
in the trade. 

A great proportion of the shipments moving out of port are not 
booked at all, [ mean in any formal sense. That is due to the fact 
that there is more steamship space available than there is cargo and 
when a ship goes on berth around here the steamship lines don’t 
require you to “make a specific booking of anything up to quite a large 
amount. 

One of the principal steamship lines to South America, for example, 
will take anything without notice up to 20,000 pounds. Now 20,000- 
pound shipments means that a great proportion of the shipments 
come under that and there is really no formal booking made. You 
ascertain that the steamer is on berth and there is generally plenty of 
space there, and the steamship company is more interested in having 
the freight land on the pier and having you call and tell them about it. 

When I speak of the number of shipments, I am referring to volume, 
hot tonnage. 

Mr. Kiuczynski. Do you want to give that to the reporter to- 
morrow and we can have it follow your testimony today? 

Mr. Hrvricus. I just offered that as it stands. 

Mr. Kivezynski. Then, you have completed your testimony. 

Mr. Hinricus. That is all I can say on it. Thank you. 

Mr. Kivczynskri. Thank you, Mr. Hinrichs. 

The next witness is the representative of Marks & Coyle. Would 
you kindly identify yourself to the reporter? 


STATEMENT OF HUGH COYLE, PRESIDENT, MARKS & COYLE, INC. 
Mr. Corte. My name is Hugh Coyle, president of the firm of 


Marks & Coyle, Inc., incorporated in 1931. 
Mr. Kiuczynsxit. You may proceed. 
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Mr. Coy.e. I have made a few notes, a summary of the functions 
that we perform for the steamship companies or carriers which, if 
I may, I would like to read. 

Mr. Warren. Certainly. We will want to have that information, 
but I would like to ask a few preliminary questions. 

First of all, are you a member of any freight forwarding association? 

Mr. Corus. Yes, we are. 

Mr. Warren. Would you state the name? 

Mr. Corte. The New York Foreign Freight Brokers Association. 

Mr. Warren. Do you have a prepared, written statement? 

Mr. Corie. No, these are brief notes that I prepared more or less 
in the form of asummary. It is not in the form of a statement. 

Mr. Warren. How large is your company? 

Mr. Coyte. At present we employ seven. We have ranged to 15. 

Mr. Warren. Are these persons solely engaged in the activities of 
freight forwarding? 

Mr. Corie. That is all, and freight brokerage if I may mention it. 

Mr. Warren. Does your firm have a substantial number of shipper 
clients? 

Mr. Coyiy. We do. 

Mr. Warren. Would you submit the number confidentially? 

Mr. Corie. We will. 

Mr. WarrEN. Would you say, sir, that the brokerage received on 
the Asiatic Petroleum Co. account from ocean carriers constitutes 
the major source of your brokerage revenue? 

Mr. Coyte. It does. 

Mr. Warren. Do forwarding fees constitute the major source of 
your total revenue? 

Mr. Coyte. It does not. 

Mr. WarrEN. Does brokerage? 

Mr. Coy te. It does. 

Mr. Warren. Are there any other accounts upon which your firm 
renders less or as little service as the service rendered on the Asiatic 
account? 

Mr. Corte. To my memory there is only one other account of 
that type. 

Mr. Warren. Are there any accounts, other than Asiatic, on which 
you make no charge for forwarding services? 

Mr. Coyte. I think just on one other account. 

Mr. Warren. In fixing your forwarding fee, do you take brokerage 
into consideration as one of the elements? 

Mr. Coyue. I am sorry. I did not hear that question too clearly. 

Mr. Warren. In arriving at what constitutes a reasonable for- 
warding fee, is one of the elements considered the brokerage you will 
receive? 

Mr. Coyte. In certain cases it helps considerably. 

Mr. Warren. In respect to the services that you perform for 
Asiatic, in connection with lubricating oils, do you affirm the testi- 
mony given by Mr. Smith this morning? 

Mr. Corte. Do [ affirm? 

Mr. WarRREN. Yes, sir. 

Mr. Corte. Oh, yes; completely. 

Mr. WarreEN. Do you have anything to add to that testimony as 
to the services that you perform in behalf of Asiatic? 
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Mr. Corte. I do on some of the notes that I have prepared as a 
summary of the forwarding functions we perform in behalf of the 
carrier for brokerage. 

Mr. Warren. In behalf of the carrier for brokerage? 

Mr. Corte. That is right. 

Mr. WarrREN. You are not saying, then, that this is in behalf of the 
Asiatic Petroleum Co.? 

Mr. Corte. No, sir. 

Mr. WarreEN. This is your justification for the receipt of brokerage? 

Mr. Corte. That is correct. 

Mr. WarreEN. I certainly would like to hear about it. 

Mr. Corte. Of course, what comes first is the preliminary advisory 
work and other functions prior to the actual engagement of ocean 
space, which we contend and consider a function in the interest of 
and on behalf of the steamship carriers. 

Mr. Warren. Is it not also on behalf of the Asiatic Petroleum Co.? 
Is it not of benefit to that company, also? 

Mr. Core. Well, we feel that it is awfully important to a steamship 
company to fill their vessels with cargo and the preparatory work we 
feel is of tremendous help and assistance to the steamship company. 
It has its value to the Asiatic Petroleum Co., there is no doubt, but 
it also has a definite material value to the steamship company. 

Mr. WarRkEN. It is really hard, as a matter of fact, to determine 
how much value to the carrier and how much value to the shipper this 
service is? 

Mr. Coytez. I guess that would be open to discussion. 

Mr. Warren. Now, Mr. Smith, would you come forward, please, 
in case any questions might arise? 


STATEMENT OF HAROLD H. SMITH, ASIATIC PETROLEUM CORP.— 
Resumed 


Mr. WarrEN. In connection with the preliminary information that 
you are now stating that you do in justification for brokerage, is that 
something which is done with respect to each and every shipment? 

Mr. Coy.z. In the matter of brokerage, yes, it is, with any shipper. 

Mr. WarrEN. Would you help to clarify that, Mr. Smith 

Mr. Smiru. Anything that is booked through Marks & C ‘oyle for 
our account is, of course, a benefit to us. We get the space. 

Mr. Warren. You determine the line, Mr. Smith? 

Mr. Surin. That is correct. 

Mr. Warren. According to advice from Mr. Coyle? 

Mr. Smiin. Yes. He gives us the number of vessels and we will 
select the one that we feel the cargo should go forth on. 

Mr. Warren. Is this advice available to you from other sources, 
or in your own export department? 

Mr. Smiru. Yes, it is. 

Mr. Warren. Why is it necessary for you to receive this advice, 
then, from Mr. Coyle? ~ 

Mr. Suiru. W ell, we consider Mr. Coyle’s division a control center. 
We don’t have to check through all the papers. As I said before, we 
ship to all parts of the world and there are quite a few. vessels that we 
have to pick and it would take time to do that, so we call upon Mr. 
Coyle to canvass the market and that eliminates us from tele »phoning 
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the various steamship companies and finding out the exact date of 
delivery. 

Mr. Warren. Don’t you receive from other sources this same 
information? 

Mr. Samira. Oh, no. 

Mr. WarrEN. You do not? 

Mr. Smiru. No; it is in the Journal of Commerce or papers. 

Mr. Warren. It is in the Journal of Commerce? 

Mr. Smiru. Yes. 

Mr. Warren. Do you subscribe to it? 

Mr. Smiru. Yes. 

Mr. Warren. You have it, then. 

Mr. Coyier. In that respect, may I add that a question may be 
asked that may require the calling of at least 20 different steamship 
lines and we, of course, in that matter can be of material assistance 
and timesaving in developing the various lines that serve those areas. 
That is part of our preparatory work on which I would lke, if I could, 
to bring out a few notes of the functions that we perform in securing 
information regarding ocean space. 

Mr. Warren. You may. 

Mr. Coyte. (a) Advice is received from our clients of an actual or 
impending order. 

(b) Consultations then effected with ocean carriers to the areas 
desired and a record procured of the sailing or sailings scheduled, 
including their time of departure and their anticipated arrival date at 
destination. There are many times, and I would say those occasions 
are very, very frequent, in which it is necessary to secure an option 
from the lines on their spac e in order to give our clients sufficient time 
to determine that they will be able to make that booking or not. 

Mr. WARREN. Suppose the booking is made. Are you liable to the 
carrier for the space that vou have obtained an option on? 

Mr. Coyire. Not in the case of an option. We are allowed that 
number of days in which to reply if the shipper wishes to use the option. 

(c) We check the availability, then, of cargo space and if the carrier 
is interested in booking. 

We then come to the actual booking of the cargo. When data is 
obtained, as I have just mentioned, it is given to our client’s traffic 
division, Mr. Smith as traffic manager, and the information is cor- 
related with the requirements of the shipping order or the letter of 
credit. A vessel is then selected by Mr. Smith or has assistants and 
instructions given to us to book the freight order on the vessel they 
have selected. 

Mr. Warren. Mr. Smith, do you consider that you have the avail- 
able personnel to handle these functions that are now being indicated? 

Mr. Smitu. We have, actually handling the bookings of cargo in 
our division, seven people. 

Mr. Warren. Are you highly dependent upon this information and 
service that Mr. Coyle is indic ‘ating now? Is it essential to your 
concern in making export shimpents in connection with lubricating oil? 

Mr. Smirx. Yes; on shipments where we have letters of credit. 

Mr. Warren. What volume does that constitute? 

Mr. Smrtu. I would say about 25 or 30 percent. 

Mr. Warren. Proceed, Mr. Coyle. 

Mr. Coyie. We then contact the steamship line chosen and engage 
the freight space. There may be occasions between the time w hen we 
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first secured the information and the time when we call the line that 
the space is no longer available. We then have to go out and scout 
for space with other lines and endeavor to secure again the opportunity 
we first presented. That means practically starting over again. 

Mr. Warren. Why, Mr. Smith, don’t you allow Mr. Coyle to make 
the booking on these? 

Mr. Smiru. Well, it is to our advantage to select the vessels, 
ourselves. 

Mr. Coy.e. May I raise a point, Mr. Counsel? 

Mr. WarrEN. Proceed, sir. 

Mr. Coyir. May I say that physically we complete the booking 
in our telephone call. Could that not be construed as making the 
booking? 

Mr. Warren. Well, physically you do it, but as to who determines 
the specific carrier the cargo moves on, apparently from the testimony 
given, it is determined by Mr. Smith. Is that correct? 

Mr. Coyie. Mr. Smith or his assistants choose the line and steamer. 
There are occasions in which, to certain areas, space may become 
extremely tight in which the opportunity for space is limited. It may, 
in fact, sometimes devolve onto one steamer. 

Mr. Smith, naturally, I believe, will accept my recommendations 
for the use of that particular line. Those occasions are not too 
infrequent. 

Mr. WarrREN. Proceed, please. 

Mr. Corie. We complete all requirements necessary in the booking 
of the cargo, including special arrangements required in the shipment 
of bulk liquids such as pumping and heating of the product, the 
stowage of hazardous cargoes such as benzol naphtha and certain types 
of asphalt. We check locks of piers and desired delivery dates. 

Mr. Warren. At the request of Mr. Smith? 

Mr. Coyir. No, not necessarily, because we are going to provide 
information that would be piecemeal if we didn’t also include the 
location of the pier and what time the steamship company would 
require the delivery. 

We then prepare a freight contract in confirmation of this booking 
and, in passing, we make a booking on every shipment that moves 
whether it be 1 small 5-gallon pail, up to thousands of tons embodying 
all the details and figures agreed upon. This contract is then delivered 
to the ocean carrier and in most cases a signed copy is returned to 
us and due acknowledgment of the booking of which I have an exhibit. 

In many cases we also receive from the steamship company their 
form of contract, which I also have an exhibit of, in confirmation of 
the booking made with them. We then naturally follow the move- 
ments of the cargo, particularly at the port of New York to the ship’s 
side because of the many telephone calls received from the carrier as 
to the progress and the movement of the freight we have booked. 

Mr. Warren. Mr. Coyle, all of this service that you are indicating, 
and IT am certainly glad you are bringing it forth, why don’t you 
charge the shipper, the Asiatic Petroleum Co.’ 

Mr. Corie. We don’t believe it is required. 

Mr. Warren. Don’t you think they are getting some service that 
is definitely beneficial to them? 

Mr. Corte. We also feel that so many of these functions are in 
behalf and to the interests of the steamship company that the bro- 
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kerage fees that we receive—and we are content with them—cover 
that. 

Mr. Warren. Proceed, sir. 

Mr. Coyte. In the field of cargo booking, we endeavor to interest 
ocean carriers in accepting cargo from clients to areas they do not 
serve, resulting in profitable voyages and continued inclusion of these 
ports in their itinerary. 

These are a few cases of several years back: One in which, after 
many months of solicitation we interested a gulf carrier, after assurance 
of support from our client, to institute a service from the gulf to a 
certain area in Africa. The ocean carrier secured similar promises 
from other large shippers and was able to commence a service that 
has remained uninterr upted over these years. 

In another case of several years, we had the development of interest 
in a gulf carrier to include ports in Indochina into his schedule. An 
offer of sufficient size was given, the booking agreed upon, and that 
operator has made monthly trips to that area since. 

Mr. Warren. Mr. Coyle, excuse me, sir. We want to hear this. 
Would you indicate how many pages you have there? 

Mr. Corte. Just one page and a half. 

Mr. Warren. I thought you had a number of pages. 

Mr. Coyte. Oh, no. 

Mr. Warren. Proceed. 

Mr. Coyiz. Many other cases can be submitted. 

In the category of freight booking, we also book cargo from every 
port in the United States and arrange the particular requirements of 
booking through the New York office of that carrier, or their agents 
at New York, of which I have exhibits. 

Mr. Warren. All of this is in reference to the account we are talking 
about? 

Mr. Corte. I am only speaking for and in behalf of the dealings 
with Asiatic Petroleum. 

In our liaison work with the carriers we often serve as a mediator 
and interceder with our client in behalf of the steamship company. 
Occasions have occurred when the carrier, after booking has been 
made, was confirmed, and cargo is actually in state of readiness for 
delivery, the carrier to suddenly cancel the space and place our client 
in a difficult position. We then make every effort to rebook the cargo 
through another line, thus relieving the carrier of fulfilling their 
obligation. 

We have collaborated with the ocean carriers and their specific con- 
ferences in working out freight rates, resulting in new and additional 
business. 

In completing all the phases of cargo booking there is considerable 
amount of telephone work required. At present we are averaging 
approximately 1,200 calls per month to the various steamship com- 
panies and approximately 600 calls to our client. In certain years 
these figures were considerably higher. 

The coordination of delivery and other details necessary for the 
loading of cargo. In our function as coordinators with the ocean 
carrier we assist in arranging all the pertinent factors that go into 
the delivery of the cargo to the ships side. (B) We verify the delivery 
dates. 





a 


+ 





FOREIGN FREIGHT FORWARDERS AND BROKERS 583 


Regarding the delivery dates in certain cases some of the steamship 
lines don’t advise by telephone when their schedule dates are changed, 
and later on are put back to a much later date resulting in charges of 
demurrage to our client and, of course, it is our particular job to be 
on top of that and catch any change of that nature. 

We check locks of pier, prepare and secure steamship permits when 
required, cooperating with ocean carrier in delivery of ocean docu- 
ments in time to comply with consular deadlines, and in certain cases 
when the ocean carrier is unwilling to wait for the ocean lading and 
these are not too many, we prepare the ocean bill of lading at their 
behest. 

On export declarations we check the details contained in that 
declaration at our office when received from the client in order to 
make certain the declaration can be successfully cleared through the 
customs. We then clear the export declaration through the customs. 
We then deliver the cleared declaration to the carrier in order that 
the cargo can be laid aboard vessel. 

On occasion, when declarations are lost in the carrier’s office, two 
letters are required; from us and the other from the steamship com- 
pany, and we secure a duplicate cleared declaration for them. 

There are other times when the carrier for reasons of their own 
convenience desire to split the booking into two vessels. We collab- 
orate in behalf of the carrier in securing and clearing new declarations 
for those split deliveries. 

The last point, it is the postshipment functions. We coordinate 
with the ocean carriers on the following functions after the cargo has 
been delivered: On damaged packages or condition of packages that 
require consultation with the ocean carrier whether they are in 
shipping condition for ocean movement. The carriers telephone us 
on such occasions because, having booked the cargo and knowing that 
we are familiar with the requirements of the shipment, we would be 
a position to provide them with the necessary information. 

Our last point is that we confer with them on instances where the 
ocean bills of lading bear incorrect rates for the ocean lading and we 
naturally have a correction to make. 

Mr. Warren. Mr. Smith, why don’t you close up your export 
department? 

Mr. Corte. May I make a point, Mr. Warren? 

Mr. WarREN. You certainly may. 

Mr. Corts. The tremendous work that is required of a traffic divi- 
sion and the multitudinous details that they find necessary, keeps 
their time very fully occupied. We offer this service in order to 
minimize some of the work that is really very varied. 

Mr. Warren. I am sure this subcommittee appreciates the precise 
enumeration of the service that you have indicated, and I am sure 
that it will certainly be weighed in any final determinations. 

T have no further questions. 

Mr. Kuuczynsxi. Mr. Chase? 

Mr. Cuass. I have no questions. 

Mr. Kuuczynskt. I, too, want to thank you, Mr. Coyle, for the 
splendid way in which you have given us the testimony. Thank you, 
also, Mr. Smith. 

The last witness today will be from the International Harvester Co. 
Will you identify yourself to the reporter? 
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STATEMENT OF A. C, FRIEDSAM, GENERAL TRAFFIC MANAGER, 
INTERNATIONAL HARVESTER CO. AND AFFILIATED COMPANIES 
INCLUDING INTERNATIONAL HARVESTER EXPORT CO.; AND 
JAMES T. ZIMMERMAN, MANAGER, NEW YORK CITY EXPORT 
OFFICE, INTERNATIONAL HARVESTER CO. 


Mr. Friepsam. A. C. Friedsam, general traffic manager, of the 
International Harvester Co. and affiliated companies, which includes 
the International Harvester Export Co. 

Mr. Warren. Mr. Friedsam, is Mr. Zimmerman present? 

Mr. ZimMeRMAN. Yes, sir. My name is James T. Zimmerman, 
manager, export shipping office, New York City, for International 
Harvester. 

Mr. Warren. State generally the type of export shipments which 
your company is involved in making, Mr. Friedsam. 

Mr. Friepsam. We export practically all of the products that the 
company manufactures. 

Mr. Warren. Which are what? 

Mr. Frirepsam. I don’t say allofthem. That part that is exported, 
we export. 

Mr. WarrEN. Farm equipment and so forth? 

Mr. Frrepsam. Yes, sir. 

Mr. Warren. Now, sir, would you say that on these products that 
the freight charges paid to ocean carriers amount to many millions of 
dollars a year? 

Mr. Friepsam. It amounts to a substantial sum. I don’t know it 
of my own knowledge exactly what it is. 

Mr. Warren. Into the millions? 

Mr. Frrepsam. Yes, sir. 

Mr. Warren. What are the chief ports that are used for your 
export shipments? 

Mr. Frrepsam. New York, the outports along the Atlantic, and 
New Orleans, and the gulf; and on occasion Mobile, Houston, and in 
recent years the Great Lakes. And let me include in that, of course, 
the Pacific coast also. 

Mr. Warren. Percentagewise, which ports account for the majority 
of the volume of your cargoes? 

Mr. Frrepsam. New York. 

Mr. Warren. What percentage, approximately? 

Mr. Friepsam. Of the overall? 

Mr. Warren. Of the overall. 

Mr. Frirepsam. 55 to 60 percent. 

Mr. Warren. | understand that International Harvester main- 
tains a traffic department? 

Mr. Frrepsam. Yes, sir. 

Mr. Warren. Does this division presently handle any of the func- 
tions that would be termed freight forwarding? 

Mr. Friepsam. Yes, sir. 

Mr. Warren. Would you describe those functions, sir? 

Mr. Friepsam. Well, over a period of years we have averaged in 
the general office, 40 employees of which about 7 are confined pri- 
marily to export work. Inthe New York office, over a period of years, 
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{ would say that we have averaged 45 people exclusively engaged in 
export shipping. 

At the New Orleans office, over a period of years, I would say we 
had an average of 7 or 8 people. 

Mr. Warren. In exporting? 

Mr. Frrepsam. Devoted exclusively to exporting activity. 

Mr. Warren. How about the people partly devoted to exporting 

New Orleans? 

Mr. Frrepsam. In part to export and part otherwise? 

Mr. WarrREN. Yes. 

Mr. Friepsam. None. 

Mr. WARREN. I have received notification of a new arrangement 
that is about to be made in regard to the forwarder now designated, 
Has that arrangement been made, and is it now in operation? 

Mr. Friepsam. Yes, sir; it Is. 

Mr. Warren. When? 

Mr. Frrepsam. Well, fora number of years we have considered the 
closing of both our New Orleans and New York export offices. 
decided here, oh, I would say within the last 6 to 8 months 
would do that. We figured it was more economical. 

In the process of closing our offices, starting on January 16 of this 
vear we forwarded from our factories shipments to New York and 
possibly to the out-ports if they are involved. That was the 16th. 

So the company that are going to handle the forwarding end, the 
brokers for our account, are Judson-Sheldon from the Atlantic 
Pacific ports. We might say it started January 16. 

As to the other, we started last month. We had to make a differ- 
ential on the date because of the shipping problems that we had from 
the factories so that that started the 23d where we actually 
shipping to the port of New Orleans. Of course, the 
are closed at the present time. 

Mr. Warren. Now, I know that what is past is prologue. How- 
ever, | would be interested, and I think this committee would be 
interested, in knowing what functions were performed by your traffic 
people at the International division? 

Mr. Frrepsam. Practically all. 

Mr. Warren. And yet Judson-Sheldon division was designated 
receive brokerage? 

Mr. Friepsam. Yes, sir. 

Mr. Warren. Now, what did Judson-Sheldon division do for 
firm? 

Mr. Friepsam. Little, if anything. 

Mr. Warren. Would you desc ribe that specifically? 

Mr. Frrepsam. | had one exception to make to that. From my 
own knowledge, I do know that within the past several years when 
the port of New York was closed on account of strike, that I personally 
inquired of the Chicago representative of Judson-Sheldon if the, 
could make available their services to us if we could find ways and 
means of shipping through the gulf. I can’t say to my own knowledge 
beyond that if we went any further. 

I did make a personal inquiry of them if they could make available 
to us their services in case we wanted to ship. I do know that we 
shipped some goods that would ordinarily have come through New 
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Mr. Warren. But you would say, on the overall picture of the 
shipments upon which Judson-She Idon received brokerage, that it 
did not perform services with respect to each and every shipment? 

Mr. Frrepsam. Not to my knowledge. 

Mr. Warren. That is, in the past? 

Mr. Friepsam. I say we are speaking of prior to the date of this 
new arrangement. 

Mr. Warren. During this time, did your company find cause to 
compensate the Judson-Sheldon division? 

Mr. Friepsam. I didn’t get your question. I am sorry. 

Mr. Warren. Did your company compensate the Judson-Sheldon 
division? 

Mr. Frrepsam. No. 

Mr. WarrEN. Because no services were rendered? 

Mr. Friepsam. Yes, sir. 

Mr. Warren. Did I ask you how many persons were engaged in 
your traffic department prior to the new arrangement? 

Mr. Friepsam. I said over a period of years I would say that we 
averaged 40 in the Chicago office of which 7 or 8 were exclusively 
engaged in export work; and in New York over a period of years ap- 
proximately 45 and in New Orleans approximately 8 or 9. 

Mr. Warren. As I understand, at that time your company simply 
designated the Sheldon division, and it was pretty self-sufficient in 
the handling of its export shipments? 

Mr. Friepsam. Yes, sir; we were. 

Mr. WARREN. Now, I would like for you to tell this subcommittee 
about the new ere’ 

Mr. Friepsam. As I say, we have made a study over a period of 
years from an economy dando as to whether it was advisable to 
close our offices and engage forwarders or forwarder-brokers to do our 
work for us. We found such a plan more economical and that is the 
reason we went to the new plan. 

Mr. Warren. I presume, under the new plan that you are paying 
the Sheldon division a forwarding fee? 

Mr. Friepsam. Yes, sir; we will. We haven’t paid to this date 
because we have not received a bill. 

Mr. Warren. Has the new arrangement resulted in the dismissal 
of any of your employees who were formerly engaged in export work? 

Mr. Friepsam. Dismissal? 

Mr. Warren. Dismissal or transfer to other divisions? 

Mr. Frrepsam. Both. 

Mr. Warren. How many have been dismissed as a result of this 
new arrangement? 

Mr. Friepsam. I don’t quite get you on the word ‘‘dismissed.”’ 
We didn’t try to dismiss anybody. 

Mr. Warren. Well, who are not presently working with Inter- 
national Harvester in export work? 

Mr. Frrepsam. I would say as of February 29 our offices will be 
closed entirely and every employee, with the exception of Mr. Zimmer- 
man and a secretary in New York here, will have left International 
Harvester Co. 


Mr. Warren. You are just closing your export department; is 
that what you are saying? 
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Mr. Friepsam. By February 29 of this year we expect to have them 
closed entirely. 

Mr. Warren. And you will, I presume, absorb some of that 
personnel in other departments? 

Mr. Friepsam. And some of that personnel will be going over to 
the Judson-Sheldon people here in New York. 

Mr. Warren. And the object of that arrangement is to allow your 
old forwarder to handle everything in connection with your shipments? 

Mr. FriepsamM. That is with the exception of the Chicago office. 
We will still have the arranging for shipments from the factory to 
seaboard handled by the Chicago office. 

Mr. Warren. Will you still control the booking in the Chicago 
office? 

Mr. Frrepsam. Yes, sir; in some respects. 

Mr. Warren. Will you handle the preparation of the documents 
in the Chicago office? 

Mr. Friepsam. No, sir. 

Mr. Warren. What are the respects in which you will not control 
the booking in the Chicago office? 

Mr. FriepsaM. On a fairly sizable amount of our shipments, we 

call them parts shipments from our parts depot in C hic ago, they come 
to the Ports in quite a large volume. They were what T would term 
an |. c. 1. shipment and the forwarder will be expected to do all the 
bouiian on that. 

On certain carloads we think it more consistent to continue doing 

the booking directly with the steamship companies. 

Mr. WarREN. Have you alrived at any partic ular fee per shipment 
that you will pay the Judson-Sheldon division? If so, _ need not, 
of course, divulge it publicly. We would like to have it submitted in 
confidence. 

Mr. Frrepsam. Yes; we have. 

Mr. WarreEN. Please submit it, sir, at your convenience. 

Mr. Friepsam. We will. 

Mr. Warren. Is this fee generally below the average forwarding 
‘in New York for such shipments or is'it above or in line with the 
average? 

Mr. Frrepsam. I have no way of knowing that. 

Mr. Warren. Do you have any impression, Mr. Zimmerman? 

Mr. ZIMMERMAN. No;I wouldn’t want tosay. I know that we have 
received various bids, but they were complicated in their content. It 
would be extremely difficult to pinpoint a preparation charge. 

We have a charge, as Mr. Friedsam has consented to give to you. 
We have what we feel is a very reasonable fee, but which is a fee that 
we have also paid in the past on certain shipments where we had to 
handle it with a forwarder. So it seems to be a very reasonable fee. 

Mr. Friepsam. It is in line with other forwarder fees that we have 
paid where we have actually used a forwarder. On the west coast we 
have frequently used forwarder service. 

Mr. Warren. Suppose that Sheldon was not receiving brokerage, 
do you think it could do this work for the fee that you have just 
negotiated? 

Mr. Friepsam. I have no opinion on that to express at this time. 

Mr. Warren. Do you, Mr. Zimmerman? I think that is import- 
ant. This committee is interested in that question. You gentlemen, 
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I presume, have been in export transportation for a number of years. 
You certainly should know more about it than we do. 

Mr. ZimmMerMAN. I would be forced to answer that in the affirma- 
tive. That in the event they did not receive a brokerage it does not 
seem logical to me that they could perform the same service at the 
same price. That is my thought on the matter. 

Mr. Warren. Can you indicate the motivating reason for the 
designation of Sheldon as your freight forwarder? 

Mr. Frrevsam. Well, of course, I don’t believe I stated for the pur- 
pose of the record that I came to International Harvester Co. as as- 
sistant general traffic manager in 1948, which was long after that 
arrangement had been made. I became general traffic manager in 
January of 1949. 

Mr. WarREN. Yes, sir. 

Mr. Frrepsam. Again, as [ say, it was some years after the arrange- 
ment was made. 

Mr. Warren. Mr. Zimmerman, how long have you been with the 
company? 

Mr. ZimMermMan. I have been with the company since 1924 with the 
exception of a break in service from 1926 to 1928 in South America. 
[ have been in the traffic end of it since 1926. TI have been in the ex- 
port end of it since 1934 when I was transferred here from —- 
I assumed charge of the export shipping office on October 25, 1947. 

Mr. Warren. Would you say that there was any reason for the 
designation of the Judson-Sheldon division to act as forwarder or 
broker as of that time? 

Mr. ZimmMerMAN. In answer to that question I would like to point 
out that at the time that this designation was made in 1939, I believe 
on November 1, I was chief clerk and had no part in it and had no 
knowledge of it taking place until 1 was instructed that they were 
appointed the brokers, not the forwarders. 

Mr. Warren. During that time, and thereafter, did you observe 
that the Judson-Sheldon division was actively engaged in any for- 
warding work for International Harvester? 

Mr. ZIMMERMAN. NO, sir. 

Mr. Warren. Can you conceive of a reason why Sheldon might 
have been designated? 

Mr. ZIMMERMAN. No, sir; except our relationship with them in the 
domestic field. 

Mr. Frrepsam. I believe maybe I can answer that. I know from 
my own knowledge that National Carloading has a domestic corpora- 
tion and it had very good relations with Harvester Co. over the past 

50 years. And Judson-Sheldon is another division. We have always 
used National Carloading on our shipments domestically in instances 
to the ports, and I would well imagine that it came about that that 
was the reason we would naturally go to Judson-Shelton in appointing 
them as a broker, which was done in 1939. There again I am giving 
you an answer. As I say, I was not engaged by Harvester Co. at 
that time. I cannot answer for the people that made the arrange- 
ments. 

Mr. Warren. Now, in connection with interstate forwarding, did 
your company compensate National Carloading? 

Mr. Friepsam. For their services as a domestic corporation? 
Mr. Warren. Yes. 
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Mr. Frrepsam. In every instance. 

Mr. WarreEN. In every instance, but on the other hand no com- 
pensation accrued to the forwarder, Judson-Sheldon, in connection 
with ocean transportation. And, you say there is nothing wrong with 
this for the reason that no services were rendered. What I am getting 
at is why did your company designate Sheldon to receive brokerage? 
What did that firm do? 

Mr. Frrepsam. In my opinion, this was always the custom of the 
export trade, and I had no reason to question it after I became general 
trafic manager, as to the practice as far as Harvester Co. was con- 
cerned that had gone on for 10 years prior to my being appointed 
general traffic manager. 

Let us not mix up the relationship of the domes ic business with the 
National Carloading Co., handling it as a carloading company. We 
would turn over a shipment to them just like we would to a truckline 
or to a railroad, and pay the published tariff charge for the trans- 
portation of that shipment to the seaboard. 

Mr. Warren. They make their money on the difference in carload 
and less than carload rates? 

Mr. Friepsam. Well, they have a little different scale of rates than 
maybe a competing true ‘kline or railroad. 

Mr. Warren. This interstate forwarder is a — 

Mr. Frrepsam. A common carrier, I would s: 

Mr. WarreEN. He assumes legal idnomaaiiey ‘for the transporta- 
tion? 

Mr. Frirepsam. Yes, sir. 

Mr. Kivuczynski. Mr. Friedsam, I want to get clear on this ques- 
tion. You and your personnel handled that without any freight 
forwarder; is that correct? 

Mr. Frrepsam. With that exception as I have mentioned on the 
west coast where we engaged a forwarder. 

Mr. Kiuczynski. Under your new plan, you were in trouble and 
thus contacted the Judson-Sheldon division? 

Mr. Friepsam. Did I sav we were in trouble? 

Mr. Kivczynski. Yes. 

Mr. Frirepsam. We felt that it was economically sound to go to 
this new arrangement. 

Mr. Kuivczynski. I understood that you were in trouble? 

Mr. Friepsam. I think you misunderstood me 

Mr. ZimMeRMAN. I don’t believe the record will say that, sir. 

Mr. Kiuczynskl. Gat e you hired Judson-Sheldon division as your 
forwarder, they would take care of everything, and you would have 
no more trouble? 

Mr. Frrepsam. I wouldn’t call it trouble. It was more economical 
to do it this way than the way we had done it. That is why we are 
beginning to operate under the new system. 

Mr. Warren. In its managerial discretion, your company decided 
it was more economical to use the services of a freight forwarder 
than to maintain a traffic division; that is what it amounts to? 

Mr. Frrepsam. That is exactly what it amounts to. 

Mr. Kivuczynski. That is what I was getting at. 

Mr. Warren. Mr. Zimmerman indicates that one of the factors in 
arriving at the forwarding fee, in his opinion, is the consideration of 
brokerage. Do you, in your opinion, agree with Mr. Zimmerman? 








590 FOREIGN FREIGHT FORWARDERS AND BROKERS 
i 


Mr. Frirpsam. I just haven’t formed an opinion as to that. 

Mr. Warren. Now, Mr. Friedsam, was there any method by which 
your company gave various freight forwarders an opportunity to 
perform this function? In other words, why was Judson-Sheldon 
chosen? 

Mr. Friepsam. In arriving at our decision to make this recent 
change, any number of other forwarders offered us their services. 

Mr. Warren. Did you receive bids? 

Mr. Frinpsam. Competitive bidding, yes, sir; not in every instance. 
To be more specific, we have the Universal Transcontinental Corp. 
who will act as forwarders at gulf ports and on the Great Lakes ports 
for us. 

Mr. WarrEN. They will still act as forwarders? 

Mr. Friepsam. They will act as forwarders under this new arrange- 
ment. Universal Transcontinental Corp. are going to be our for- 
warders at the gulf and at the Great Lakes. 

Mr. Warren. Is there a difference in the forwarding fee at all of 
those places? 

Mr. Friepsam. The forwarding fee that we had received, if you wish 
to keep it confidential, is exactly the same in both places as submitted 
by both forwarders. 

Mr. Warren. Did you choose the lowest forwarding fee submitted 
during competitive bidding? 

Mr. Friepsam. No; we did not. 

Mr. Warren. You did not? 

Mr. Frrepsam. No, sir. 

Mr. Warren. Would you submit to this committee for its con- 
fidential files the lowest forwarding fee that was submitted, the fee 
that you chose, and the highest fee that was submitted? 

Mr. Friepsam. I will be very glad to do that. 

Mr. Warren. Thank you, sir. 

Mr. Friepsam. That is again a confidential matter. 

Mr. Warren. Absolutely. 

Mr. Kivuczynski. Mr. Chase, have you any questions? 

Mr. Cuase. I have one question. 

Do I understand that the cost of forwarding fees do not necessarily 
run parallel to the quality of forwarding services? In other words, 
you might consider the type of forwarder quite as much as the amount 
of fees to be charged? 

Mr. Frrepsam. Correct. 

Mr. Cuase. The same as in hiring a lawyer or doctor? 

Mr. Friepsam. Or buying some goods. 

Mr. Warren. Did I understand, Mr. Zimmerman, that you will 
continue after February with International Harvester? 

Mr. ZIMMERMAN. So I understand, sir. 

Mr. Friepsam. That is right. 

Mr. Warren. Will you work with the various freight forwarders, 
in a liaison capacity? 

Mr. ZimMeRMAN. I believe that is correct. 

Mr. Warren. Will you direct those activities? 

Mr. ZimMMERMAN. I believe the question should be asked of Mr. 
Friedsam. I would like to know the answer myself. 

Mr. Friepsam. That is a very good question. 

Mr. Warren. How about that answer, Mr. Friedsam? 
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Mr. Kuivuczynskxr. Are there any further questions? 

Mr. Warren. Mr. Zimmerman, I would like to quote from a part 
of a Government report and ask whether or not you agree or disagree 
in substance with the report: 

The custom of paying brokerage leads to many abuses. For instance, a com- 
pany which makes exports and uses a forwarder will use the same forwarder as a 
customs broker on their imports. 

He said that even though this company would do their own freight forwarding 
on its exports, they might designate the freight forwarder to receive brokerage 
since it cost them nothing and would be reflected in a lower charge for the import 
service, 

Do you think that is possible or conceivable, and do you agree with 
that statement extracted from a report? 

Mr. ZimMERMAN. Not with the exact wording. If you put in, as 
I pointed out to your examiner when I had the pleasure of reading 
that, that it might—I am not making a statement that I do not know 
the answer to it. I don’t know whether it would or would not. I 
say it could or it might, I asked him to put that in and I believe he 
intended to put that in. He is here. You can ask him if you wish. 

Mr. Warren. | will certainly accept your opinion on that at 
present. Can you conceive of any reason why the system of broker- 
age might lead to abuses, based on your experience? 

Mr, ZIMMERMAN. I mentioned that the broke rage, the feature of 
the brokerage being paid by carriers to a designated individual who 
performs services might result in that individual or that organization 
performing a service for a lesser fee in another field. 

Mr. Warren. That is what you had in mind basically? 

Mr. ZimMeRMAN. That is it. I say it could be. I would like to 
repeat that. 

Mr. Warren. Yes; I understand. 

Do you believe, sir, that ocean carriers would reduce their rates if 
brokerage were by law eliminated? 

Mr. ZIMMERMAN. I would hope so, but I doubt it. Any of your 
lovely conference chairmen here might answer that question. [| 
would insist upon it by the way, I can promise you that. 

In the name of International Harvester Export Co., if brokerage is 
declared illegal under the Shipping Act of 1916 under e ither paragraph 
15 or 16, I would immediately insist upon a reduction of 14 percent on 
all of our shipments where brokerage is being paid. If they can pay it 
out now and are relieved of that, “they should honor the cargo with 
that reduction. 

Mr. WarrEN. Have you ever heard of a carrier reducing its rates? 

Mr. ZIMMERMAN. Yes, sir, but never voluntarily. 

Mr. Warren. In your opinion, do you think carriers are reflecting 
this brokerage in their rates? 

Mr. ZIMMERMAN. They have to. There is no question about it in 
my mind. 

Mr. Warren. You think it is actually being passed on to the 
shipper? 

Mr. ZimMERMAN. Definitely. I think there is no question about 
that. 

Mr. Warren. Now, Mr. Zimmerman, I realize that this is the 
kind of question you might not want to answer, but we are after facts 
and we are after opinion where opinion is qualified by one who has 

















592 FOREIGN FREIGHT FORWARDERS AND BROKERS 


background in transportation. So we will appreciate your endeavors. 
Do you feel that this new arrangement is going to afford better 
forwarding services than formerly performed by International 
Harvester? 

Mr. ZimmerMAN. I don’t believe I would be qualified to answer 
that question. Mr. Friedsam should. I have my opinion as you have 
your opinion. 

Mr. Warren. My last question I will direct to Mr. Zimmerman, 
and Mr. Friedsam may comment if he desires. Is it your opinion 
that a lot of brokerage, amounting to many thousands of dollars, was 
paid by the lines to the Judson-Sheldon Division for virtually the 
performance of no service? 

First to you, Mr. Zimmerman. 

Mr. ZimmMerRMAN. I have to say ves. 

Mr. Warren. And you, Mr. Friedsam. 

Mr. Frrepsam. Would you mind repeating that question? 

Mr. Warren. The question was directed to whether or not you 
believe that a great deal of money was paid to Judson-Sheldon Division 
for the performanc e of virtually no services? 

Mr. Frrepsam. At this particular time I have formed no opinion 
in that regard. 

Mr. Warren. And, you have never thought about it before? 

Mr. Friepsam. It never concerned me. 

Mr. Warren. | have no further questions, Mr. Chairman. 

Mr. Kuvczynskt. Mr. Chase? 

Mr. Coase. I have no questions. 

Mr. Kuvezynskr. | want to thank you for being here this afternoon. 

Mr. ZrmmMerMAN. Thank you for the courtesies extended to us. 

Mr. Kivczynskr. Would you kindly identify yourself to the re- 
porter? 


STATEMENT OF JOHN J. BENZ, ASSISTANT VICE PRESIDENT; AND 
P. J. COUGHLIN, ASSISTANT VICE PRESIDENT, JUDSON-SHELDON 
DIVISION, NATIONAL CARLOADING CORP., NEW YORK, N. Y. 


Mr. Benz. My name is John J. Benz. I am assistant vice president 
of Judson-Sheldon division of National Carloading Corp., with offices 
at_ 19 Rector Street, New York. 

Mr. Kiuczynski. You may proceed. 

Mr. Benz. [have been employed by the National Carloading Corp. 
since 1925 and have been employed in the Judson-Sheldon division 
since 1947. My appearance here is in response to the request of your 
subcommittee. 

National Carloading Corp. is engaged in business as domestic freight 
forwarders and, therefore, operates in that capacity under the juris- 
diction of the Interstate Commerce Commission. It holds a permit 
authorizing it to perform the functions of a domestic freight forwarder 
and has complied in every respect to the requirements of the Interstate 
Commerce Commission. National Carloading Corp. maintains offices 
in approximately 150 cities in the United States. 

The Judson-Sheldon division of National Carloading Corp. performs 
those services generally engaged in by foreign freight forwarders and 
customs brokers. Our company holds a customs broker’s license and 
likewise has registered with the Federal Maritime Board. 
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The Judson-Sheldon division has established several offices separate 
and distinct from those of National Carloading Corp. in principal 
port cities throughout the United States, such as New York, Phila- 
delphia, Baltimore, New Orleans, Houston, Los Angeles, San Fran- 
cisco, and Seattle. We also have offices in ports on the Great Lakes. 

I would assume that it is unnecessary for me to describe for the 
benefit of the committee the functions of a foreign freight forwarder 
and customs broker because in the course of these hearings you have 
probably heard these functions described in considerable detail. Our 
company performs those services in connection with its activities as 
a foreign freight forwarder in rendering services to its customers and 
patrons and for the various steamship lines serving the numerous 
ports in the country. 

The services of the Judson-Sheldon division are well integrated 
with the services of the domestic freight forwarding activities of the 
company. It was determined by our management that it could best 
serve its customers by a more complete transportation service by 
the performance of foreign freight forwarders’ activities in addition 
to domestic freight forwarding service. We have found a great many 
customers which we serve domestically likewise sel] their products in 
foreign countries. We, therefore, are in a position to assist them in 
the movement of their traffic from an inland city to the final point of 
foreign destination. 

For the information of the committee, we are doing business regu- 
larly with approximately 200 steamship lines serving the various ports 
in the United States. 

We have been requested to appear here and testify regarding the 
substance of a report received in executive session on October 27, 
1955, before your subcommittee that our company performs no 
forwarding or brokerage functions with respect to the export ship- 
ments of International Harvester Export Co 

In order that you may better know the situation, our company 
has enjoyed a customer relationship and served the Harvester com- 
pany for more than 25 years. These services have included the nor- 
mal carriage of their products in the domestic trade as well as the 
foreign trade at numerous ports. 

At the port of New York, Harvester company has seen fit for several 
years to maintain an office wherein many of the services otherwise 
performed by foreign freight forwarders were performed by the com- 
pany itself and through its own employees. Harvester, likewise, has 
maintained a similar office at the port of New Orleans. 

For the benefit of the committee the International Harvester Co. 
has seen fit to make arrangements to close these port offices and turn 
over the work exclusively to foreign freight forwarders. Negotiations 
in connection with this work have extended over a long period of time. 
The work was offered under competitive bidding arrangements to 
existing freight forwarders. Our company was successful in obtaining 
the work at Atlantic and Pacific coast port cities. Unfortunately, 
our competitors obtained the work at gulf ports and at the Great 
Lake ports. It is our understanding that port offices previously 
maintained by the Harvester company will be closed in the near 
future. 

While we did not perform the so-called paperwork incidental to the 
forwarding of Harvester shipments exported at ports in the past, our 
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company did, we feel, perform valuable services not only to the 
Harvester company but also to the steamship companies who actually 
transported the traffic. 

As mentioned earlier, our company has been in existence for many, 
many vears and we are doing business regularly with all of the steam- 
ship companies serving the various ports. As a result we are at all 
times informed of the availability of vessels, space available, and 
service schedules of the lines. 

This information, therefore, is made available at all times to all of 
our customers, including the International Harvester Co., and to their 
various plants numbering some 28 located throughout ‘the country. 

Mr. Warren. Would you not say that this information is available 
through journs als and other publications to these various companies? 

Mr. Benz. Yes. 

Mr. Warren. Proceed, please. 

Mr. Benz. Such information likewise becomes available to their 
numerous suppliers. This information can be furnished readily and 
quickly to ae plants as a result of the establishment of the many 
offices of National Carloading Corp. throughout the country. 

It is our view that a foreign freight forwarder and broker may 
justifiably receive compensation from steamship lines for the overall 
middleman, liaison function he performs, which results in a generation 
of traffic to the carriers even though the compensation may not relate 
to a specific shipment. 

Our company maintains approximately 150 offices throughout the 
United States, as previously mentioned. These offices concern them- 
selves with the domestic and foreign movements of traffic. The 
managers and solicitors in these branches are constantly endeavoring 
to ascertain from shippers and potential shippers information as to 
possible movements of freight from inland points through port areas 
to overseas destinations. 

Steamship solicitors throughout the United States are constantly 
calling upon the personnel in these branch offices to ascertain from 
them the latest information as to traffic which will be moving in the 
near future as well as potential traffic which may be in the offing 
several weeks or months ahead. This information our people con- 
tinuously impart to steamship solicitors. 

Mr. Warren. How many solicitors are employed by Judson- 
Sheldon division in performing this work? 

Mr. Benz. I would say over 500. 

Mr. Covecuuin. That would be a combination of the National 
Carloading as well as Judson-Sheldon employees. 

Mr. Warren. How many are soliciting in connection with ocean 
transportation? 

Mr. Coveutuin. All of them. 

Mr. Warren. Would you say that these solicitors solicit shippers 
whom ordinarily the carriers do not solicit? 

Mr. Benz. That is right, sir. 

Mr. Warren. Would you say that these solicitors solicit shippers 
that carriers never solicit? 

Mr. Benz. He solicits both domestic and foreign traffic. 

Mr. Warren. I am speaking of foreign. 

Mr. Benz. He solicits both. 

Mr. Warren. Proceed, please. 
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Mr. Benz. We feel very sincerely in the maintenance of these 150 
offices and the gathering together of important information as to the 
present and potential movement of traffic, including that of Harvester, 
our company and the Judson Sheldon Division are performing a very 
vital and important service for the sreamship lines throughout the 
United States. 

This subcommittee has already heard testimony from the chairman 
of the Gulf Associated Freight Conferences in New Orleans to the 
effect that the steamship lines in that area recognize that the solici- 
tation activities of forwarders in general and the middleman function 
they perform are of a great benefit to the carriers which justify the 
payment of brokerage to forwarders even though the payments may 
not be related to a specific shipment. 

May I stop here for a moment and bring in this thought that we 
had the same information yesterday by Mr. Andrews in his testimony. 

In the work of our 150 branch offices and the important benefits 
that the steamship lines derive from this work fall directly within the 
principle which the gulf chairman has stated to this subcommittee; 
namely, that payment to forwarders, is justified in general where they 
expend time, effort, and money to generate traffic from which the 
lines eventually receive revenue. 

It is true that Judson Sheldon Division has received brokerage 
payments from the steamship lines carrying Harvester shipments, 
but I sincerely feel we have performed valuable services at all times 
to both the steamship lines as well as to the Harvester Co., in connec- 
tion with those shipments. 

It may be difficult to appraise to any degree of accuracy the value 
of those services in terms of dollars and cents. You must realize 
that the services do not always lend themselves to particular definition. 

They are not confined to any particular time or place, but it is our 
belief that the amounts which we have received in brokerage are 
entirely justfied by our organizational ability to be of continuous 
service both to the Harvester Co. and to the steamship lines. 

Mr. Kiuczynsk1. I think I misunderstood Mr. Friedsam when I 
thought he said he was in trouble, but we will say for economical 
reasons he has contracted with the Judson Sheldon Division. 

Mr. Benz. That is right, sir. 

Mr. Kuuczynsxi. Then, he must be satisfied with your service. 
I notice on page 3: 

It is our understanding that port offices previously maintained by the Harvester 
Co. will be closed in the near future. 

Mr. Benz. That is right, sir. 

Mr. Kiuczynskt. In other words, they are satisfied with your 
work and want to continue it? 

Mr. Benz. Yes, sir. 

Mr. Kuvuczynsxki. Mr. Chase, have you any questions? 

Mr. Cuase. I have none, Mr. Chairman. 

Mr. Kiuczynsk1. Counsel? 

Mr. Warren. Mr. Benz, how many persons are employed in the 
Judson Sheldon Division? 

Mr. Benz. Well, an overall picture so far as National Carloading 
is concerned and Judson, we have 2,800 people and up. 

Mr. Warren. Do I understand that the Sheldon Division is con- 
cerned only with foreign freight forwarding? 














596 FOREIGN FREIGHT FORWARDERS AND BROKERS 


Mr. Benz. That is right, sir. 

Mr. Warren. How many are in that division? 

Mr. Benz. I would say between 250 to 300. 

Mr. Warren. How many of those are solicitors? 

Mr. Benz. About 25. 

Mr. Warren. How many branch offices are there for this purpose? 

Mr. Benz. I would say about 18. 

Mr. Warren. As I understand your statement, these solicitors 
vet to many shippers who otherwise would not have been contacted. 

Mr. Benz. That is right. 

Mr. Warren. Are they mostly inland shippers? Are they mostly 
small shippers? 

Mr. Benz. Mostly small shippers. 

Mr. Warren. | ask that in view of the fact that some of the 
conference testimony indicates that the lines never miss an opportunity 
to call on a shipper who is worth while to them. Of course, there is a 
question in our minds as to what kind of shipper that would be as 
contrasted to the other kind that would not be worth calling upon. 
So you say that you are generating business in this respect which 
otherwise might not flow? 

Mr. Benz. Let us put it this way: We get a lot of our domestic 
people to be somewhat export-minded. 

Mr. Warren. Are these people generally small shippers who had 
been exporting, or did you interest most of them? 

Mr. Benz. I would say we interested most of them. 

Mir. Warren. Is that a fact? 

Mr. Benz. Yes. 

Mr. Warren. How many? 

Mr. Benz. It is hard to tell. 

Mr. Warren. Would you say that your solicitation activity was 
the motivating reason that these people went into the export business? 

Mr. Benz. Yes, sir. 

Mr. Warren. Do you think they would agree with you? 

Mr. Benz. I am pretty sure they would. 

Mr. Warren. It is your statement, I believe, that you go to inland 
areas and solicit small shippers that the linés would not ordinarily 
solicit, and thus enable the lines to deal with you directly. This is a 
benefit to them which is one of the things that entitles you to broker- 
age? 

Mr. Benz. Absolutely. 

Mr. Warren. They would not get this cargo otherwise. Do you 
know of any small shippers who are maintaining what approximates a 
traffic department? 

Mr. Benz. No small shipper would. It is too expensive. 

Mr. Warren. Do any of these small shippers handle ary of the 
freight forwarding functions? 

Mr. Benz. No, sir. 

Mr. Warren. They turn the whole job over to you, documents and 
all; is that correct? 

Mr. Benz. That is right. 

Mr. Warren. Could you estimate the number of your shipper 
clients and present it in confidence? 

Mr. Benz. I will do that. I will send it to you. 

Mr. Warren. Fine. 
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Now, sir, vou have stated that you believe that brokerage has been 
justified in connection with International Harvester shipments because 
of the general overall service that has been rendered of benefit to 
ocean carriers. Do you affirm or disaffirm that this general, overall 
service was also beneficial to your shipper clients? 

Mr. Benz. My answer is “Yes.” 

Mr. WarREN. That it was beneficial to them? 

Mr. Benz. Yes. 

Mr. WarkeEN. But it was not beneficial to them enough for you to 
charge them a fee? 

Mr. Benz. No. 

Mr. Warren. You felt that it was benefieial enough to receive 
brokerage? 

Mr. Benz. That is right. 

Mr. Warren. Mr. Benz, do you have any accounts with shippers 
whom you do not charge a forwarding fee? 

Mr. Benz. We have one account: one. We perform all the services 
in the exportation of their traffic. We make no service charge. 

Mr. Warren. You are not talking about International Harvester? 

Mr. Benz. No. 

Mr. Warren. You perform all of their services? 

Mr. Benz. All of them. 

Mr. WarReEN. Is this the United States Government? 

Mr. Benz. It is a government, but not the United States 
Government. 

Mr. Warren. They don’t pay you? 

Mr. Benz. No. 

Mr. WARREN. You do a lot of work for them? 

Mr. Benz. We do a lot of paperwork for them. 

Mr. WarREN. Again, in arriving at your forwarding fee, do you 
take brokerage into consideration? 

Mr. Benz. We do take brokerage into consideration; yes, sir. 

Mr. Warren. [f you did not get brokerage, in serving a shipper, 
you would probably, in order to. stay in business, have to increase 
your fee? 

Mr. Benz. That is right, sir. 

Mr. Warren. In all cases of your clients today, are you engaged 
in the active preparation of documents and in what normally is 
termed a forwarding function, if that means anything? 

Mr. Benz. Yes, sir. 

Mr. Warren. Are there any on which the shipper or exporter does 
this service? 

Mr. Benz. Well, in some cases we find some shippers prepare their 
own export declarations, but that is very rare. 

Mr. Warren. Does the greatest volume of cargo handled by you 
come from large or small shippe rs, principally? 

Mr. Benz. I would say large shippers principally. 

Mr. WarrReEN. Is there any way of estimating this volume? 

Mr. Benz. Well, I could come up with a report for you. 

Mr. Warren. If it will not inconvenience you, it would be interest- 
ing to know. You can submit it in your discretion. 

Mr. Benz. Thank you, sir. 

Mr. WarRREN. We have talked about messengers in this proceeding 
Can you give us some background about these persons? What are 
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their qualifications? Are they experts? Are there any education 
requirements? Must they be notaries public? 

Mr. Benz. Well, they should be intelligent boys. 

Mr. Warren. They are usually young boys, I presume, starting at 
the bottom of the scale? 

Mr. Benz. We have some elderly men working for us likewise, as 
mentioned; retired policemen. 

Mr. Warren. [ think it would be interesting to have an indication 
of the salary paid these persons. Can you submit that to us? 

Mr. Benz. I will be glad to. 

Mr. Warren. Do you have anything to add to the statement that 
you have presented? 

Mr. Bunz. No, sir. 

Mr. Kuuczynskt. Mr. Chase? 

Mr. Cuasz. I have 1 or 2 questions. 

In your rather widespread activities in the solicitation business, I 
take it that you contact big shippers, small shippers, and a third 
class, potential shippers? 

Mr. Benz. That is right, sir. 

Mr. Cuass. And in the hope that those potential shippers might 
eventually grow into small shippers? 

Mr. Benz. That is right. 

Mr. Cuass. And that portion of your work—is that negligible? 

Mr. Benz. It is quite sizable. 

Mr. Cuasse. What percentage do you think, of time and energy, 
if you can roughly estimate it, do you devote to this so-called 
missionary work? 

Mr. Coventin. That is a difficult question to answer. We do a 
lot of advertising, direct-mail solicitation, and things of that kind. 

Mr. Cuase. And as an incentive to your actually engaging in what 
I choose to call missioner work, you keep in mind that in the offing 
possibly you will get some brokerage as compensation? 

Mr. Benz. We hope; or a service fee. 

Mr. Cuase. And if you are restricted to forwarding fees along from 
these potential shippers who might become small shippers, you do not 
think that you would be compensated sufficiently to justify the effort 
you put forth in this missionary work? 

Mr. Benz. That is right, sir. 

Mr. Warren. Mr. Benz, do you maintain any foreign offices? 

Mr. Benz. We have about 28 foreign representatives through 
Europe. We have our own office in Hawaii. We have an agent in 
Japan. 

Mr. Warren. Are these representatives in Europe agents or em- 
ployees? 

Mr. Benz. No. 

Mr. WarrEN. Which are they? 

Mr. Benz. Agents. 

Mr. Warren. Are they usually of foreign nationality? 

Mr. Benz. They are, sir. 

Mr. Warren. Do they work on a full-time basis for you or for 
other companies also? 

Mr. Benz. I would say for other companies besides ours, and on a 
reciprocal basis. 
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Mr. WarrREN. In regard to the division of total revenue received 
by the Sheldon division, do forwarding fees constitute the majority 
of that revenue, or do brokerage fees? 

Mr. Benz. No; I would say the forwarding fees. 

Mr. WarREN. Is it a 50-50 proposition, or does it run differently? 

Mr. Benz. Entirely different. 

Mr. Warren. I think we would be interested in receiving that 
information, if you would submit it. 

Mr. Benz. All right, sir. 

Mr. Warren. Mr. Chairman, I have no further questions at this 
time. 

Mr. Kuivuczynsxki. Thank you, Mr. Benz. I want to thank you 
for the splendid way in which you presented your testimony. We 
appreciated it. I can see why you have these big accounts. Thank 
you, again. 

This completes today’s hearings. We will adjourn until 10 o’clock 
tomorrow morning. I hope that we can finish our hearings tomorrow. 
If not we will finish Saturday. 

(Whereupon, at 5:30 p. m., Thursday, January 26, 1956, the hear- 
ing was recessed to reconvene at 10 a. m. Friday, January 27, 1956.) 
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INVESTIGATION INTO THE ACTIVITIES OF FOREIGN 
FREIGHT FORWARDERS AND BROKERS 





FRIDAY, JANUARY 27, 1956 


Houser or REPRESENTATIVES, 
SUBCOMMITTEE ON ForerGn FreicgHt FoRWARDERS 
AND BROKERS OF THE COMMITTEE ON MERCHANT 
MARINE AND FISHERIES, 
New York, N. Y. 

The subcommittee met at 10 a. m., pursuant to recess, in the 
auditorium, Army Reserve Headquarters, 30 West 44th Street, 
New York, N. Y., Hon. T. A. Thompson (chairman of the subcom- 
mittee) presiding. 

Present: Representatives Thompson, Kluczynski, Davidson, and 
Chase. 

Present also: Charles F. Warren, chief counsel to the subcommittee. 

Mr. Tuompson. The subcommittee will come to order, please. 
[ am happy to be able to join you here in New York, or for that 
matter to join anybody today and be able to talk. I have been 
without a voice for several days. I do want to express my apprecia- 
tion to Congressman Kluczynski, Congressman Davidson, and Con- 
gressman Chase for carrying on in such a fine manner in my absence, 
and also to our counsel, Charles F. Warren. I do want to say that 
these hearings are important to every phase of our maritime industry. 

I am sorry to say that some people, even some of the witnesses 
who have appeared here, have not placed the same importance on 
the problems that this committee is trying to solve. But, [ can assure 
you that we are going to go into every problem that has been stated 
to exist if it takes the entire year. 

| think it should be known that when this hearing is over in New 
York, the committee will not adjourn. We are going to recess, and 
after we make a full survey of testimony given, it is entirely possible 
that we might recall some of the witnesses we have already heard to 
supplement the information received. 

The Government is spending quite a bit of money im having these 
hearings conducted. We are spending a lot of our time where we 
could better, perhaps, be serving our own constituents on immediate 
problems involving them I say to you that some of the witnesses who 
have appeared here, some of them representing carrier conferences 
have not testified as I think they would testify if they were giving 
the complete facts as they have stated them privately, I have stated 
that before and I am stating it again only because of my feeling that 
if we do not get complete information, the subcommittee will be forced 
to subpena individuals and place them under oath. 


This morning, we have representatives of the Colgate-Palmolive 
Company. 
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STATEMENTS OF DAVID S. LEWIN, FORMERLY INTERNATIONAL 
TRAFFIC MANAGER, COLGATE-PALMOLIVE CO.; WILLIAM UR- 
BAN, TRAFFIC SUPERVISOR, COLGATE-PALMOLIVE INTERNA- 
TIONAL; AND WILLIAM A. DEWANE, ASSISTANT TO THE PRESI- 
DENT, COLGATE-PALMOLIVE CO. 


Mr. Lewin. Mr. Chairman, I request permission to read a prepared 
statement or enter it into the record for the committee. 

Mr. Tuompson. Please identify yourself to the reporter. If your 
statement is lengthy, I would prefer that you summarize it. If not, 
we would like to have you read it. 

Mr. Lewin. Thank you. My name is David S. Lewin. 

Mr. Warren. Would the other two witnesses representing Colgate 
come forward? 

Mr. Tuompson. David S. Lewin will testify for the Colgate-Palm- 
olive Co., and the other two gentlemen with you will be available for 
questions. 

Mr. Ursan. My name is William Urban, traffic supervisor of 
Colgate-Palmolive International. 

Mr. Dewanr. My name is William Dewane, assistant to the presi- 
dent of Colgate-Palmolive Co. 

Mr. Lewin. My name is David S. Lewin. I appreciate this oppor- 
tunity to represent the Colgate-Palmolive Co. at this congressional 
hearing. I have been employed by my company since 1948. At the 
present time I am in training for an overseas executive assignment 
with my company. As former international traffic manager with the 
Colgate-Palmolive Co., I feel qualified to offer testimony here. 

Currently, there has appeared a great amount of publicity in con- 
nection with the practices of freight forwarders in relation to shippers 
and carriers. Our company has always conducted its business in 
accordance with the law and prevailing commercial practices. How- 
ever, since this question has arisen, we would welcome a clarification 
of this perplexing problem. 

The Colgate-Palmolive Co. has conducted business operations for 
150 vears. It is a leading manufacturer in the fields of soaps, syn- 
thetic detergents, dentifrices, toiletries, and cosmetics. For a great 
portion of its existence, the present company and its predecessors 
have been engaged in foreign trade. Besides carrying out business 
in 31 foreign lands through its own subsidiaries and branches, export 
sales are effected throughout the free world. 

The company is known in this country and worldwide, not only for 
products of quality, but also for conducting its commercial operations 
on the highest level. Through its cooperation with the consumer, 
distributor, and all other companies with whom it has come in contact, 
it has received recognition of these qualities. 

To service the product requisites of our subsidiaries, branches and 
export territories, it is necessary to provide them with finished goods or 
raw materials and equipment for their manufacture. The shipping 
of these materials is carried out by the international order and traffic 
department of the company. The international order and traffic de- 
partment conducts three basic operations: traffic, credit, snd billing. 

Finished goods, equipment, and raw materials shipped abroad may 
come from any one of the company’s four domestic plants, or from 
thousands of suppliers located in the United States and, in some cases, 
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Canada or other offshore countries. Because of the vast line of items 
exported, including specialized chemical and other basic materials, 
and a large variety of finished products, it has been determined that 
it is most effic ient and economical to conduct on our own, and wherever 
possible, the total export administrative operations connected with 
overseas supply operations. Therefore, a skilled and specialized group 
is maintained to do this work at a high rate of efficiency and economy 
to the Colgate-Palmolive Co. 

Mr. Warren. How many persons are engaged to do this job? 

Mr. Lewin. Approximately 41 or 42. That is within 5 percent 
correct, although I do not know the exact figure. 

The basic port of export for our company’s shipments is New York, 
followed by San Francisco, New Orleans, and other major east and 
west coast ports. Booking of space and documentation for shipments is 
carried out in the Jersey City office for the most part. In the case of 
New York shipments, full documentation is made, but in most out- 
ports, partially prepared sets of documents are submitted for final 
completion by recognized and reputable foreign freight forwarders. 

In 1955, approximately 8,763 individual company shipments were 
made, of which approximately 1,106 were handled through freight 
forwarders at the outports. 

These 1,106 shipments were divided among several forwarders. F. 
P. Gaskell & Co. handled 220 shipments from New Orle: ans, Norfolk, 
and Belle Chasse, La., for which approximately $1,680 was paid for 
services rendered. These services included completion of documenta- 
tion, ordering merchandise to piers, passing of United States export 
declarations and export licenses (where necessary), payment of freight 
fees, completion of dock receipts, bills of lading, invoices and other 
related services, such as messenger work, mailing, etc. 

At San Francisco and other west coast ports, the Universal Trans- 
continental Corp. handled 645 shipments in 1955 at a charge of $6,450 
for the same services as mentioned above. 

At West Palm Beach, for the movements of tallow to Cuba and other 
carload export shipments, 236 shipments were made at a charge of 
$472 for services provided by the West Palm Beach Terminal Co.., 
which merely prepares the bills of lading and passes the export decla- 
rations. 

The balance of shipments through foreign freight forwarders totaled 
5, handled by T. A. Provence of Mobile, Ala., and Hoffman 
Bros. of Baltimore and Philadelphia at a total charge of $50. 

The Colgate-Palmolive Co. recognizes a need for foreign freight 
forwarders. Even with its own vast experience in handling overseas 
shipinents, it is aware that specialists in the field of foreign freight 
forwarding are basic units in the sound structure of international trade. 

The Colgate-Palmolive Co. could not economically afford to main- 
tain offices in every major port in the country, nor could it regularly 
have employees visit a port when an important shipment is to be 
made. This is especially obvious, considering that only a small 
portion of our shipments involve ports other than New York. 

Documents for some minor shipments from outports to countries 
with simple regulations are sometimes handled by mail with the 
interested carriers and foreign consulates. However, for most ship- 
ments this cannot be done. It is important that we be afforded the 
protection which a forwarder in an outport provides, because of his 
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knowledge of expediting freight from inland carriers, and his general 
know-how on all phases of specialized export procedure. Through the 
use of foreign freight forwarders, we have a security against delays 
in shipments, consular fines, demurrage, loss of sales, customer an- 
tagonism, et cetera. In a dynamic operation where the volume of 
activity moves at a fast tempo, this security is most important. 

For our company, the need for the total technical services of a 
freight forwarder does not exist in the port of New York. It is 
obvious from the foregoing that the majority of shipments are made 
from this city and its excellent port. However, this does not relegate 
to the background the importance or need of the Colgate-Palmolive 
Co.—freight forwarder relationship in the port of New York. In the 
ease of the F. P. Gaskell Co. and the Universal Transcontinental 
Corp., we have the benefit of their New York executive offices for 
prompt and immediate contact for the proper servicing of our overall 
needs. We have had a pleasant commercial association with the 
F. P. Gaskell Co. who, besides being one of our freight forwarders, 
are also our chief export traffic consultants. This association dates 
back to 1941, from the time at the beginning, during and directly 
after the last war. The latter years were trying times for shippers 
who, because of enemy action and priority space for our Armed Forces, 
could not get their cargoes into the holds of ocean freighters. The 
F. P. Gaskell Co. assisted us by obtaining nonpriority space in vessels 
such as wooden schooners, barges, and, in fact, in anything that 
floated. Thus, the F. P. Gaskell Co. were able to reliably assist us 
in keeping our overseas business in motion until normality returned. 

Because of the need for on-the-scene operations during and after 
World War II, the F. P. Gaskell Co. established an office in New 
Orleans to service us and other important customers. We were given 
to understand that this office actually operated at a deficit for some 
time because of their desire to service us during these difficult days. 
In recent years, the F. P. Gaskell organization in New York: 

1. Provides many traffic services, especially consultation in regard 
to general freight problems, the routing of traffic, and specialized 
export echniques. 

2. Has been able to obtain space for us—when this was most 
difficult for us—because of their constant contact with all carriers. 
They have advised us when cancellations arose, permitting our com- 
pany to call upon the carriers directly to obtain released space. 

3. Provides frequent emergency special messenger services in 
connection with passing export declarations, consular invoices, 
delivery permits and other basic export documents. It should be 
noted that if certain documents are not properly handled, severe 
fines can be imposed, especially by foreign consulates, some of whom 
have most unusual regulations and time deadlines to meet. 

While the tangible values of this assistance are difficult to estimate, 
they do represent valuable protection against losses which can run 
into thousands of dollars. 

4. Has provided actual on-the-scene help when our consular invoice 
department, due to illness, was inoperative. For this service, we were 
charged, and made full reimbursement to the F. P. Gaskell Co. 

The Colgate-Palmolive Co. has been able to share in F. P. Gaskell’s 
knowledge by a simple visit or telephone call, permitting the solution 
of various problems which arise during the course of a business day. 
This assistance has often pointed us in the right direction. 
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The F. P. Gaskell Co. has of recent times located bulk tank space 
for us, since we were not fully familiar with this aspect of foreign 
shipping. It has recently assisted us in the attempt to establish a 
project freight rate for the equipment required in the construction 
of a multimillion dollar detergent plant in Venezuela. 

There are many new situations arising in the international traffic 
field with which we, as specialists in certain commodities, are un- 
familiar and, therefore, we have to turn to informed specialists who 
know our problems and who can apply them to their wide traffic 
experiences obtained in handling all commodities for a varying number 
of their customers. 

It is to be noted from what has been outlined here, that while the 
order and traffic department of Colgate does forward freight, it does 
not forward all of it. It believes in the necessity of specialized freight 
forwarders whose services are vital to the protection of its continuing 
business. 

We should like to digress for one moment to discuss the ocean- 

freight carriers. We have an honorable and long record of a fine and 
fair relationship with them. Our shipments are routed to carriers 
on the basis of conference contracts, space availability, earliest ship- 
ping dates and primarily, service. We have found the carriers to be 
our cooperative business friends and have shared our volume among 
almost all carriers flying our own and foreign flags. Ours 1s an 
American and an international business. We honor our own and 
espect all foreign countries and their native industries. We believe 
in competition in all aspects of our business. Because of this, not 
only has our business grown, but so has that of our competition and 
all firms who service our industrial needs. 

Our company has on a regular basis provided ocean bills of lading 
to the F. P. Gaskell Co. and other foreign freight forwarders mentioned 
for the collection of steamship brokerage on shipments in which they 
were directly or indirectly involved. These forwarders have been 
advised to the carriers as our designated foreign freight forwarders. 

We have been under the impression that similar practices are com- 
mon ones and we have never understood they conflict with existing 
legislation. Ifsuch interpretation results as the outcome of these hear- 
ings, we would immediately revise our procedures to conform with 
such legislation. 

The delineation between what is truly earned brokerage as against 
the converse of this is, to our mind, a question which is not to be 
resolved by the shipper. 

We realize that this hearing has been called to review and study 
the problems which exist in the relationship among shippers, foreign 
freight forwarders and carriers. We are endeavoring by our presence 
to assist our Government in clarifying these proble ms 2nd also, per- 
haps, to find the proper course of procedure for the future. 

To conclude, we believe that in the realm of international trade, all 
play a large and vital part—the shipper, the forwarder, and the carrier 
We believe that in order to stimulate, assist and protect the inter 
national commercial interests of our comety the Government's 
triendly aid is expected and welcomed by the Nation and its industry. 
Therefore, we are happy to cooperate fully in this investigation. 

Mr. THompson. We appreciate your spirit of cooperation, and we 


are especially happy that you were able to be here to answer questions 
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the subcommittee might have. Your statement was rather concise 
and it has much information in it. 

Before counsel proceeds, I would like to ask you one question about 
the F. P. Gaskell Co. You mentioned at one poimt that you have 
had pleasant commercial association with the company who, besides 
being one of your freight forwarders, is also your chief traffic con- 
sultant. Does Gaskell receive a fee as traffic consultants? 

Mr. Lewin. No, sir. 

Mr. TuHompson. Do you consider that this consultation service is 
paid to them through other payments? 

Mr. Lewin. Well, sir, in my original answer I said no, but in the 
total relationship of Gaskell with us they are doing specific business 
with us in New Orleans for which we are paying them a regular fee. 
They have come to our offices and they have worked in our offices as 
consular clerks and provide such service for which we have paid but 
as consultants as such if a retainer fee is paid as consultants the answer 
to that is no. 

Mr. THompson. You say they are your chief traffic consultants? 

Mr. Lewin. That is right, because there others. 

Mr. Tuompson. How do you reimburse them for the forwarding 
services that they do for you? 

Mr. Lewin. On specific forwarding services which are involved in the 
ports of New Orleans or Norfolk, they bill us for their out-of-pocket 
expenses plus a regular forwarding fee for services rendered. 

Mr. Tuompson. They do bill you for a forwarding service? 

Mr. Lewin. Yes, sir. 

Mr. Tnompson. The bulk of your shipments are through the port 
of New York? 

Mr. Lewin. That is correct, sir. 

Mr. Warren. Would you say 90 percent? 

Mr. Lewrn. This is not the figures of Gaskell, but I would say off 
hand as an estimate that 75 or 80 percent of our volume is through the 
port of New York. 

Mr. Tuompson. Do you pay any fees to Gaskell for forwarding or 
consultant work on this 80 percent of the volume in New York? 

Mr. Lewin. Directly connected with forwarding out of New York, 
no, sir; but I would mention that of that 80 percent a tremendous 
volume of merchandise goes to Puerto Rico which I understand is not 
a country where brokerage is permitted to be paid through the freight 
forwarders. 

Mr. Warren. But you are still getting forwarding service which you 
claim to be of value to you. So is that an answer? 

Mr. Lewin. Yes. 

Mr. Tuompson. And you are also receiving consultant service for 
which you pay nothing on this 80 percent performed in New York. 
Do you consider that the services they perform for you here are 
valuable and should be paid for? 

Mr. Lewin. Yes, sir; I certainly do and we would be willing at all 
times to make such a reimbursement. 

Mr. Tuompson. Is Gaskell & Co. satisfied with the present arrange- 
ment? 

Mr. Lewin. To my knowledge, I would say yes. That is speaking 
purely for myself. 

Mr. Tuompeson. Then, would you assume that they are satisfied 
that the brokerage fees they are collecting are in sufficient amount to 
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offset the cost of forwarding, consultant service, and brokerage 
service? 

Mr. Lewrn. Sir, I could not answer for the Gaskell Co. 

Mr. THompson. Wouldn’t you assume that if they made no 
demands? 

Mr. Lewin. It would have to be an assumption on my part, in 
answer to your question. 

Mr. Warren. In your opinion, what would you say? 

Mr. Lewin. Would you restate that question again, Mr. Chairman? 

Mr. Tuompson. In your opinion do you think that the Gaskell Co. 
is satisfied that the brokerage fees they are receiving are sufficient to 
offset their costs of consultant service and forwarding services to you, 
80 percent of which are done here, including a normal profit? 

Mr. Lewin. I would only make the assumption that they would 
be satisfied, sir. That is only an assumption on my part. 

Mr. THompson. Do you feel that it is proper for services to be 
rendered to a shipper, as you have already stated, without any re- 
muneration from the shipper at all? 

Mr. Lewin. Sir, as to the ethical quality of the thing, I cannot 
answer. I am only saying that from the commercial standpoint we 
and everyone else, not everyone else but it is common practice we 
know that the brokerage is paid to the freight forwarders by the 
steamship lines and services are provided without reimbursement. 

Mr. Tuompson. In the philosophy of the thing according to your 
own thinking. Are you aware that rebating is prohibited under the 
law? If Colgate-Palmolive Co. is receiving a service that normally 
would have to be paid for, and they are “not now paying for this 
service, but the carrier is, would you not consider that a rebate? 

Mr. Lewin. May I answer this, sir? I cannot define it because 
of my own experience what a rebate is but if these practices were 
defined as a rebate, speaking for myself and for my company, I know 
that we would immediately cease such relationships or practices 
involved and if payment was involved we would make reimbursement. 
We are not aware that we are violating any Government legislation 
at the present time. 

Mr. TxHompson. Please understand that that is not the point. 
We are not accusing your company. This subcommittee is trying to 
see whether or not existing law is being misinterpreted. From a 
practical viewpoint, if you receive services for which you are not 
paying, and the agency performing the services is paid by the very 
carrier to whom you are paying certain fees, then you are reducing 
your costs which in effect is a rebate. I think that is clear. If the 
law is wrong, I think it should be clarified. That is all. 

Do you have any questions, Mr. Kluczynski? 

Mr. Kiuczynsxr. No, sir. 

Mr. Tuompson. Mr. Davidson? 

Mr. Davinson. No questions. 

Mr. THompson. Mr. Chase? 

Mr. Cuase. I have no questions. 

Mr. Tompson. Counsel, you may proceed. 

Mr. Warren. The substance of your statement, sir, is that approxi- 
mately 80 percent of the total volume of your shipments are handled 
through the port of New York, that so-called forwarding and traffic 
consultations are rendered without charge to your company by the 
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forwarder under scrutiny, and that this practice has existed in ac- 
cordance with commercial custom over the years. Now, on that 
point, would you indicate how long this type of arrangement has 
been going on? 

Mr. Lewin. I think referring to my statement, again, our relation- 
ship with Gaskell began during the Second World War and frankly, 
at that time, because you could not ship out of New York, the relation- 
ship with Gaskell in New Orleans was a total and complete and 
perhaps what you would consider as an ethical freight forwarder 
relationship, because they actually forwarded freight ‘for us out of 
New Orleans, did a superior job, found shipments for us, booked 
space and everything else; and this went through until right after 
the war when conditions were still tight and a great portion of our 
shipments went through New Orleans, the reason being that most 
of our customer contact was in South America, and you couldn’t 
ship out of New York because of the submarine warfare. 

Mr. Warren. At the outports which you have mentioned, what 
would you consider to be the basis of the forwarder charge? 

Mr. Lewin. At the outports the basis of a forwarder charge should 
be for actual services connected with the rendering of a shipment 
abroad and that can boil down to what has been stated here before 
and which is common knowledge and accepted knowledge of freight 
forwarder practices. That would be at times booking of freight, 
calling freight forward which has been routed to the port, pre paring 
in full or comple ting documents which have been submitted, passing 
of export declarations, the passing of a valid export license into the 
customs house and all other services such as mailing documents and 
so on, and which in the ease of Cuba is important because the time 
element is important because of the tremendous fines involved; and 
to charge on an out-of-pocket basis where they have rendered those 
services plus a reasonable fee for their profit for handling the shipment 
out of that port. 

Mr. Warren. Do you think that this out-of-pocket expense includ- 
ing a reasonable fee, which is characterized as a forwarding charge, 
contemplates the consideration of the receipt of brokerage? 

Mr. Lewin. Again, sir, you are asking me a question as an ex-freight 
traffic manager not as a freight forwarder. I am not in any position 
to contemplate what the costs are of operating a freight forwarding 
business as a business. I hardly feel that I am qualified to answer 
that question in my position. This is not on my part an evasion of 
the thing but it is a factual statement. 

Mr. Warren. I realize that. I think you have answered the ques- 
tion. Mr. Urban, you are the traffic supervisor of Colgate? 

Mr. Ursan. Yes, sir. 

Mr. Warren. Do you actually come into contact with the for- 
warder your company designates? 


Mr. Urpan. Yes: I do. 


Mr. Warren. Mr. Urban, I am reading from a Government report 
attributed to you. 


Mr. William Urban, traffic supervisor of Colgate-Palmolive Corp., in an inter- 
view on May 6, 1955, gave substantially the same information as Mr. Dewane 
regarding the limited use of Gaskell & Co.-and Colgate shipments. He stated, 
“We do everything ourselves. In other words, you can call us a freight for- 
warder,” he said that while at times they might call on Gaskell for some opinion 





FOREIGN FREIGHT FORWARDERS AND BROKERS 609 


or advice, on at least 99 percent of the shipments they handle everything them- 
selves without even any advice from Gaskell. 

He said while Gaskell did some messenger work, it amounted to a very small 
percentage of the messenger work since they had thei ‘ir own messenger staff. Mr 
Urban said that the company pre fers to do their own booking even on the ship- 
ments made from other ports because a freight forwarder might hold shipment up 
to favor a particular line for some personal reason of his own. 

Do you affirm or disaffirm the substance of the above quotation? 

Mr. Ursan. I made the statement but when | quoted particular 
percentages I may not have quoted them correctly. I mean it was 
just an opinion more or less. If | had to go back to records to qualify 
my statement, I could have been disproved. 

Mr. Warren. Mr. Chairman, I think that the witnesses have 
substantially stated the information that we are interested in this 
morning. I have no further questions. 

Mr. THompson. Any further questions, Mr. Kluczynski? 

Mr. Kuuczynskr. No. 

Mr. THompson. Mr. Davidson? 

Mr. Davinson. No questions. 

Mr. THompson. Mr. Chase? 

Mr. Cuase. I have just one question. 

Of course, you set forth here the amount of forwarding fees you 
paid the forwarders in some of these outports. Has any amount at all 
been paid for New York shipments as forwarding fees to Gaskell? 

Mr. Ursan. Not to my recollection, no. 

Mr. THompson. Who are the stockholders in the Gaskell Co.? 

Mr. Lewin. No, sir; I am completely unfamiliar with that. I do 
not know. 

Mr. THompson. If counsel has no further questions, 
cused. Thank you very much for coming. 

Is there a representative here from the Gaskell Fr Forwarding 
Co.? Will you state your name and identify yourself to the reporter? 


you are @X- 


STATEMENT OF JAMES S. BACIGALUPI, TREASURER, FRED P. 
GASKELL CO., INC., NEW YORK; ACCOMPANIED BY HIS ATTOR- 


NEY, GEORGE W. MORGAN OF MACLAY, MORGAN & WILLIAMS, 
NEW YORK 


Mr. Bacicauupr. My name is James S. Bacigalupi. I am treasurer 
of Fred P. Gaskell Co., Inc., a New York corporation organized in 
May 1925 and now almost 31 years old. I myself have been with the 
company since 1932. It is engaged in the business of export freight 
forwarding and brokerage. 

Mr. THompson. Would you identify your associate? 

Mr. Bacicauupt. I have with me as counsel George W. Morgan, 
a member of the firm of Maclay, Morgan & Williams, 76 Beaver 
Street. 

The prine ipal office of our company is at 1 Broadway here in New 
York City, and we also have offices in New Orleans, La., and Norfolk, 
Va. We are members of the Steamship Freight Brokers Association, 
the New York Foreign Freight Forwarders & Brokers Association, the 
Customs Brokers & Forwarders Association of America, the Commerce 
& Industry Association, the Hampton Roads Maritime Exchange, and 
the New Orleans Association of Commerce. 
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About 20 people are employed in our New York office, among them 
being experts in various phases of export trade. For example, one 
man in our New York office does nothing but work on bills of lading. 
Another confines his activities to consular invoices. Two people 
devote their entire time to matters of insurance and banking. Seven 
people are engaged in traffic work, including calling the cargo forward 
and supervision of shipments. Our New Orleans office employs 2 
or 3 people and in Norfolk we employ 6. 

It is my understanding that the subcommittee is particularly inter- 
ested in our relationship with one of our clients, Colgate-Palmolive 
Co. While I am confining my statement to that subject, it should be 
remembered that we have numerous other clients who have substantial 
interests in export trade. 

In June 1941 we were actively soliciting the business of Colgate- 
Palmolive and on the 6th of that month we wrote the company making 


a firm proposal. On June 25 that proposal was rejected because, as 
Palmolive said: 


We do not feel that, at this time, we can justify any change in our present 
arrangement. 

The tight shipping situation that developed as a result of the war 
soon made it possible for us to demonstrate to Colgate-Palmolive how 
we could produce results. That company had acquired in the Philip- 
pines a quantity of badly needed palm oil but apparently neighter the 
company nor its freight forwarders were able to arrange for ‘the tank 
space necessary to bring it to this country. Our company, however, 
was able to get the necessary arrangements and thus demonstrate in 
a rather dramatic way what we could ac ‘omplish. Colgate-Palmolive 
was apparently impressed because on September 24, 1941, that com- 
pany addressed a letter to all steamship lines advising that effective 
October 1 our company had been appointed its sole representative as 
steamship broker. Under date of September 29 we acknowledged 
our appointment and again emphasized our readiness to handle any 
shipping problem that might arise. 

By the spring of 1942, German submarines were taking a heavy toll 
of ships along the Atlantic coast. As a result, shippers whenever 
possible were routing their export shipments through ports on the less 
hazardous gulf coast. This changed substantially the shipping require- 
ments of many shippers, including Colgate-Palmolive. Accordingly, 
I went to New Orleans and spent many weeks there setting up an 
office to handle exports throught that port. That we did a good job 
for Colgate-Palmolive seems to be borne out by the following telegram 
we received in New York June 9, 1942, from a representative of that 
company in New Orleans: 

Securing splendid cooperation from your local office. Volume of documents 
is beyond capacity of existing personnel. At least 300 of our shipments now at 
New Orleans. Majority of it being delivered to dock this week. More cars are 
in transit and we will continue to ship to New Orleans without letup. Have on 
hand at Jersey City 2 months’ business which we are anxious to get rolling. 
Suggest you authorize immediate increase in personnel in order to properly 
handle our account. Wire. 

All during the war we did a substantial business in New Orleans 
for Colgate-Palmolive. Our services there included all the customary 
functions of freight forwarders and brokers. We booked the cargo, 
called it forward. prepared and handled documents, supervised ship- 
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ments, and furnished various accessorial services. Our compensation 
included forwarding fees paid to us by our client and freight brokerage 
paid by the steamship companies. That situation still exists in New 
Orleans. When Colgate-Palmolive ships via Norfolk, the situation 
there is similar. 

Mr. WarrEN. What percentage of the volume of traffic is handled 
in New Orleans? 

Mr. Bacicauurt. By our office? 

Mr. WarREN. Yes, on the Colgate account. 

Mr. Bacicauuri. As a rough guess, I would say about 50 percent. 
You mean of our office business, what percent? 

Mr. WarREN. I am speaking about the Colgate account. What 
is the volume of traffic handled on that account out of New Orleans 
by your office? 

Mr. Bacicautupr. As compared to all of Colgate’s shipments? 

Mr. Warren. That is correct. 

Mr. Bacieauupt. I cannot answer it exactly. 

Mr. Warren. What would you approximate? 

Mr. Bacigauupt. I would approximate a very insignificant amount. 

Mr. Warren. All right, proceed please. 

Mr. Bacigauupr. In New York the situation is different. Here 
the service we are usually asked to furnish is to take Colgate-Palm- 
olive’s consular documents to the proper consular office and to have 
them properly certified. That is a portion of it. Colgate-Palmolive 
usually attends to all other activities and functions required in con- 
nection with the exportation of merchandise. But in accordance 
with an agreement made November 29, 1949, relating to the service 
of our company in New Orleans and New York, it is provided in part— 
that * * * you will at all times be of aid and assistance to and work for and in 
the best interest of the Colgate-Palmolive-Peet Co.; that in return for this service 
we will continue to submit to you on a frequent basis copies of all ocean bills 
of lading against which you may make claim for brokerage as our named for- 
warder. 

Mr. Warren. In regard to the 1949 agreement, doesn’t the lan- 
guage indicate that this service is to the best interest of your client, 
Colgate-Palmolive? Does your company charge a fee on New York 
shipments? 

Mr. Bacicauupt. We handle no forwarding work out of New York 
for Palmolive. 

Mr. Warren. Yet this agreement clearly indicates that these 
services are to be performed in the best interests of the shipper as well 
as for the shipper. 

Mr. Bacrieauupr. That is correct. 

Mr. WarrEN. Please proceed. 

Mr. Bacicauurt. Accordingly, we have at all times been ready and 
willing to do whatever that client might request of us. And on 
various occasions we have been asked to attend to various matters 
that were outside the customary routine. 

That in general describes our relationship with Colgate-Palmolive. 

I understand that some have questioned whether functions such 
as we have performed here in New York are not largely for the account 
of the shipper. It seems to me that they are necessary both to the 
exportation and carriage of the goods. But whether they are pri- 
marily of benefit to the shipper who cannot ship without them or to the 
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carrier who, without them, cannot deliver the goods at destination, 
seems to be a matter of opinion. 

We are of course aware of the argument that the forwarder-broker 
is the “agent’’ of the shipper and that the former’s compensation 
should be paid by the latter. But I think we should realize that there 
is nothing unusual in the situation that is faced when an “‘agent’’ is 
employed by a “principal” but paid by a third party. That is most 
certainly the case in the advertising business. A steamship company 
that engages an advertising agency does not pay that agency’s com- 
pensation. Rather it is paid by the newspapers, magazines and other 
forms of media. ‘That is a trade practice and commercial custom that 
is firmly established. If we were to overthrow established usage and 
accept the theory that broke ‘r-forwarder “agents” should be paid only 
by their shipper “principals,” then consistency would seem to require 
that advertisers should compensate their advertising agencies. 

Mr. Warren. Are advertising agencies paid at both ends? 

Mr. Bacicautupt. Not that I know. 

Mr. Morcaan. They are. 

Mr. Warren. Would you clarify that? 

Mr. Morcan. Advertising agencies for accessorial services such as 
the artwork, preparation of cuts, things of that sort, bill the customer 
for the amount of disbursement plus an arbitrary 15 percent. They 
also receive 15 percent from whatever media they select. 

Mr. THompson. If that is followed, then it would follow that 
brokerage payments would be taken into consideration in the fixing 
of rates to be charged the shipper. 

Mr. Moraan. Well, the question of how steamship freight rates 
are made if I understand you, Mr. Thompson, is a very complicated 
one. Broadly speaking, steamship rates are fixed on a basis of what 
the traffic will bear. 

Mr. Tuompson. That is correct, but taking in certain items of 
expense, certainly, and brokerage is bound to be one of them, that 
would be a practical assumption, I think. 

On the other hand, if your agents had a shipper who wanted to 
advertise but was not paid by the newspaper, then they would be 
paid directly by the principal. 

Mr. Morcan. You would have quite a shakeup in that business 
if that were to be changed overnight. 

Mr. THompson. But the rates would be reduced if that were to 
happen? 

Mr. Morean. I don’t know that they would. 

Mr. Tuompson. By the same token, you think that carrier rates 
would not be reduced if brokerage were to be eliminated? 

Mr. Moraan. I don’t think so. 

Mr. WarreEN. According to custom is brokerage paid in interstate 
commerce? 

Mr. Bacicatupt. No, sir. 

Mr. Warren. Do you think that we should look to other indus- 
tries in considering whether brokerage should be paid in the foreign 
commerce of the United States, or do you think we should look to 
the rules employed in this trade? 

Mr. Bacicauuri. I think that all American commerce should be 
investigated if you have to go into different types of commerce in 
order to come up with a suitable solution to the problem, if there is 
a problem. 
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Mr. Warren. But you do acknowledge that this committee should 
very closely consider the principles and guidelines in foreign commerce 
in coming up with an answer? 

Mr. Bacieauurti. I do. 

Mr. WarrREN. Also, is there a rebating situation involved in the 
advertising business as we have in the shipping business? Isn’t that 
a factor we must also consider? 

Mr. Bacicauupti. Of course, I am no lawyer but I am of a belief 
that rebating in any form of business is a violation of some law and 
in fact I think not too long ago they had some men on trial for accept- 
ing some rebates and they were found guilty. I do not think it 
necessarily only pertains to foreign commerce. 

Mr. WarREN. Please proceed. 

Mr. Bacigautupt. The present system of compensation has been 
in effect now for over 100 years and must therefore have something 
to be said for it. In any event, it seems clear that in the light of that 
history, we should proceed most cautiously before effecting changes 
through legislation. 

Mr. THompson. Are there any questions on my right? 

Mr. Kiuczynsk1. I have no questions. ; 

Mr. Davipson. I want to make the observation, Mr. Bacigalupi, 
that when you digressed from your statement to give your opinion in 
the realm of legal connotations of rebates, I think your counsel, Mr. 
Morgan, was a little bit disturbed. He thought that you were in 
water a little over your head. I do, too. I do not think that we 
should hold that against you. 

However, is it not a fact that the example that you pose, namely, 
that of an advertising agency is not exactly consonant with the situa- 
tion we have here in that there are no such things as advertising 
agencies which are subsidized by the taxpayers’ money in this country. 

Mr. Bacigautupt. That is right, but Mr. Davidson, of all of the 
services from this country, how many are subsidized by the United 
States? 

Mr. Davipson. How many services? 

Mr. BacigaLtupi. How many lines are subsidized. 

Mr. Davipson. How many lines among the various steamship 
lines receive subsidy? I do not think I know myself. 

Mr. MorcGan. The answer is 16. 

Mr. Davipson. Sixteen lines. 

Mr. Warren. That handle what percentage of the American 
export commerce? Do you happen to know, Mr. Morgan? 

Mr. Morean. It is substantially less than half. 

Mr. WarrEN. How about the foreign lines? 

Mr. Morean. The foreign lines are substantially more than half. 

Mr. Warren. Then, the nonsubsidized American lines carry a 
rather small amount? 

Mr. Moraan. They have been carrying a decreasing percentage 
of our foreign commerce since the war. 

Mr. Davipson. So, the fact is that we have a large consideration 
there of subsidized lines where the American taxpayer pays part. 

Mr. Bacicauupr. Not in comparison to the American commerce. 

Mr. Morgan. I think it is only fair to say that if the subsidized 
American steamship company were forbidden to pay brokerage he 
would lose business at an increasingly faster rate to the foreign lines. 
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Mr. Davipson. If it were put in competition with the foreign 
carriers or unsubsidized lines it might well be that if we made a dis- 
tinction with regard to those, that would happen; but they are in- 
extricably tied up with the commerce of the United States and in a 
very large measure much of the brokerage which is paid is paid by 
the taxpayers of the United States, is that not so, for services which 
are rendered to private companies? I am not saying it is entirely 
bad. I am just making that observation. 

Mr. Bacicauupi. I have been in this for quite a while and we 
always looked upon our operations as a duel operation. We are 
serving the steamship line and serving the shipper. Mr. Warren 
brought up the intercoastal carrier. We do not get into shipments 
by intercoastal carriers frequently, but we have shipped on their lines 
at times and they prepare the bills of lading. 

Mr. Davinson. I only make the observation that there is a differ- 
ence between the operation here and that of the advertising agency 
and of course we have to take into consideration that your answer is 
a good one when you say “We feel we are performing a dual operation 
and performing a service for the steamship lines,’ but we have had 
testimony here from Mr. Lewin of the Palmolive Co. in which he says 
that 99 percent of the work is done right here by them. 

Mr. Bacieauupt. In an industry when an account appoints you 
their freight forwarder/broker, we have always had the pleasure, may 
I say, of getting the entire account and it has been a practice right 
along, and of course we know of nothing illegal or wrong about it. 
Otherwise, we would not be doing it. 

Mr. Davipson. Have you a table as to how much money you 
receive from the Palmolive Co. each year since you started to repre- 
sent them as freight forwarders? 

Mr. Bacieautupi. We would have to go back. 

Mr. Davipson. I want to finish. And of how much you received 
from the shipping lines as brokerage? 

Mr. Bacicauupi. Well, the brokerage far exceeds now the compen- 
sation we get from Colgate. 

Mr. Davipson. Because over 80 percent of their shipping is done 
in the New York port and they pay you nothing. 

Mr. Baciaauupt. Because we perform no forwarding service on it. 

Mr. Davipson. But you get brokerage on it. 

Mr. Baciaauupr. Yes. 

Mr. WarREN. You perform no forwarding service on Colgate ship- 
ments in New York? 

Mr. Baciaauupt. No, sir. 

Mr. Warren. Do you perform a messenger service? 

Mr. Bacicauupt. Yes, sir. 

Mr. WarreEN. You don’t consider that a forwarding service. Isn’t 
that necessary to forward the goods? 

Mr. Bacicauupi. It so happens that a freight forwarder handles 
many accounts. 

Mr. Davipson. Answer that question, sir. 

Mr. Bacigavupt. Ask it again. 

Mr. Warren. Is the dissemination of the documents necessary in 
order to get the shipment from the port? 

Mr. Bacigavurr. That is right. 
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Mr. WarreEN. Then, wouldn’t that be categorized as a forwarding 
service? 

Mr. Bacreauupr. There again is an interpretation. 

Mr. WarrEN. Are you aware that the United States Supreme Court 
in the American Union Transport case characterized that also as a 
forwarding service? 

Mr. Bacicauupt. Well, by a forwarding service and overall for- 
warding service, it generally entails more work than really taking some 
consular invoices to the consul. 

Mr. WarrEN. Is it your position that the services that the Colgate 
people just enumerated are not forwarding services? 

Mr. BacicaLupr. They might be construed as such, but I have 
never analyzed it from that standpoint. 

Mr. THompson. What in your opinion would be the definition of a 
broker? 

Mr. BaciGauLupt. Well, one who renders a service to the steamship 
company. 

Mr. Tuompson. In what fashion, what type of service? 

Mr. Bacigauupt. In my opinion I think that completion of bills of 
lading and delivering them to the lines, booking of cargo, seeing that 
the steamship company gets their export declaration and primarily 
seeing that they get their cargo along with it. 

Mr. Tuompson. Do you do any of these services in connection with 
the New York shipments of Colgate? 

Mr. Bacicauupi. No, not at New York. 

Mr. THompson. Then, would you classify yourselves as a broker 
and entitled to receive brokerage? 

Mr. Bacieauuri. Because we have been called upon many times to 
secure steamer space for them, some time ago, not of late. It has been 
an accepted practice that once you are named a forwarder by the 
shipper and as long as the steamship lines accept it and agree to pay 
you brokerage, it has been a procedure going on for years. 

Mr. THompson. But actually on X shipment, on X date within 
the last year, you performed no such services. Nevertheless, you are 
being designated as a broker. 

Mr. Bacicauupr. That is right. 

Mr. THompson. That is all I have. 

Mr. Cuase. In other words, your designation by Colgate-Palm- 
olive is a sort of retainer. You are available for services if called 
upon. 

Mr. Bacicauupt. It can be construed that way, yes, sir. 

Mr. Cuase. And that retainer fee if you want to call it that, is paid 
in the form of brokerage? 

Mr. Bacicauupr. If you want to describe it as a retainer fee. | 
never thought of it in that light. 

Mr. THompson. You cast your bread upon the waters some years 
ago and you are still collecting. 

Mr. Bacicatupt. We were lucky. 

Mr. WarREN. Sir, do you ever render any brokerage bills to the 
carriers on Palmolive shipments? Or, do they automatically pay you 
after examining the bill of lading? 

Mr. Bacicauupt. There are two systems. Up until fairly recently, 
I would say about a year or so ago, we actually billed the brokerage. 
Many lines have set up an IBM system whereby they automatically 
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pay brokerage to the forwarder named in the transaction either from 
handling or appointed by the shipper. 

Mr. Warren. You are a member of which association? 

Mr. Bacigauurr. Steamship Freight Brokers Association, the New 
York Foreign Freight Forwarders and Brokers Association, the 
Customs Brokers and Forwarders Association of America, the Com- 
merce and Industry Association, the Hampton Roads Maritime Ex- 
change, and the New Orleans Association of Commerce. 

Mr. Warren. How many persons did you say are employed in your 
firm? 

Mr. Bactcauturt. In New York approximately 20. In New Orleans 
approximately 3 and in Norfolk 6. 

Mr. Warren. Would you say that your firm has the accounts of a 
substantial number of shippers? 

Mr. Bacicauupr. Are you talking numerically or tonnagewise? 

Mr. Warren. Numerically. 

Mr. BacicaLtupi. Numerically we have shippers that are active 
always, I imagine, about 10 of those, and then shippers where you 
might get a shipment a month or 2 a year or something like that, I 
would say we could run into 100 or more. 

Mr. Warren. Would you say that of the total amount of brokerage 
your firm receives that the brokerage received from the Palmolive ac- 
count constitutes the majority of that brokerage? 

Mr. Bacieauupt. No, sir. 

Mr. Warren. How would you describe it in terms of amount? 

Mr. Baciaauupr. I would say that taking into account New York, 
the brokerage collected on Colgate’s account, would amount to ap- 
proximately 8 percent; maybe about 10 or 15 percent total brokerage. 

Mr. Warren. Do you have any other accounts, sir, upon which you 
perform less or as little service as that you have described here today 
in connection with the Palmolive account? 

Mr. Bacicauurt. I would say no, sir. We have no other accounts 
that we work with the same as we do with Colgate. 

Mr. Warren. I realize that, but I think you get the connotation 
of my question? 

Mr. Bacitcauupt. No, I don’t. 

Mr. WarREN. You do not? 

Mr. Bacicauurpt. No. 

Mr. Warren. In regard to the services that are rendered on the 
Colgate account by you in New York, do you have any other similar 
accounts? 

Mr. Baciaauurt. No, sir. 

Mr. WarreN. Do you perform more services on other accounts? 

Mr. Bacicauurt. Oh, some of them very much more; yes, sir. 

Mr. Warren. Do you perform less services on any other accounts? 

Mr. Bacicauurr. No, sir. 

Mr. THompson. Do you have other accounts on which you perform 
more services than you do for Colgate, yet who pay you no forwarding 
fees? 

Mr. Bacicauurpi. Ask that again, sir. 

Mr. THompson. Do you perform services to a greater extent than 
the services you are now performing for Colgate for other companies 
which do not pay you any forwarding fees? 

Mr. Bacrcaturt. We have one account here in New York which 
is a foreign account that we do not charge a forwarding fee for the 
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shipments, but we do not actually handle a forwarding detail as we 
do for other accounts. It isa foreign account where you place an order. 

Mr. Warren. What do you do for them? 

Mr. Bacieauupt. I will tell you. What we do is that it is most of 
it placed locally. We will pass the export declaration, the dock receipt 
and the bill of lading, book the cargo and we do not charge them a 
forwarding fee. 

Mr. WarrEN. Do you book the cargo in all cases? 

Mr. Bacicauupt. Yes, sir; we book it. 

Mr. Warren. And you perform messenger services? 

Mr. Bacicauurt. Yes, sir. 

Mr. WARREN. Now. don’t you categorize these services as a for- 
warding service? Don’t you feel you are entitled to compensation 
from the shipper? 

Mr. Bacicauupt. That is what I was continuing. 

Mr. WarrREN. Please answer that question. 

Mr. Bactcauupt. Well, we do collect the forwarding fee from the 

shippers in handling his business. That is, we represent an account 
and they ship through us and he buys the merchandise f. 0. b. We 
charge the shipper for having handled certain forms for dia and 
bringing this cargo to the port. When we do that we charge that 
shipper a forwarding fee. Some of the cargo he buys, the shipper has 
an office in New York and calls us and says, ‘‘What ship do you want 
it delivered to,” and he makes the dock receipt and the bill of lading 
and we don’t charge a forwarding fee on that particular portion. 

Mr. THompson. Do you have any other local shippers for whom 

you perform little or no forwarding services, or for whom you perform 
all forwarding services free of charge? 

Mr. BaciGa.urt. We have no other account here in New York 
that I can think of. 

Mr. WarrEN. How about accounts not in New York? 

Mr. Bactcauupr. In Norfolk there is one account that we do handle 
their shipping and there is no forwarding fee. That is an account 
that has been with the company since its inception and it is a ter- 
rifically large account. 

Mr. THompson. What percentage of your total activity is involved 
in this account? 

Mr. Bacicauupr. That is a Norfolk operation and I haven’t too 
much knowledge about our Norfolk operation. 

Mr. THompson. Would it compare to the Colgate account? 

Mr. Bacrieauupt. It is larger. 

Mr. THompson. Which company is it? 

Mr. Bacicatuprt. Must I name it? 

Mr. WarreN. You may name it confidentially. 

Mr. THompson. You may submit it later. We are not trying to 
embarrass you but are trying to get the facts. 


Mr. WarrREN. In regard to the Norfolk account, what services do 
vou perform? 


Mr. Bacica.upt. Booking cargo. 
Mr. Warren. What else? 


Mr. Bacicauupr. And preparation of bills of lading. 
Mr. WarrREN. Whet else? 


Mr. Bacica.urt. That is all, and return the documents to them. 
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Mr. WarrEN. Do you consider the preparation of the bill of lading 
a carrier responsibility? 

Mr. Bacicauupt. I have considered it as such. 

Mr. Warren. You do? 

Mr. Bacicauurr. That is right. 

Mr. Warren. Then, you feel that the carrier should pay for that? 

Mr. Bacicauurpt. Right. 

Mr. WarreEN. By the same reasoning, if it is the carrier’s responsi- 
bility, would you say that the carrier should also pay the shipper 
when the shipper prepares the bill of lading? 

Mr. Bacicauupr. In my opinion I thinke that if a shipper—and I[ 
might say a large shipper—approached a carrier and told him that 
in order to carry his business if he has no agent or an office at seaboard 
he would have to make the bills of lading. I think possibly a carrier 
would go along with it. 

Now, I am assuming that. I don’t know if it to exist. 

Mr. WarreEN. You have discussed forwarding fees and you have 
just discussed brokerage. Does your firm procure marine insurance? 

Mr. Bacicatupr. We have our own blanket policy and we issue 
certificates for the insurance company and charge the same premiums 
that we are billed. In other words, we call the insurance company 
and mention the shipment. 

Mr. Warren. You don’t include a reasonable fee for placing the 
insurance? 

Mr. Bacieauvupr. No, sir. 

Mr. Warren. Do you get a commission from an insurance company 
or agent? 

Mr. Bacrcauupr. Not that I know of offhand, because our insurance 
activities are very, very small; very insignificant. 

Mr. Warren. Does any one in your firm receive a commission for 
such? 

Mr. Bacicauupt. No, sir. 

Mr. Warren. Has your firm or any member ever received a com- 
mission for placing marine insurance? 

Mr. Bacicauupr. Not that I know of. 

Mr. Warren. Would you check on that and furnish that informa- 
tion? Does your firm have any stevedoring connection or does it do 
any stevedoring? 

Mr. Bacieauupt. Mr. Gaskell has been in the stevedoring business 
for many years. 

Mr. Warren. Mr. Gaskell is the president of the firm? 

Mr. Bacreauurpr. That is right. 

Mr. Warren. Is he present? 

Mr. BaciGcauuptr. Yes, he is. 

Mr. Warren. Mr. Gaskell, will you come forward, please, and 
identify yourself? 





STATEMENT OF F. H. GASKELL, PRESIDENT, FRED P. GASKELL CO., 
INC., NEW YORK 


Mr. Gasxeuu. F. H. Gaskell, president of Fred P. Gaskell Co., 
Inc., 1 Broadway, New York, N. Y. 

Mr. Warren. Is this stevedoring business separate from your 
freight forwarding business? 
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Mr. GASKELL. Yes, sir; it is separate. 

Mr. WARREN. A separate corporate entity? 

Mr. GASKELL. Yes, sir. 

Mr. WarREN. You probably have heard that the Federal Maritime 
Board has received complaints that certain forwarders who are also 
engaged in stevedoring were bringing pressure on certain carriers 
which resulted in causing those carriers to favor those freight for- 
warders. Do you have any comment on that, sir? 

Mr. GaskE.Lu. I know we have never done it. 

Mr. Warren. You have never done that? 

Mr. GASKELL. Never. 

Mr. WARREN. Is your company engaged in financing? 

Mr. BacitGauupr. We pay the freight and pay the shipper. Would 
you call that financing? 

Mr. WarrEN. No. 

Mr. Bacigauupr. No. 

Mr. WARREN. Are there any other sources of income which your 
company receives? 

Mr. Bacrgauupi. None that I know. 

Mr. Gaskexu. I don’t know of any. 

Mr. Warren. Would you say that as to these shipments where no 
charge is made that you are taking brokerage received into considera- 
tion? 

Mr. Gaske.tu. I certainly think that the brokerage fee has a 
bearing. 

Mr. WarREN. With respect to the particular account involved? 

Mr. Bacicauupr. Account, that is different. I didn’t know 
whether you meant shipment for shipment. In account it does, yes. 

Mr. Warren. I have no further questions. 

Mr. THompson. Are there any questions? 

Mr. Kiuczynsk1. I have one question of Mr. Gaskell. 

Have you ever received any compensation from Colgate for 
services not rendered? 

Mr. Gaske.u. | don’t understand. 

Mr. Kiuczynsk1. Have you ever received any compensation for 
no work with reference to the Colgate Co.’ 

Mr. GaskELL. No, sir. 

Mr. Kiuczynsxt. That is all. 

Mr. THompson. Have you any questions? 

Mr. Davipson. No. 

Mr. Taompson. Mr. Chase? 

Mr. Cuase. I have one question. I do not know whether the rec- 
ord shows this. In connection with the overall income of Gaskell 
Co. on freight-forwarding brokerage, what are the percentages as far 
as forwarding income is concerned and brokerage? 

Mr. Bacicauuri. In New York it is about 50—50. 

Mr. Cuase. That is in the overall operation of your company? 

Mr. Bacigautup!. That is right. That is in New York. You see, 
Norfolk is a corporation, incorporated in Virginia, and I cannot 
answer for their income. 

Mr. Warren. Do you know, sir, when you are acting as forwarder 
and acting as broker? 

Mr. Bacigauurr. Until now I thought I was doing both at once. 
You see, in Norfolk particularly there is so much cargo delivered to 

70668—56——_40 















620 FOREIGN FREIGHT FORWARDERS AND BROKERS 


the piers that is never booked by anyone, like cargo that we handle 

right through. We lift 5,000 or 10,000 shipments, and we don’t 
bother to book the cargo unless it is going to an area where space 
might be questionable or where the sailing of a ship might be 
questionable. We just automatically deliver it, and it is not actually 
booked, but I think we are performing the brokerage part of it on be- 
half of the steamship company. 

Mr. Warren. You do not think there is a clear line of demarcation? 

Mr. Bacicauupi. I don’t. If there is, I would be interested in 
knowing what it is, cae I am confused. 

Mr. Warren. If that is true, how are you able to determine the 
reasonableness of a forwarding fee since you don’t know what a 
forwarding function is? 

Mr. Bactcauurt. If a new account came to us we would naturally 
sit down with them and find out what type of services they require. 
We would also find out what their shipments consisted of, get the 
whole history of it and we would base it on income and, as Mr. Gaskell 
said, we would definitely take into account brokerage. We always 
have it understood that it is subject to review, say, after a 6-month 
trial period if it is a new endeavor. Otherwise, every so often we sit 
down with the shipper. 

Mr. Warren. Do you ever obtain storage space for your shipments 
in New York? 

Mr. BacicgaLupi. We might have an occasional case but I would 
say that if one-tenth of 1 percent I said was put in storage, that would 
be very high. 

Mr. Warren. Do you ever get a commission on that one-tenth of 
1 percent? 

Mr. Bacicauurt. If we do get it it would be a commission on $20. 
Somebody might have a case. It is case stuff. If the question is 
would we get a commission if we arrange for storage, I personally 
would ask for a commission. 

Mr. Warren. And you have in the past received such? 

Mr. Bacicatupr. We have. 

Mr. Warren. But it is very minor in your case? 

Mr. Bacicauurr. Because we ship the cargo. We don’t try to 
store it. 

Mr. Warren. How about when trucking is arranged? 

Mr. Bacieauupi. On trucking we get a commission. 

Mr. Warren. From the trucker? 

Mr. Bacicauupr. We have the contract trucker and we charge our 
shippers the same fees that we pay. In fact, all of our bills are sup- 
ported with receipted bills from truckmen or whatever the expense 
might be. We have gotten away from using local truckmen. In 
fact, he has been complaining because we were using other means of 
handling here. 

Mr. WarrEN. Would you indicate confidentially the total revenue 
received from trucking firms? 

Mr. Bacicauupt. Glad to. We will give the exact figure. 

Mr. Davinson. I have a question. 

Mr. Gaskell, you have told us that you get brokerage on all shipping 
out of New York by the Colgate-Palmolive Co.; is that right? 

Mr. Bacicauupi. Yes, sir. 
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Mr. Davipson. You heard Mr. Lewin testify that they handle 
about 99 percent of all the work and details that are connected with 
that shipping out of the port of New York? 

Mr. Bacicauupt. Yes, sir. 

Mr. Davipson. So you do practically nothing insofar as that 
particular work is concerned. 

Mr. BacicatupPr. That is right, sir. 

Mr. Davinson. I know that you stand ready to give advice and 
consultation to the Colgate people. I know that you handle their 
New Orleans business and so forth, but you have practically nothing 
to do with their shipping out of the port of New York; is that right? 

Mr. Baciaauurpr. A very small amount; yes, sir. 

Mr. Davinson. He said they handle 99 percent themselves. 

Mr. Baciaauupt. Yes, sir; very insignificant. 

Mr. Davipson. What steps and what procedures does your freight- 
forwarding organization use to insure that you get all the brokerage 
that vou feel you are entitled to from the carriers in the New York 
area? How do you find out whether, to use the colloquial, you are 
getting a square count from the carriers taking Colgate-Palmolive 
merchandise out of New York? 

Mr. Bacica.tupi. Colgate-Palmolive sends us a copy of their bills 
of lading. We keep the copy of the bill of lading in the accounting 
department. Then on those that have to be billed the bookkeeper 
will bill it. On those that pay automatically, they keep them pending 
until a remittance is received and then check it against the bills of 
lading. 

Mr. Davipson. In other words, the Colgate-Palmolive people give 
you the information? 

Mr. Bacicauuri. That is right, sir. 

Mr. Davipson. And sometimes the carrier will pay you right off 
and sometimes you will have to bill the carrier? 

Mr. Bacicatupt. No; they have different procedures. Some car- 
riers have instituted this new procedure whereby they automatically 
pay you. They don’t want brokerage bills. They have some IBM 
system which apparently saves them time and on each bill of lading it 
shows our FMB number and I suppose there is some system they 

follow where it goes into some machine. 

Mr. Davinson. If the traffic manager forgot to send you one of the 
items of shipment out of the New York port, you would be out of 
luck. You would not know anything about it at all? 

Mr. Bacigatupi. We won’t know that it existed. 

Mr. Tuompson. Actually, in that connection in addition to your 
not performing any of the services for the Palmolive Co. in regard to 
their shipments in New York, they are actually spending money in 
keeping you advised as to what you should collect; are they? 

Mr. Bacreaturi. Well, the money it takes for the messenger to 
carry the envelope over and put it on the desk. 

Mr. THompson. They are sending you bills of lading? 

Mr. Bacitgatupi. When you make a bill of lading you make 30 or 
40 or 50 copies. 

Mr. Tompson. Do you ever go back and ask “Do I have all bills 
of lading?”’ 

Mr. Bacieauupi. No. 

Mr. Tuompson. How do you know the mail has come? 
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Mr. Bacica.upi. It comes by messenger. 

Mr. Tuompson. I have been an accountant almost all my life and 
I have never seem a system where there was no check. 

Mr. Baciaauurpt. There is no check. 

Mr. THompson. Has any line ever refused to pay you brokerage? 

Mr. Bacigauurr. Not that I recall. 

Mr. Tuompson. Do you know of any shippers who have refused to 
designate forwarder-brokers? 

Mr. BacicaLurr. From what I hear, yes, there are some shippers 
who do not use a broker. 

Mr. THompson. Have any of these ever refused solicitation from 
your company? 

Mr. BacrGatupr. No, sir. 

Mr. Tuompson. Every one that you solicited—— 

Mr. Bacicatupr. Wait a minute. We solicited one account re- 
cently and submitted our charges and so on and we didn’t get the 
account. Somebody else got it. 

Mr. THompson. Someone else? 

Mr. Bacigatupr. Someone else got it; yes. 

Mr. Tuompson. I am thinking of some companies who refuse to 
nominate forwarder-brokers. Do you solicit those people who are 
using forwarder-brokers? 

Mr. Bacicavurr. I am going to tell you something truthfully. 
We don’t do too much soliciting of new accounts. Mr. Gaskell, as 
well as myself, and everybody else, actually does work in the office 
which doesn’t leave us time other than maybe at lunch time to mix 
with some of the fellows in the shipping business, but we don’t go as 
a practice soliciting accounts. If we hear of an account that is look- 
ing for a forwarder, which we have heard of several recently, we will 
call on them and see if there is any service we can render. In doing 
that we don’t hear of any account that is looking to let somebody 
collect brokerage on the business. 

Mr. Davipson. Why not? It does not cost them anything. 

Mr. Bacreauurr. If any of those are looking around there are 
enough forwarders looking for that. 

Mr. Davipson. I am sure all the forwarders are looking for it but 
it is what we in politics would call a nice piece of patronage. 

Mr. Bacicaturpt. We will accept it, too. 

Mr. Toompson. Actually, I would just like to know by what in- 
ducement you have an agreement with the Palmolive Co., and perhaps 
with the other company about which we know very little for whom 
you not only do not perform any services but who are spending money 
sending you a copy of the bill of lading. 

Mr. Bacicatupt. We give them back the messenger fee on that. 
We will give them back the messenger fee if that is an expense. When 
a messenger comes in he brings the envelope in. I don’t know what 
that costs Colgate-Palmolive 

Mr. THompson Are you the sole owner of your company? 

Mr. GASKELL. Yes, sir, in New York. 

Mr. THompson. Is it a corporate entity? 

Mr. GaskKELL. Right, in the State of New York. 

Mr. THompson. Are you the sole owner of the other Gaskell com- 
panies in Virginia and New Orleans? 

Mr. GaskELu. No, sir; I have 50 percent of that. 
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Mr. TuHompson. In Virginia? 

Mr. Gaske.u. In Virginia. 

Mr. THompson. And the one in Louisiana? 

Mr. Gasket. That is a branch of the New York office. 

Mr. Tuompson. A branch of the one that is owned entirely by 
yourself? 

' Mr. Gasket. Yes, sir. 

Mr. WarrEN. Does the branch have a separate registration 
number? 

Mr. GaskELL. No, it has the same as New York. 

Mr. THompson. Would you favor the licensing of forwarder- 
brokers? 

Mr. GaskE.u. I don’t know how to answer that. I don’t know. 

Mr. THompson. Has your business been impeded by forwarder- 
brokers who in your opinion might not be qualified? 

Mr. GasKELL. No, I would answer ‘“‘No’”’ to that. 

Mr. THompson. Do you consider the dummy broker, if there are 
any, a detriment to the legitimate broker? 

Mr. GasKELL. Yes. 

Mr. THompson. Do you know of any dummy forwarders? 

Mr. GaskKELL. Well, until yesterday I didn’t. 

Mr. TuHompson. This committee has served a good purpose even in 
New York. If there are any dummy brokers you would want to see 
them disposed of, would you? 

Mr. GaskE.u. I think they should be. 

Mr. THompson. What in your opinion would be a dummy broker? 

Mr. GaskELL. Well, I will refer again to yesterday. That is, I 
guess a good example. 

Mr. THompson. What would be your definition of a dummy for- 
warder-broker? 

Mr. GasKELL. Well, one that does no work whatsoever, maybe has 
one account and that is all it is. 

Mr. THompson. Does no work whatsoever and collects a fee for it? 

Mr. Gaske.u. And, is possibly a relative of the person shipping or 
something of that nature. 

Mr. Davipson. We have a lot of relatives who are dummies but 
vou don’t have to be a relative to be a dummy. 

Mr. THompson. Your definition of a dummy forwarder-broker 
would be what? 

Mr. GaskE.u. | don’t know. 

Mr. Kuuczynskx1. A padded payroller who gets paid for doing 
nothing? 

Mr. THompson. I would like to have your definition. We might 
be searching out dummy forwarders. You say you do not like to see 
them in the business. 

Mr. Gaskeuu. I don’t have a definition. 

Mr. Warren. Might there be a surplus of forwarders here in New 
York who are in the business to collect brokerage without rendering 
any service? 

Mr. GaskELu. Well, there are a lot of forwarders in New York and 
| guess they are making a living out of it. 

Mr. WarREN. You just do not know? 

Mr. Gasket. I don’t know. 
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Mr. Tuompson. Have you ever seen a so-called dummy forwarder- 
broker? 

Mr. Gasket... No, sir. 

Mr. THompson. You have never seen one? 

Mr. GaskeE.u. It sounds as though you are trying to make us 
appear one. I don’t know. 

Mr. Tompson. No, I am merely following your suggestion that if 
there are such—— 

Mr. GaskeE.u. | think forwarder-brokers should be established in 
the business and have an organization and perform services. 

Mr. THompson. In other words, a newcomer who performs no 
services and collects a fee isa dummy. That is all, sir. If there are 
dummy brokers you would like to see them banished from the in- 
dustry? 

Mr. GaskE.u. Yes. 

Mr. THompson. Do you think licensing would accomplish the 
banishment? 

Mr. Gasket. It would have to, I assume. 

Mr. Tuompson. The question of whether to license or not to license 
brokers has arisen at every hearing. I think it is a very serious 
question and we should consider it. I would like your opinion on it. 
Have you ever thought of that particular mode of regulating brokers‘ 

Mr. MoraGan. May we give that matter some thought, Mr. Chair. 
man, and submit our views? 

Mr. THompson. Yes, I would like to have your considered opinion, 
and I am surprised that as an old established firm you have never 
considered it. 

Mr. Gasketu. On the other hand, too much regulation I don’t 
think is good. 

Mr. Warren. Iagree. Then, you don’t feel that regulation of any 
kind is required based upon your experience as a legitimate freight 
forwarder? 

Mr. Gaske.u. I think you have regulations in existence now. 

Mr. Warren. Do you think they are effective? 

Mr. Gaske.u. Well, I don’t think they have been effective; no. 

Mr. Tuompson. Do you think that the forwarder- brokers them- 
selves could govern their own group? 

Mr. GaskE Lt. I will have to give these things consideration. 

Mr. Tuompson. Are you aware that forwarder-brokers now have 
the authority to form a regulatory conference? 

Mr. GaskE Lu. I believe they could; yes. 

Mr. Tuomrson. They have never taken advantage of that, ap- 
parently. 

Mr. GaskE.Lu. No. 

Mr. THompson. Yet, many of them complain about so-called 
dummy or illegitimate brokers. Who should do the job? Should the 
Government do it or should the brokers clean their own house, if it 
needs cleaning, and that has not been determined yet. The committee 
would like to know the answer from the old established brokers, who 
could not be dummy brokers 

Mr. Gaske.u. Can we consider it? 

Mr. THompson. I would like to know. 

Mr. GaskE Lu. All right. 
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Mr. THompson. Thank you so much, Mr. Gaskell, and your associ- 
> ates, for coming here. 
We will take a 5-minute recess. 
(Brief recess.) 
} Mr. Toompson. The committee will come to order. 
Is Mr. Appleman, of Esso Standard Oil Co. here, please. 
Will you be seated, Mr. Appleman, and identify yourself and 
associates to the reporter? 


STATEMENTS OF R. A. APPLEMAN, TRAFFIC MANAGER; AND R. E. 
KERESEY, COUNSEL, ESSO STANDARD OIL CO. 


Mr. AppLeEMAN. I am General Traffic Manager of the Esso Standard 
Oil Co. Mr. Keresey is one of our lawyers. 

\[r. Toompson. We are happy to have you here today. 

Do you have a prepared statement? 

Mr. AppLEMAN. No, sir. I understand that you want me to testify 
on matters involving foreign shipping? 

Mr. Tuompson. Yes, matters involving foreign shipping in connec- 
tion with freight forwarding, and, of course, brokerage. 

There have been certain reports made that would indicate that this 
subcommittee should go into these matters for purposes of developing 
more legislation or seeing that the legislation now in effect is adhered to, 

If you would care to make a general statement, and then be open to 
questions, you may do so. 

Mr. AppLeMAN. I have no particular general statement to make. 
[ just do not know what you would like to know. 

Mr. THompson. If counsel would proceed, it might save time. | 
believe that he has certain questions to ask. 

Mr. Warren. Mr. Appleman, would you say that freight charges 
paid by the Esso Standard Oil. Co. to various carriers amount per 
annum to several million dollars? 

Mr. AppLeMAN. That is correct. 

Mr. WarrEN. Now, sir, which ports are chiefly used? 

Mr. ApPLEMAN. Well, we export from about 30 ports in the United 
States, but about 85 percent on a tonnage basis of our movements 
originate on the east coast and the gulf. 

Mr. Warren. In regard to New York shipments, what is the 
percentage of tonnage approximately handled there? 

Mr. APPLEMAN. 22 percent. 

Mr. Warren. Is that the largest single port used? 

Mr. AppLEMAN. Yes, sir. 

Mr. Warren. What is the second largest? 

Mr. AppLEMAN. I believe Baton Rouge. 

Mr. WarrEN. 15 percent in Mr. Thompson’s Louisiana? 

Mr, APPLEMAN. Yes. 

Mr. Warren. | understand, of course, that your company m in- 
tains a large traffic department. Would you first indicate the number 
of persons “employed therein? 

Mr. AppLeMaNn. In the overall traffic department at New York, 
we have about 135. We also have a traffic department at Baton 
Rouge with about 48. 

Mr. Warren. Are they the only two places where traffic personnel 
ure maintained? 
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Mr. AppLeMAN. We have 3 in Baltimore, but I included those in 
my New York organization in the 135. 

Mr. Warren. Are all of these people actively engaged in export 
shipments and freight-forwarding work? 

Mr. AppLeMAN. Not all of them. Approximately, in the New York 
Office, out of the 135, 77 are engaged in the export work, and we have 
11 at New Orleans, attached to the Baton Rouge office. 

Mr. Warren. Does this department control all of the booking and 
directing of cargo to specific carriers? 

Mr. AppLEMAN. Yes, sir. 

Mr. Warren. Why does Esso prefer to control the booking? 

Mr. AppLemMANn. Well, for negotiation on rates with the carriers, it 
places us in a position where we are in the best bargaining position. 

Mr. Warren. Does Esso prepare all of the documentation in 
connection with these shipments? 

Mr. AppLeMAN. With a few exceptions, it does. 

Mr. WarreEN. Principally; except minor exceptions? 

Mr. AppLeMAN. I say minor exceptions. 

Mr. Warren. What firm does Esso designate to collect brokerage 
fees? 

Mr. AppLeMAN. We designate two companies, Caldwell & Co. and 
Seven Seas Mercantile Transport Co., depending on the area of 
destination of the shipments. 

Mr. Warren. In regard to shipments handled by Caldwell & Co., 
at which ports does it collect brokerage? 

Mr. AppLeMAN. Well, he collects from virtually all of the ports, 
excepting the outports. Well, at pretty nearly every port he collects 
brokerage. 

Mr. Warren. Is Caldwell concerned with shipments of a certain 
type or nature, and Seven Seas with another type? 

Mr. AppLeMAN. I would say that Caldwell handles principally the 
petroleum products. 

Mr. WarrEN. Petroleum products? 

Mr. AppLEMAN. Yes. 

Mr. Warren. What kind of products does Seven Seas handle? 

Mr. AppLeMaNn. Principally  miscellaneous-purchased materials 
which we buy for movement to the Peruvian area. 

Mr. Warren. In point of time, which designation preceded the 
other? 

Mr. ApPpLeMAN. You mean as far as the broker is concerned? 

Mr. WarrEN. Yes. 

Mr. AppLeMAN. Caldwell was the first broker we ever had. 

Mr. WarreN. Does your export department perform so-called 
messenger service in regard to these shipments? 

Mr. AppLeMan. No, sir. Caldwell & Co. and Seven Seas perform 
all of our messenger services—I think you know what they are— 
for which we pay them a fee. 

Mr. Warren. Mr Appleman, does your company employ any 
messengers? 

Mr. AppLeMaANn. No, sir. 

Mr. Warren. So the full messenger work, that is, the dissemination 
of the export declaration, the ocean bill of lading, consular invoices if 
required, is done by both of these firms of which you are speaking? 

Mr. AppLeMAN. That is right. 
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Mr. WarrREN. Does your company compensate these two firms by 
way of a forwarding fee for this or any other service? 

Mr. AppLEMAN. Yes, we have a fee that we pay both of these 
firms, for this messenger service, as well as for some paperwork 
associated with foodstuff movements out of Baton Rouge, and a 
little bit of lubricating oil out of Houston, and an occasional bit of 
paperwork on some of the outports, when there is not sufficient time 
for us to prepare the papers to meet sailing dates. 

Mr. WarrEN. Is this fee paid regardless of the port used? 

Mr. APPLEMAN. Yes. 

Mr. Warren. It is consistently paid in connection with each and 
every export shipment? 

Mr. AppLEMAN. That is correct. 

Mr. WarrREN. Can you indicate why your company compensates 
the forwarders whom you have designated? I ask that in the light 
of the fact that we have heard testimony from previous witnesses 
that they did not find cause to pay a fee. 

Mr. AppLEMAN. Well, our reason for paying this fee was that the 
law was unclear as to what services were to be performed for a shipper, 
and for that reason, in order to avoid any criticism, we decided to 
take no risk whatsoever and to negotiate a fee for the services which 
they perform. 

Mr. Warren. Can you describe any other services which the 
Caldwell firm performs for Esso? 

Mr. AppLEMAN. Well, we consult them occasionally on ocean 
freight matters. 

Mr. Warren. Is this upon rare instance? You have 135 persons 
in New York, and 45 in Baton Rouge. Wouldn’t you say that these 
people are competent and independent with respect to each of your 
shipments? 

Mr. AppLeMAN. I don’t think there is any question about that. 
It is largely if we want to investigate some trade routes, maybe some 
tramp services, with which we are not familiar. That is the kind 
of service we go to Caldwell on, and inquire, as to whether or not 
they can ascertain the rates on those particular routes. 

Mr. Warren. In regard to the commodities you have mentioned, 
do you principally use liner vessels? 

Mr. AppLEMAN. Yes, we use conference lines substantially, I would 
say, in 95 percent of our shipments. 

Mr. Warren. Do you have any contracts with any of these con- 
ferences, insuring the cargo to the members thereof? 

Mr. AppLeEMAN. We have conference contracts with most of the 
conference lines. 

Mr. Warren. For the bulk of the tonnage involved? 

Mr. AppLEMAN. Yes; absolutely. 

Mr. Warren. What do you think the Caldwell Co. does to earn 
brokerage received on your shipments. 

Mr. AppLemMaAn. Well, other than these occasional advices that we 
obtain from them, I know of very little. They have been helpful in 
special situations, when the conference lines were unable to provide 
room and shipping facilities to handle some large pipe shipments for 
building of a large dam and pipe plants, and were able to go out and 


secure a tramp vessel for us and help us to move the material on 
schedule. 
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Mr. Tuompson. You consider that a service to you? 

Mr. AppLeMan. Well, I think in this particular instance, it was 
an agent of the steamship company, since they secured the business 
for the steamship company, but we were the customer that was looking 
for transportation. 

Mr. Warren. Did the steamship company designate this agent? 

Mr. AppLeMAn. We went to him. 

Mr. Warren. Did you cause the designation of the agency with 
Caldwell, or did the steamship lines employ Caldwell? 

Mr. AppLeman. I think that we were responsible for designating 
him. 

Mr. Warren. Does Caldwell perform freight-forwarding functions 
for any of your subsidiaries or affiliates? 

Mr. Appteman. Well, I don’t know how you define a freight-for- 
warding function. Could you explain that? 

Mr. Warren. Is Caldwell designated on any of the shipments made 
by your subsidiaries or affiliates? 

Mr. AppLeMAN. Any shipments that move from Penola or New 
Jersey. 

Mr. Warren. In the export trade? 

Mr. AppLeMAN. Yes. 

Mr. Warren. Would you name those subsidiaries? 

Mr. AppLemMan. Yes. Penola Oil Co. and New Jersey Co. One is 
a chemical company and the other is our lubricating wholesale 
affiliate. 

Mr. Warren. Mr. Appleman, will you specifically indicate the 
reason or motive that prompted the designation of Caldwell? 

Mr. AppLeMan. Well, I think, as the committee is probably familiar 
with, Caldwell has been designated our broker over a great many years, 
in fact, prior to the turn of the century he was acting as our broker. 
In the early years, of course, he did book our freight, perhaps handled 
more services than he is handling today with which I am not familiar. 
As our company grew and we built up our own traffic organization, 
we necessarily took over the booking and preparation of papers and 
continued to nominate him as a broker for two fundamental reasons. 
One is that we did not believe we received any reduction in rates by 
not nominating him, no advantage could be gained. 

Mr. Warren. In other words, a shipper who does not use a for- 
warder pays the same freight rate to the carrier? 

Mr. AppteMan. That is right. 

Mr. Warren. Proceed. 

Mr. Appteman. And the second reason was that we could call on 
him for any services like I am speaking of, advice on ocean freight mat- 
ters, and we might lose that advantage if we didn’t designate him as a 
broker. 

Mr. Warren. Do you have any qualified people in your freight 
department, consisting of 135 people? 

Mr. AppLeMAN. Yes; we have well qualified people. 

Mr. Warren. Yet you have to call on Caldwell? 

Mr. AprpLeman. I don’t say we have to call on him heavily, but it 
saves our organization time in going out to canvass the markets, and 
in certain cases it might develop business for us. 

Mr. Warren. Do you make any shipments in your own bottoms? 


Mr. AppLeman. No; this is all purchased transportation of which 
I am talking. 


. 











eae 


* 


aes 


FOREIGN FREIGHT FORWARDERS AND BROKERS 629 


Mr. Warren. I know that, but do you make any export shipments 
in vour own bottoms? 

Mr. AppLeMAN. Well, we export tankers all over the world. 

Mr. WarreEN. Does Esso, in respect to its own bottoms, pay Cald- 
well a brokerage fee? 

Mr. AppLEMAN. No, sir. 

Mr. WarrEN. Do you not feel that his services are worthwhile? 

Mr. AppLeMAN. I think, when it comes to bulk oil, we probably 
know as much about that as anybody in the business. 

Mr. Tuompson. Only on the bulk oil? 

Mr. ApPLEMAN. Yes. 

Mr. Davipson. Caldwell gets nothing out of that at all? 

Mr. Tuompson. It is only worth it when they are purchased bot- 
toms and the carriers pay it. 

Mr. Warren. So, your testimony is that for this service that you 

have detailed, you believe—and your company believes—that they 
should pay for it? 

Mr. AppLEMAN. That is correct. 

Mr. Warren. When was this policy initiated? 

Mr. ApPpLeMAN. It was started, I think, in 1948. 

Mr. WarrEN. Prior to that time what happened? 

Mr. AppLEMAN. Prior to that time, for I think a period of perhaps 
| year, there was a period when they did some messenger work for 
us and received no fee, but, on further consideration of this thing, we 
thought it was definitely improper, and we went into this fee business. 
Prior to that 1-year period that I am speaking about, we had our own 
messengers, and handled our messenger service. 

Mr. Warren. What did Caldwell do prior to the 1-year period? 

Mr. AppLemMan. They did substantially the same thing they are 
doing now, excluding the messenger service. 

[r. WARREN. So they were doing less and receiving brokerage? 

Mr. AppLeman. I would say that is correct. 

Mr. Warren. Would you indicate confidentially the total amount 

f freight charges paid by your company during 1955? 

“Mr. AppLEMAN. I would be glad to. The total amount of freight? 

Mr. Warren. In which Caldwell participated, and then the total 
amount in which Seven Seas participated—would you say generally 
and specifically that the things you have described with reference to 
Caldwell also apply to Seven Seas? 

Mr. AppLeMAN. Yes, it does, I believe. 

Mr. Warren. In terms of service rendered? 

Mr. AppLeMAN. Yes. 

Mr. WarrEN. When did Seven Seas come into the picture? 

Mr. AppLeMan., In 1932 or 1933. It was occasioned by the fact 
that our company purchased properties from Standard Oil Company of 
Indiana in the Caribbean area. Prior to that time, Seven Seas had 
been the broker for the Indiana company and, when we took over 
these properties and moved the materials down there to repair and 
keep them in shape, we thought it was only fair that he be continued 
as the broker for us since he was losing the business of Indiana. 

Mr. Warren. Is there any general feeling in your company that 
freight rates might generall be too high? 

Mr. Appieman. [| don’t think we have any real opinion on that. 
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Mr. Tompson. But you are paying forwarding fees because you 
feel it would be improper to receive services without making remuner- 
ation therefor? 

Mr. Appteman. That is correct. 

Mr. THompson. That was based on advice of counsel, no doubt, 
and is the general policy of the company? 

Mr. AppLeman. That is correct. 

Mr. Tuompson. Do you think that the payment of brokerage is 
considered when carrier rates are fixed? 

Mr. AppLeMAN. Well, I assume it must be. I don’t know. Itisa 
cost to the steamship companies, although generally I assume that 
rates are set up more on a competitive basis than they are with any 
direct relation of cost. 

Mr. THompson. But certain elements of basic costs must be fixed, 
and brokerage is one of these basic costs? 

Mr. AppLemMan. That is cerrect. 

Mr. Toompson. Do you feel that your payments of forwarding fees 
adequately compensate Mr. Caldwell for the services he performs for 
you? 

Mr. AppLeMaNn. That is our belief because, at the time we nego- 
tiated this fee, we definitely requested that they charge us a fee that 
would adequately compensate them for the services that they per- 
formed, and we also told them that, if at any time the fee was in- 
sufficient, to come back and renegectiate it. 

Mr. Tuompson. Do you feel that Mr. Caldwell would continue to 
give you this good service if the payment of brokerage were precluded? 

Mr. AppLemMan. Well, I really do not know. 

Mr. Warren. Do you feel that Mr. Caldwell would continue to 
- you this service if you insisted on not paying him a forwarding 
ee? 

Mr. AppLeMAN. Yes; I think he probably would. 

Mr. Warren. Why? 


Mr. AppLeMAN. Simply because he did it for a year for us, as I told 
you before. 


Mr. Tuompeson. In consideration of brokerage, would you not agree? 

Mr. AppLeMAN. I think so. 

Mr. THompson. Certainly. Then the inducement for you to 
nominate them as your forwarder-broker is that you feel that your 
rates would not be reduced if you did not nominate a forwarder- 
broker. Furthermore, you, in all good conscience, are paying him 
adequately for the services he is performing for you. Therefore, you 
are merely favoring him by this nomination in order that he may 
receive brokerage, something that you cannot participate in? 

Mr. AppLemMan. And also he would have a personal interest in any 
problems on which we might cell him. 

Mr. THompson. And this would be in addition to what you agreed 
is equitable compensation for his services? 

Mr. AppLeMAN. That is correct. 

Mr. Tuompson. Do you believe that if all shippers would refuse to 
nominate forwarder -brokers for purposes of brokerage payments, 
that a resultant reduction in carrier rates would be effected? 

Mr. AppLeman. Well, I really don’t know. I certainly think that 
the oil companies would have an awfully good argument, or the com- 
panies that use these lines, for obtaining a reduction in rates. 
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Mr. THompson. Would you like to see something like that at- 
tempted, es an agent of your company? I do not mean you, 
sonal but as an agent of your company, with your 
well-being in mind? 

Mr. AppLEMAN. I would favor having reduced 
pany if I could get them. 

Mfr. Tuompson. Regardless of how? 

Mr. AppLEMAN. That is right. 

Mr. Tuompson. Are there any questions? 

Mr. Davipson. Mr. Appleman, you say that one of the considera- 
tions for designating the Caldwell Co. as the recipient of these broker- 
age fees, is that you get occasional advice and the Caldwell Co. is 
available for such advice. Do you not compensate them? Does not 
the company compensate the ¢ ‘aldwell people for this advice? 

Mr. APPLEMAN. No, sir; we think that perhaps that is a service 
that he is performing for the steamship company in the interests of 
obtaining additional business for them. 

Mr. Davipson. You feel that that is a service to them and 
service to you? 

Mr. AppLeMAN. Well, of course, it is helpful to us, but, like an 
insurance broker, I would say, you go to an insurance broker and ask 
about various types of policies, and get a lineup, and he is interested 
in showing them to you in the interests of obtaining some business. 

Mr. THompson. Have you ever been solicited by any other 
forwarder-broker? 

Mr. AppLEMAN. On occasions, periodically, we do have people come 


per- 
company’s 


rates for our com- 


In. 

Mr. THompson. Of course, you do not have any other forwarder- 
brokers, so you have not entertained their solicitation? 

Mr. AppLeMAN. That is right. 

Mr. TuHompson. Do you feel that you can get better services from 
any other forwarder-broker? 

Mr. AppLeman. I doubt it. These people have Sein very willing 
to help us all through the years, and nas been entirely satisfactory. 

Mr. Tompson. Do you think that there are in existence dummy 
forwarder-brokers? 

Mr. AppLteMAN. Well, I don’t know. Anything I may 
heard—which has been little—has been merely hearsay. 
know. 

Mr. THompson. You have never been approached by one? 

Mr. AppLeman. No; definitely not. 

Mr. Tuompson. You have not been approached by one who would 
vive you an impression that he was not a legitimate broker? 

Mr. AppLeEMAN. No, sir. 

Mr. Warren. In the light of the facts regarding your own company, 
do you believe that it is conceivable that dummy forwarders may 
exist? 

Mr. AppLEMAN. What was the first part of that question? I don’t 
quite understand that. 

Mr. Warren. I am not indicating that your own company is using 
a dummy forwarder, but in the light of the experience that your 
company has had with forwarders, do you think it conceivable that 
a dummy forwarder might exist, under present law? 
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Mr. AppLeMaNn. I could conceive of that. I can assure you there 
is no such association as far as my company is concerned. 

Mr. THOMPSON. What would be your definition of a dummy 
forwarder? 

Mr. AppLeMAN. Well, I would have to give pretty much the same 
answer as the previous witness gave: Somebody that was being 
named as a broker but performed no work for us. 

Mr. Tuompson. You said you paid forwarding fees to Caldwell 
Co. for services performed for you. What is the definition of 
“brokerage” in your opinion? 

Mr. AppLeMAN. It is a commission for obtaining business, I would 
think. 

Mr. TuHompson. For whom? 

Mr. AppLeMAN. For the steamship company. 

Mr. THomrson. Who performs the booking of your cargoes? 

Mr. AppLeman. My department. 

Mr. Toompson. Isn’t it a fact that you nominate Mr. Caldwell, 
and he receives a brokerage fee? 

Mr. AppLeMAN. That is correct. 

Mr. THompson. And you say brokerage consists of obtaining and 
booking business for a company? 

Mr. AppreMan. Well, I said that it consists of obtaining business 
for a company. I didn’t say necessarily booking, because I have no 
opinion on that. 

Mr. Tuompson. Well, you said “obtaining.’’ Then, you also said 
that your company does all of the booking? 

Mt. AppLeMan. That is true. 

Mr. Toompson. Then, Mr. Caldwell is receiving brokerage, and 
under your definition, he does not perform a service that has been 
indicated as a brokerage service. 

Mr. AppLemAan. W ell, it is a practice in the trade that these 
brokers do this. 

Mr. Tuompson. I was not talking about the practice in the trade. 
I am talking about your own definition of brokerage as to whether or 
not a fee was earned. You are paying Caldwell for every service he 
performs and you stated that brokerage is obtaining cargo for a 
carrier. Yet, you state that Caldwell performs none of this; that 
your own department performs it. And, you are nominating him to 
receive a brokerage fee. 

Mr. AppLeMAN. | outlined before the reasons why we did it and do 
it. Those are the only advantages we gain. 

Mr. THomeson. The custom of the trade—that is all. If you were 
paying this brokerage fee as a carrier, would you object? 

Mr. AppLeMAN. I think I would. 

Mr. Tuompson. All right; that is all. 

Mr. Warren. Does any of this brokerage go back to any employee 
or member of the Esso Standard Oil Co.? 

Mr. AppLeMAN. Would you repeat that question, please? 

Mr. Warren. Do any of the brokerage payments paid to Caldwell 
or Seven Seas go back in some form to Esso, or to any of its employees? 

Mr. AppLeMaNn. No, sir; none of it comes back. 

Mr. Warren. Not any? 

Mr. AppLeMan. Yes, sir. 

Mr. Warren. I have no further questions. 
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Mr. THompson. Have you any questions, Judge Chase? 

Mr. Cuase. I have one question. 

Caldwell & Co. will receive X dollars in brokerage in connection 
with your shipments? 

Mr. AppLEMAN. That is correct. 

Mr. Cuase. Do you think that all of those X dollars are earned 
brokerage by Caldwell? 

Mr. AppLEMAN. Actually that is something between the steamship 
company and brokers. I have no way of knowing. 

Mr. Cuase. You receive some indirect benefits by reason of those 
brokerage services, such as the availability for consultation purposes, 
and so on? 

Mr. AppLEMAN. That is right. 

Mr. Cuasz. But your point is that the carrier receives most of the 
benefit? 

Mr. AppLEMAN. That is correct. 

Mr. Cuasz. Now, assuming that that brokerage were eliminated 
and the carrier was forbidden to pay it, would your company by 
reason of the fact that you enjoyed some benefits from the services, 
feel justified in paying the X dollars that the carrier had formerly paid? 

Mr. AppLEMAN. Oh, I think in that case an organization of our 
size could deal directly with the carriers. 

Mr. Cuassz. Now, in connection with so-called dummy forwarders, 
it is your opinion that in de fining a dummy forwarder, consideration 
should be given to the proposition of rebating, direct or indirect, in 
order to ascertain what a dummy forwarder is—if there is an element 
of rebating entering into it, would that be properly considered as a 
necessary element in trying to ascertain whether a forwarder was : 
dummy forwarder, as to whether there is an element of rebating? 
Would that enter into it? 

Mr. AppLeEMAN. I may not understand your question but, if I 
understand your question, I would think that any dummy corporation 
setup might, in effect, constitute a rebate, from the little I know about 
the situtation. 

Mr. Coase. But if there was no rebating, direct or indirect, then 
it would not necessarily follow that the forwarder was a dummy, 
even though he might be small? 

Mr. AppLeman. That is right. 

Mr. Cuass. Thank you. 

Mr. THompson. I have one point,-sir. You mentioned in reply to 
a question that Congressman Chase asked that you received certain 
benefits out of the services that were rendered and for which brokerage 
was paid. For example, consultation on request, and that the carriers 
received the balance of the result of his efforts. Yet, in answer to 
my question, you said that if you were a carrier you would object to 
the payment? 

Mr. AppLemMan. Well, that is correct. I am assuming for the 
moment that in the case where no real service is performed no com- 
mission would be paid, as we would call it, and there are situations 
we know where brokers have a real value in obtaining business for 
these lines. 

Mr. THompson. Certainly in situations other than your own. 

Mr. AppLeMAN. Of course, there brokers are always valuable to us 
In assisting us with setting up shipping arrangements at ports in 
which we have no representation. 
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Mr. Tuompson. If your broker would advise you to change some 
of your shipping arrangements, would you give any weight to his 
suggestions? 

Mr. AppLEMAN. No, sir; none whatsoever. 

Mr. Tuompson. That is all. 

Mr. Warren. Mr. Appleman, what was the resaon for the change 
in policy that had presumably existed for a long time that caused 
Esso to use Caldwell messenger services? 

Mr. AppLEMAN. Well, you mean as opposed to the previous plan 
where we had our own messenger service? 

Mr. Warren. Yes. 

Mr. AppLeMAN. Well, we were located downtown in close proximity 
to the customs house, ‘and the general area where you clear these 
papers. We moved uptown and we thought that we would have to 
increase our forces, and what not, and so we worked out an arrange- 
ment with the broker to handle that satisfactorily. 

Mr. Tompson. If there are no further questions on my right or 
left, the witness is excused, unless he has some additional statement. 

Mr. Appteman. Mr. Keresey suggests that I mention one other 
point. 

Mr. THompson. Have you identified yourself to the reporter? 

Mr. Keresey. Yes. 

Mr. AppLeMAN. These people do one other thing for us. They 
give us a compendium, which is a book showing all the information 
from the United States to ports throughout the world. They keep 
that up to date. We maintain our own tariffs as well, but it is 
useful for cross-reference purposes, to send this compendium to some 
of our outlying points. That is an additional service which they 
perform for us. 

Mr. Warren. Is that a forwarding or brokerage service? 

Mr. AppLeMAN. I think it is a brokerage service. 

Mr. Warren. Do you really think that? 

Mr. AppLeMAN. Well, it is a price list. 

Mr. Warren. It benefits your company? 

Mr. AppLeMAN. That is right. 

Mr. Warren. You do not pay any fee for the service? 

Mr. AppLeMAN. That is right. 

Mr. Warren. I have no further questions. 

Mr. THompson. We thank you for coming. Will the Caldwell 
representative come forward, please? Mr. Biegen, we want to hear 
your testimony, but because our time in New York is limited, and 
because we want to hear everyone, I would suggest that you summarize 
your statement which will be placed in the record. Then we will 
vring out the points of interest Slieweahs questions of counsel. 


STATEMENTS OF A. V. BIEGEN, VICE PRESIDENT; JAY BOWLBY, 
ASSISTANT VICE PRESIDENT; AND ELKAN TURK, COUNSEL, 
CALDWELL & CO., INC., NEW YORK 


Mr. Biecen. Before commencing the testimony, I should like to 
mention that our president, Mr. Harry Fowler is afflicted with a cata- 
ract condition, and it impairs his operations. Our executive vice 
president is in the hospital in Westfield, N. J., with an internal 
hemorrhage condition, and I appear here to testify. 
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Mr. THompson. Please give them our best wishes for a speedy 
recovery. 

Mr. Brecen. I have with me, Mr. Turk, our counsel, and Mr. J. 
Bowlby, assistant vice president. of the Caldwell Co. 

It is somewhat difficult for me to summarize this. It covers the 
three different companies, you know. 

Mr. Tuompson. Could we proceed by allowing counsel to ask 
questions which will, of course, be answ ered in the statement? 

Mr. Brecen. I am afraid that it wouldn't reflect the true condition, 
perhaps. 

Mr. Warren. If I esked the questions? 

Mr. Brecen. I don’t mean that. It is a conglomerate situation, 
where one fits into the other. 

Mr. Warren. You do not want to summarize. You do not want 
questions to be asked. In the interests of time, it seems impossible, 
in view of further witnesses scheduled, to read your statement. 

Mr. Cuasr. If a question is asked and you feel it necessary to refer 
to your statement, you can do so. Will that work out? 

Mr. Brece nN. W ell, I can perhaps start this way: 

My name Anthony V. Biegen. I am the vice president of 

Caldwell & Co., Inc. (hereinafter Caldwell), 50 Broad Street, New 
York |. Pe 

Caldwell is a New York corporation engaged in business as foreign 
freight forwarders and brokers. We have been in business for 99 
years, and next year, God willing, we will celebrate our 100th year. 

| am making this statement on behalf of my company in response 
to the invitation issued by the subcommittee contained in its telegram 
of October 28, 1955, and its letter of January 11, 1956. Attached to 

the subcommittee’s letter appeared what I take to be a summary of 
the substance of a report received by your subcommittee in executive 
session on October 27, 1955. 

Krom this summary it appears that your subcommittee has been 
informed that our company performs no forwarding or brokerage 
function excepting occasionally messenger services, with respect to 
the export shipments of Socony Vaccum Oil Co. (hereinafter Socony), 
Standard Vacuum Oil Co. (hereinafter Standard Vacuum), and Esso 
Standard Oil Co. (heremafter Esso) and that our company receives 
freight brokerage commissions on shipments made by the above 
companies. 

[ take it that you desire to hear from me particularly with respect 
to the matters set forth in this summary. 

As preliminary, however, | believe that the subcommittee would be 
interested in knowing something of our company. 

Caldwell, and the partnership to whose business it succeeded, dates 
back to 1857. Of course, I do not pretend to first-hand knowledge 
of the business of the company. In those early days, initially the 
company was known as Blakslee & Caldwell. However, I am re- 
ray J informed that from about 1880 one of the principal lines of 

Caldwell’s business was the performance of freight forwarding and 
brokerage services for the companies specifically mentioned in your 
inquiry of us, and the company or companies to whose business they 
succeeded. 

We have been affiliated in the capacity of freight brokers with the 
Standard Oil Company of New Jersey since 1880, at which time our 
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founder, Mr. Evan Caldwell, worked with the Standard organization 
as a freight broker. 

Although Caldwell has clients in many other fields of industry, we 
have come to regard ourselves, and I believe that the trade generally 
recognizes us, as specialists in the handling of exports of oil and kindred 
substances. With the years, exploration has developed numerous 
rich oil territories in other quarters of the globe. American industry 
has moved in and taken its part in the development of these oil fields, 
on an international scale. The consequence is that the American 
oil companies have found it necessary to export oil well drilling and 
operating equipment, as well as all of the complicated mechanisms 
which constitute parts of a modern oil refinery. 

Our clients have called upon us to assist them in the movement of 
these gigantic installations. Many single units of such installations 
present exceptional problems in ocean transportation. We believe 
that we have been most helpful to these clients and to the ocean car- 
riers in connection with these exceptional movements. 

In addition to furnishing an outline of the general character of our 
contact with the petroleum export business, I feel it would be helpful 
in a preliminary way, to furnish some introductory information with 
respect to our personnel. 

The president of our company is Mr. Harry Fowler. He has been 
actively engaged in the business of Caldwell since 1897, and one of his 
prime functions has been the affairs of our oil exporting clients. 

Also active in this branch of the business was Mr. Otto Rademan, 
who also entered the employ of the company at or before the turn of 
the century and remained with it until the time of his death in about 
1945. He was chairman of the company’s board of directors at the 
time of his demise. 

The other of our vice presidents, is Mr. P. B. Handy, who entered 
the company’s service in 1912. 

Mr. Handy, of recent years, has devoted himself largely to travel 
abroad for the purpose of developing business, primarily for Caldwell 
but which, incidentally, redounds to the benefit of American foreign 
commerce. 

I have been in the employ of the company since 1918, and have 
devoted my time principally to the general forwarding problems of all 
of the company’s clients. That, during my years of service with 
Caldwell, I have established some statute in the forwarding and 
brokerage field is attested to by the positions to which I have been 
elected or appointed in organizations and agencies having to do with 
the foreign commerce of the United States, and particularly with the 
relationship of the forwarding and brokerage field thereto. 

I am vice president of the Customs Brokers and Forwarders Asso- 
ciation of America, Inc.; director and treasurer of the Steamship 
Freight Brokers Association; a member of the Committee on Foreign 
Freight Forwarders of the Commerce and Industry Association of 
New York, Inc.; a panel member of the Industry Advisory Group 
attached to the Bureau of Foreign Commerce, Department of Com- 
merce, Washington, D. C.; the former treasurer of the Joint Committee 
of Foreign Freight Forwarders Associations, now defunct; consultant 
to the Comptroller of the Economic Cooperation Administration, 
Washington, D. C., from July 1948 to December 1950, as an expert on 
ocean transportation and marine insurance problems, and a member of 
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the Foreign Commerce Club of New York and the Traffic Club of 
Philadelphia. 

[ should like to mention that we consider the operations we do for 
all the oil companies is a brokerage function. I think I had better 
read a summarization of just why we do so. 

Mr. Tuompson. Mr. Biegen, may I interrupt there? 

This will be put into the record in entirety. It will be given 
thorough study. 

Suppose, in the interests of time, counsel asks you certain questions, 
and get those out of the way? Then, if there are additional comments 
that have not been covered by his questions, you will have full op- 
portunity to expound your views. 

Shall we proceed that way? 

Mr. Brecen. Yes. 

Mr. Warren. Mr. Biegen, how many persons are employed in 
the Caldwell firm? 

Mr. Brecren. About 52, sir. 

Mr. Warren. Is the Caldwell firm solely engaged in freight 
forwarding? 

Mr. Brecen. No, sir; freight forwarding and freight brokerage and 
marine insurance and chartering, also. 

Mr. WarrEN. Are they also steamship agents? 

Mr. Brecen. No, sir. 

Mr. Warren. Were they steamship agents in the past? 

Mr. Brecen. Some years ago we had some kind of arrangement 
with a Puerto Rican organization which had one ship, but that is 
about 4 or 5 years ago, I should say. 

Mr. WarREN. In 1954? 

Mr. Brecen. No; not as recently as that, sir. 

Mr. Warren. I have before me an advertisement in which you 
apparently advertise as a steamship agent, dated 1954. 

Mr. Bizeen. Where is that from? 

Mr. Warren. Marine Progress. 

Mr. Bowuisy. You are thinking of Caldwell Co.,of Jacksonville, 
Fla.—no relation at all. 

Mr. Warren. No relationship? 

Mr. Brecen. None at all. 


Mr. Warren. Does your firm have a substantial number of shipper 


ly > 


chlents? 

Mr. Brecen. About 87. 

Mr. Warren. So the three accounts about which we are talking in 
these hearings represent a small number of your clients? 

Mr. Bregen. Well, I would say so—in numbers. 

Mr. Warren. How about tonnagewise on the three accounts under 
consideration; namely, Esso Standard, Socony Vacuum, and one 
other? 

\[r. Bre@en. Standard Vacuum. 

Mr. Warren. Would you say that they account for the majority 
ol tonnage handled by your firm? 

\Ir. Brecen. I would say so. 

Mr. Warren. Would you estimate the percentage of brokerage 
received from the combined three accounts, as compared to the total 
brokerage received by your firm from the 87 accounts? 

Mr. Breeen. I wouldn’t know, sir. 
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Mr. Warren. Couldn’t you give us an estimate? You have 
indicated that the tonnage is greater. Would you therefore say that 
brokerage is greater on the 3 accounts than it is on the other com- 
bined accounts? 

Mr. Briecen. I should say about 50 percent, sir. 

Mr. WarreEN. The three accounts represent 50 percent of your 
total brokerage receipts? 

Mr. Turk. I would be glad to furnish it to you. 

Mr. Biecen. Those are carrier records, so I don’t know exactly. 

Mr. WarreEN. We do not need it, unless you want to furnish it. 
An approsimation is what we are interested in now. 

With respect to the services that you render to Esso, and to the 
carriers involved on those shipments, do you substantially affirm the 
testimony of Mr. Appleman? 

Mr. Brecen. Generally speaking, sir, yes. 

Mr. WarreEN. In which respect do you disaffirm that testimony? 

Mr. Briecen. I disagree with some of his conclusions, perhaps. 

Mr. Warren. Would you indicate in which respect your testimony 
differs from Mr. Appleman’s 

Mr. Brecen. I am not talking about services, sir. I will be glad 
to itemize for your edification, the services, sir. 

Mr. Warren. If there is no difference, we will accept them. 

Mr. Bircen. I will be glad to give it to you. 

I can enumerate 20 different services of a very substantial nature 
which we performed for these good companies, over the recent years. 

It does give a very broad picture of service to the shipper and the 

carrier, sir 

Mr. Tuompson. Will you supply that for the record, sir? 

Mr. Brecen. I will be very happy to. 

(Types of services performed by Celdwell in behalf of oil company 
clients:) 


1. Comparisons of berth-term rates on refinery material, pipe, cement, and 
general cargo, including heavy lifts, extra lengths, and girths, to Persian Gulf 
versus eastern Mediterranean. 

2. Comparative rates on asphalt to west Africa from Canada, New York, 
Mexico and Trinidad. 

3. Surveys to develop deep tankspace and data on coils, hose, pumps and con- 
nections, from Scandinavian ports to eastern Mediterranean ports. 

4. Negotiations with conferences and steamship lines, to develop a mutually 
satisfactory phraseology in bulk oil contracts. 

5. Bookings have been accomplished and bulk oil contracts were prepared from 
North Atlantic ports as well as gulf ports to diversified destinations. 

6. Surveys have been made into shipping liquid petroleum gas and arranging 
the return of empty cylinders in certain markets. 

7. Surveys have been made to develop rates and services on tank material 
from the United Kingdom to West Africa. 

8. Surveys have been made into conference versus non conference rates on 
petroleum products to the Continent. 

9. Surveys have been made into shipping cargo to Cyprus by direct port of call 
compared with best transshipment port, due to unsettled conditions in Egypt. 

10. Surveys have been made into rates and service on paraffin wax from Nether- 
lands East Indies (Indonesia) to South America, via New Orleans. 

11. Bookings were arranged for several thousand tons of pyrites from north 
Africa to north coast South American ports. 

12. Surveys have been made into shipping crude paraffin wax, in bulk, in deep 
tanks, to Germany. 

13. Surveys have been made into the movement of oil refinery equipment 
from the Pacific coast via the United States gulf to Italy. 

14. Many chartering rate indications developed on asphalt to diversified desti- 
nations, 
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15. Surveys as to rates and services from Great Lakes ports to various foreign 
destinations. 

16. Considerable negotiations leading up to shipment of an important Italian 
‘efinery project. 

17. Exhaustive surveys made into the Fawley refinery project and valuable 
assistanee rendered in conference negotiations for rate adjustments. 

18. Surveys made and correspondence exchanged on f. o. b./f. a. s. sales for 
export in relation to steamship conference contracts. 

19. Participation in prolonged negotiations for the movement of 30,000 drums 
gasoline usually routed via an east African port, but rescheduled to a west African 
port to meet deadline deliveries in the interior. Negotiations included the con- 
ferences with marketing and shipping department representatives and top execu- 

; of interested carriers. Due to great lack of freight space, appeal was made 

) Mr. Charles McGuire, then Director of the National Shipping Administration 

in Washington, for allocation of additional tonnage in the west African trade. 

Shipping space finally became available, bookings were made, and the 30,000 
irums were shipped. 

20. Broad survey made on many petrochemiéals to various destinations, to 
levelop rates to apply. 

Mr. Turk. Will you permit the witness to read into the record 
what he says he does for Esso Standard? Then you can compare it. 

\lr. THompson. Proceed, Mr. Biegen. 

\[r. BreGen. Esso prepares its own export declarations at New 
York. Caldwell’s representatives receive Esso’s unsigned export 
declaration and individual export licenses required by Government 
regulations at the office of Esso, take them to Caldwell’s office, where 
an experienced clerk examines them for any omissions of information 
required by Government regulations. If an export declaration is in 
apparent good order, the clerk delivers it to one of Caldwell’s customs 
clearance clerks who signs his name thereto, as attorney-in-fact of 
Esso, pursuant to a limited power of attorney, in the presence of a 
United States customs clerk. Caldwell’s customs clearance clerk has 
a registered customhouse number which he must place on the export 
declaration opposite his signature, 

Caldwell’s customs clearance clerk goes to a United States customs 
clerk who examines the specific export license and the export declara- 
tion to determine if they are in susbstantial agreement and if any 
question should arise as to the description of commodities, or any 
material facts, the United States customs clerk may reject the export 
declaration for further clarification, in which case, in the event of 
urgent necessity, because of the proximity of the steamship’s sailing 
time, Caldwell’s customs clearance clerk makes phone contact with 
the Esso clerk who prepared the export declaration for necessary 
verification of facts or correction of the description or other material 
fact. In other instances, relating to what are known as purchased 
materials (i. e., other than their own products) Esso has previously 
obtained a dollar limit license from the Department of Commerce, 
Bureau of Foreign Commerce, Washington, D. C., which has been 
filed in the United States customhouse at New York, and again, 
which individual! export declarations would be charged. 

In such cases, Caldwell’s clerk collaborates with the United States 
customs clerk in securing the DL license from a receptacle where all 
such licenses are filed, and then the procedure would be similar to that 
in cases of the individual license in clearing the export declaration. 

Mr. Warren. For all these services, you are paid forwarding fees? 

Mr. Brrgen. No, sir. We consider this a brokerage service. 

Mr. Warren. Are you paid forwarding fees for brokerage services? 
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Mr. Brecen. We consider it a brokerage service. 

Mr. Warren. What are you paid for? 

Mr. Brecen. Let me answer in my own time, please. 

We receive the forwarding fees for the matter of taking care of all 
the consular documentation necessary, for which clerks are provided, 
and also for the depositing of export lighterage orders with the respec- 
tive railroads downtown. 

Mr. Warren. Did not Esso tell us that they paid you for perform- 
ing what they called messenger work in New York? 

Mr. Biecen. There is more than messenger work involved in this. 
This is work of benefit to the carrier. 

Mr. Warren. Now, sir, that raises an interesting question: Is it 
your conception that the services that happen to be ‘of benefit to the 
‘arriers are compensable in brokerage? 

Mr. Brecen. Yes, sir. 

Mr. WarreEN. So everything that you do that falls under the 
category of value to a carrier is justification for the payment of broker- 
age? 

Mr. Brecen. Exactly. 

Mr. Warren. That is your position? 

Mr. Biecen. Yes, sir. Then it is also sustained by the fact that 
the Pacific westbound conference incorporated in its rule a require- 
ment that the export declaration just also be passed through customs 
in addition to being authorized to book cargoes. That was approved 
by the Federal Maritime Board. 

Mr. Warren. Suppose, Mr. Biegen, that a steamship solicitor 
obtained certain business for the lines and subsequently a freight 
forwarder was designated. Do you feel that the steamship Jine has 
benefited you in that case? If you do feel that way, should not you 
pay the steamship line for it? 

Mr. Brecen. Sir, the steamship lines solicit shippers. They solicit 
forwarders. We have a half dozen every day come in and solicit our 
accounts, and as a consequence, the operation is interchangeable. 
They contact shippers and forwarders, both. 

Mr. Warren. You are saying that steamship solicitors then are not 
valuable? 

Mr. Brecen. I do not say that, sir. They have great value to their 
own lines. 

Mr. Warren. Do you believe that they ever secure and are re- 
sponsible for the securing of cargo for their own lines? 

Mr. Brecen. Yes; I do. 

Mr. Warren. If, subsequently, a forwarder comes into the picture, 
and is designated by the shipper, doesn’t that create business for you? 
If it does, is it not a benefit to you, and should not you pay the steam- 
ship lines for it? 

Mr. Biscen. I don’t follow the analysis there. 

Mr. Warren. Please proceed. 

Mr. Davipson. Let me ask you a question, Mr. Biegen. 

You have been telling us about what this fellow does in the custom- 
house; is that it? 

Mr. Bircen. Yes, sir. 

Mr. Davipson. This is just one man that you have there? 

Mr. Brecen. Several men. . 

Mr. Davipson. How many men do you have there? 
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Mr. Bracen. We have 15 altogether. 

Mr. Davipson. Fifteen on this one shipment. 

Mr. Brecen. Just one man, sir. 

Mr. Davipson. He does what, now? Repeat what be does, and 
how much time it takes him to do that. 

Mr. Bingen. Well, the total operation may take as long as 15 
minutes for each declaration. 

Mr. Davipson. For each declaration. How many declarations 
would there be in connection with the one shipment? 

Mr. Brecen. Do you want to know the total for the year, sir? 

Mr. Davipson. No; the total for one shipment. 

Mr. Brecen. For one shipment. Each declaration represents a 
shipment or a bill of lading. 

Mr. Davipsoy. All right. Now, it takes him 15 minutes; is that 
right? 

Mr. Brecen. It might take him 15 minutes. I won’t say it neces- 
sarily does. There are lines in the customs which are sometimes 
very, very long, especially on a Friday. 

Mr. Davipson. After he is through with what you have described, 
is he through with his work on behalf of the Caldwell Co. for that 
particular shipment? 

Mr. Brecen. No. I want to proceed. I will be glad to read it, 
if the chairman permits. 

Mr. Davinson. Yes. 

Mr. Brecen. After the shipper’s declaration has been duly verified 
as correct, Caldwell’s customs-clearance clerk takes the approved 
declaration to another United States customs clerk who numbers 
3 copies thereof, when an individual license is involved, and numbers 
4 copies when a D. L. license applies. 

In either case, the United States customs clerk, who arranged to 
place the registration number on the export declaration, returns to 
Caldwell’s customs-clearance clerk 1 numbered copy of the export 
declaration, retaining the other 2 or 3 as the case may be. 

In passing, it should be mentioned that in the case of both specific 
and D. L. licenses, one copy of the export declaration is forthwith 
sent by the United States customs service to the respective pier 
where the cargo will be loaded. The other 1 or 2 copies of the export 
declaration are retained by the United States customs clerk for 
statistical purposes, in New York and Washington. 

Upon securing the validated export declaration, Caldwell’s customs- 
clearance clerk returns the shipper’s export declaration to Caldwell’s 
office. An office record is made of the declaration number and all 
essential data thereon to minimize difficulties for the shipper and the 
carrier in the event the declaration should be lost. 

Thereupon, Caldwell’s clerk in charge arranges to send a Caldwell 
messenger to the interested steamship office to secure a steamship 
delivery permit, so that the cargo may be ordered alongside the vessel 
by Esso. 

In order to procure these steamship delivery permits, the Caldwell 
messenger must present to the interested carrier the validated export 
declaration, for which he receives in exchange the required delivery 
permit, which is issued in triplicate—by the way, 1 goes to the clerk 
and 1 is retained in the office—and upon which the steamship permit 
clerk inserts the number of the relative export declaration and which 
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specifies the date and time when cargo must be alongside vessel, 
and the pier to which the cargo is to be delivered. 

Mr. Warren. Did I understand your testimony earlier to indicate 
that the forwarding fee that is paid to you is not calculated to cover 
the expense of preparing and filing the export declaration? 

Mr. Brecen. No, sir; we consider that a brokerage function. 

Mr. Warren. Is that correct? 

Mr. Brecen. Yes, sir. 

Mr. Warren. Of what association are you a member? 

Mr. Brecen. I mentioned two of them, the Customs Brokers and 
Forwarders Association of America, and also the Steamship Freight 
Brokers Association of New York. 

Mr. Warren. You are not a member of the New York Freight 
Forwarders. 

Mr. Brrcen. No, sir; we are not. 

Mr. Warren. I have one other question. You consider that a 
brokerage question? 

Mr. Brecen. The Federal Maritime Board does, too. Yes; I do. 
I said that before. 

Mr. Warren. Now, sir, do you believe that it is the shipper’s 
obligation to prepare and file the export declaration? 

Mr. Brecen. It may be his obligation, yes, sir; but it is also neces- 
sary for the carrier to have it in its possession before it can receive the 
cargo, and also before it can clear its manifest. 

Mr. WarREN. But you do recognize that the preparation of the 
export declaration is the responsibility of the shipper. You have just 
said that. But, you do not think that you should receive a fee from 
the shipper for this; is that correct? 

Mr. Brecen. That is correct. 

Mr. WarREN. Proceed, please. 

Mr. Brecen. Caldwell’s messenger then returns the steamship 
delivery permit to Caldwell’s office and the clerk in charge sends it 
uptown to Esso via the shuttle messenger for delivery to Esso’s 
ordering-out department. 

It should be mentioned that the first intimation which the steam- 
ship company receives that the cargo of the shipper will be delivered 
to the vessel in accordance with a booking arrangement is when the 
export declaration is presented to the permit clerk and a permit 
called for. 

Prompt delivery of the export declaration and calling for the delivery 
permit by Caldwell enables the steamship company to make an early 
layout of its stowage plan so as to assure the most economical use of 
the vessel’s space. 

At all ports, other than New York, Caldwell, through its local 
agents, renders substantially the same services as above set forth, 
with regard to the export declaration, and the permit, where loc ally 
used. 

Socony also prepares its own export declarations at New York. 
The service which Caldwell renders to Socony with respect thereto 
differs somewhat, however, from the services rendered to Esso. 

It should be pointed out that Socony, unlike Esso, is located in 
downtown New York, near Caldwell’s office. Caldwell’s representa- 
tive, who obtains the export declaration from Socony, has sufficient 
skill and technical knowledge to make it unnecessary for him to come 
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to Caldwell’s office for instructions. Due to his training and knowledge 
he is able personally to examine the export declaration for any deficien- 
cies and proceeds directly to the United States customhouse. He 
signs the export declaration pursuant to limited power of attorney. 
as in the case of Esso, and otherwise his procedure is similar to that 
referred to in the case of Esso. 

He also directly, and without instructions from Caldwell’s office 
staff, proceeds to make contact with the steamship company and 
take the necessary steps to obtain the delivery permit and deliver 
the same directly to Socony’s office. 

At times this one Caldwell representative is unable to handle the 
entire workload and in such cases, Caldwell furnishes him additional 
competent assistants. 

In other ports through which Socony sends its cargoes abroad, 
Caldwell renders substantially the same services as above set forth, 
except that it renders these services through its local agents or repre- 
sentatives. 

In the case of Standard Vacuum, which also has its office in down- 
town New York, the procedure is similar to that above-outlined in 
the case of Socony, with the exception that Standard Vacuum swears 
to its export declarations at its own office and by its own personnel 
and Caldwell’s representatives do not call at the steamship company’s 
office for a dock permit. 

It should be emphasized here that all of Caldwell’s personnel, who 
clear export declarations through the United States customhouse, 
are individually registered with the United States collector of cus- 
toms. Upon such registration, the collector of customs issues to 
each such representative a distinctive serial number and a registration 
card which bears this number and a photograph of the registered 
representative. 

The collector of customs will not, in any case, issue an export 
declaration unless it bears the identification number of the registered 
clearance clerk, who presents the export declaration. 

As intimated above, without the validation of the export declara- 
tion by the United States custom house, the shipper or its repre- 
sentatives are unable to obtain delivery permits, authorizing them to 
deliver their merchandise to the ship’s dock. 

The regulations of the Department of Commerce, Bureau of Foreign 
Commerce, will be referred to after I complete the factual statement 
of our services. 

In some instances, principally on purchased materials, Esso prepares 
lighterage delivery instructions to railroads, attaching thereto the 
delivery permits secured by Caldwell, and also the dock rece ipts which 
have been prepared by Esso. 

These documents are turned over to Caldwell’s messenger for 
transmittal to the Caldwell clerk in charge downtown, who, in turn, 
directs a Caldwell messenger to deliver the lighterage order with at- 
tached permit and documented rec eipt to the interested railroad, obtain- 
ing a receipt therefor, for delivery to Esso by the shuttle messenger. 
No similar service is performed for either Socony, or Standard Vacuum. 
We consider that as a forwarding service. 

Esso prepares the ocean bill of lading in its office and, when com- 
pleted, turns it over to Caldwell’s shuttle messenger for transmittal 
to Caldwell’s clerk in charge downtown. This clerk removes two 
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copies of the ocean bill of lading from an entire set, which may consist 
of as many as 30 copies, retaining two copies for follow-up, to secure 
the processed and signed ocean bill of lading later on from the steam- 
ship company. The remaining copies are promptly dispatched by a 
Caldwell messenger to the office of the steamship line for processing, 
which consists of (1) matching the description, number and kind of 
packages, marks and numbers, weights and measurements, against 
the respective dock receipt, and, to the extent applicable, against the 
export declaration, and (2) the rating of the bill of lading, i. e., the 
insertion of the proper freight rates and the computation of the 
total freight charged. 

Mr. THompson. Mr. Biegen, if I may interrupt, that is a proce- 
dural matter, with which I think we are all familiar. Whose responsi- 
bility is it to prepare the bill of lading? 

Mr. Brecen. For the carrier to issue. 

Mr. Warren. You believe that the carrier should prepare and 
issue it? 

Mr. Brecen. Yes. 

Mr. Warren. Then, you believe the carrier should pay for it? 

Mr. Brecen. In the matter of brokerage, yes. 

Mr. THompson. What you are developing here will be included in 
some more questions that counsel has to ask of you. 

As I stated in the beginning, I believe that if he continues to ask 
you these questions, you may later expound on points he missed. 
Will counsel proceed? 

Mr. Warren. Mr. Chairman, I would tike to call Mr. Appleman 
back to the stand. Will you take the stand, Mr. Aprleman? 


STATEMENTS OF R. A. APPLEMAN, TRAFFIC MANAGER; AND R. E. 
KERESEY, COUNSEL, ESSO STANDARD OIL CO.—-RESUMED 


Mr. Warren. Mr. Appleman, does Esso pay forwarding fees for 
services rendered by the Caldwell firm? 

Mr. AppLeMaNn. Yes, we do. 

Mr. Warren. Now, sir, for what services are these forwarding fees 
paid? 

Mr. AppLeMaNn. For the clearance of the ocean bill of lading, the 
export declaration. 

Mr. Warren. Is there a specific charge for each of these services? 

Mr. AppLeMAN. No, sir; there is an over-all charge. 

Mr. Warren. For this messenger service you have described? 

Mr. AppLeMAN. For all of the services which they perform for us of 
that nature. 

Mr. Warren. And “that nature’ consists, as I think you have 
indicated in previous testimony, of the dissemination of previously 
prepared documents, is that correct? 

Mr. Aprteman. That is right. I also mentioned that they do pre- 
pare some papers for us in New Orleans and Houston, and occasionally 
at outports. 

Mr. Warren. Now, Mr. Biegen, you have stated that you are 
compensated by Esso, but you are not compensated for the dissemina- 
tion of these documents. Esso states that you are. There is a con- 
flict in the testimony. 
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Mr. Brecen. There is apparently a matter of interpretation in- 
volved. 

Mr. Warren. Oh, there is? Would you explain it? 

Mr. Brecen. There is nothing to explain, sir, except we interpret 
t one way and Mr. Appleman interprets it another way. 

Mt. Turk. Mr. Biegen, will you answer as to what you think you 

e paid for by Esso, and what you do not think you are paid for? 

"he BrecEN. As mentioned before, I think we are paid for the broad 
forwarding services throughout the United States plus the presenta- 
tion of any lighterage orders to the railroad companies involved, and 
attending to all necessary consular formalities. 

Mr. WarreEN. But you disagree with the Esso Co. that they are 
paying you for the messenger se rv ice which you are performing; is that 
the substance of your testimony? 

Mr. Brecan. I say—— 

Mr. WarrEN. Please answer the question, sir. 

Mr. Breeen. Well, we probably differ in the interpretation of 
what the services represent, and the fee that is paid therefor. 

Mr. Turk. Is there an agreement in writing between the two? 

Mr. Breeen. Sir? 

Mr. Turk. Is there an agreement in writing between the two? 

Mr. Brrcen. No, sir; nothing written about that. 

Mr. THompson. Do you recall that Mr. Appleman, or some agent 
of his company, indicated to you at the time they began to pay fees 
that if they were not sufficient to offset the expense with a reasonable 
profit, they would increase them? 

Mr. Breaen. That is true. 

Mr. THompson. If he, in your opinion, is not paying you for all 
the services you perform, why aren’t you taking him up on on that 
offer? 

Mr. Brearen. I think we are being properly compensated. 

Mr. THompson. You feel that the messenger services performed, 
as mentioned by counsel, are for the interests of the carrier? 

Mr. Breaen. That is right. That is our interpretation of it. 

Mr. Warren. Mr. Appleman, with respect to the specific services 
that you have heard Mr. Biegen read and state to us, do you pay a 
forwarding fee for such services? 

Mr. AppreMan. Well, I think the difference here is because he 
interprets certain checking, and so on, as necessary as an agent of the 
steamship line. We have never requested that he check our docu- 
ments or scan them for accuracy or anything like that. What we 
have definitely tried to work out an understanding with him on was 
on the clearance of ocean bills of lading, the export declaration, and 
the consular papers through the consul, and delivery of all those 
papers to the steamship line. 

Our understanding is that the fee they are charging us is to cover 
the cost of doing all those things. 

Mr. Warren. Thank you, sir. 

Mr. THompson. Could you indicate the approximate salaries you 
pay to these clerks who perform messenger services, and who are 

vistered at the custom house? 

\Ir. Brecen. Between 50 and 60 dollars a week. 

\[r. THompson. The people who prepare these documents, Mr. 
Appleman, are they lew-salaried clerks or are they technical personnel? 
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Mr. AppLEMAN. The ones who prepare the documents are clerks. 
They get considerably more money than here indicated. 

Mr. Tuompson. They get considerably more than $50 or $60 a 
week? 

Mr. ApPLeMAN, Yes, sir. 

Mr. THompson. Proceed. 

Mr. Warren. I take it that you disagree with counsel who appeared 
in behalf of forwarders before the Supreme Court when it was argued 
that the preparation of the documents, clearing them through cus- 
toms, and any number of other services mentioned, were services that 
forwarders must. perform for shippers? 

Mr. Brrcen. Well, I don’t say I disagree with it, sir, but I know 
that there were new interpretations made since that time. 

This was in 1946, and since that time the export control regulations 
have come into being, which puts an entirely different aspect on the 
export declaration work. It is an entirely different situation. 

Mr. Warren. Mr. Biegen, do you have any other accounts on 
which you render as little or less service than you render on the 
Esso account? 

Mr. Brecen. I wish you wouldn’t make the connotation that it is 
little, because we believe we perform the services. 

Mr. Warren. I did not want to imply that. Do you understand 
the question? 

Mr. Brecen. Will you repeat it? 

Mr. THompson. Pardon me, Mr. Appleman. I believe that con- 
cludes what we need of you. We will allow counsel for Mr. Biegen 
to resume his place. 

Counsel asked the question as to whether or not you have any 
other clients who designated you as broker, and for whom you perform 
services at no greater benefit to them? 

Mr. Brecen. That is true. We do. 

Mr. THompson. You do have others? 

Mr. Brecen. Yes. 

Mr. THompson. Would you care to name them? 

Mr. Brecen. There are quite a number of them, sir. We can 
give them to you in confidence. 

Mr. THompson. Will you furnish those to the committee? 

Mr. Brecen. Yes, sir. 

Mr. Warren. Mr. Biegen, do you have the General Motors 
account? 

Mr. Brecen. Yes; we do. 

Mr. Warren. This will later be made a matter of public record. 
That is the only reason I mentioned the name. In reference to that 
account, will you briefly describe the services rendered? 

Mr. Brecen. We prepare the export declaration and process it 
through customs, and secure permits if necessary. 

Mr. Warren. Do you receive a forwarding fee? 

Mr. Brecen. We do not, sir; no. 

Mr. Warren. They are the services that you consider you are 
rendering to carriers? 

Mr. Brecen. Exactly. 

Mr. Warren. Do you have any clients from whom you receive a 
forwarding fee and for which you prepare export declarations? 

Mr. Brecen. I didn’t quite get the question, sir. Do we have any 
clients? 
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Mr. THompson. Do you prepare any export declarations for any 
clients, sir? 

Mr. Brecen. Yes; we do. 

Mr. Tuompson. Do you collect forwarding fees for such duties? 

Mr. Brecen. No, sir. 

Mr. Tuompson. In any case? 

Mr. Brecen. Except in Puerto Rico. 

Mr. THompson. Do you consider the preparation of an export 
declaration a forwarding function or a broker function? 

Mr. Biecen. I consider it a broker function, sir. 

Mr. THompson. Proceed. 

Mr. WarrREN. Sir, in Puerto Rico, did you say that you prepare 
export declarations in certain cases? 

Mr. Brecen. That is right. 

Mr. Warren. Are you paid for that? 

Mr. Brecen. Yes, sir. 

Mr. WarrEeN. By whom? 

Mr. Brecen. By the shippers. 

Mr. Warren. Well, are you not rec elving § 4 gratuity, since you do 
not consider this a service for the shipper? 

Mr. Brecen. I wouldn’t call it a gratuity, sir, because there is no 
situation that has any brokerage consideration. 

Mr. Warren. Brokerage is not paid in commerce to the territories. 

Mr. Brncren. That is right. 

Mr. Warren. But you do accept this compensation for a similar 
service that is performed in foreign commerce? 

Mr. Brecen. I think the case is somewhat different, because he 
comes to you and more or less employs you to make this particular 
export declaration. 

Mr. Warren. Doesn’t the shipper employ you in the foreign trade? 

Mr. Brrcren. Yes; but the process is quite different. In Puerto 
Rico there is no license of any kind, which complicates it very 
considerably. 

Mr. Warren. Mr. Chairman, I have no further questions. I think 
we have the statement in the record. I think it will be a matter for 
the committee to weigh. 

Mr. Davipson. I have no further questions at this time. 

Mr. Brecren. Continuing the statement, Caldwell follows up the 
steamship lines’ bill-of-lading department by phone in an effort to 
secure the processed and signed ocean bill of lading as promptly as 
possible and, when ready, the clerk in charge dispatches a messenger 
to the steamship’s office bill-of-lading department where Caldwell’s 
messenger signs a due bill for the fr eight charges when cargo is prepaid 
and merely secures the processed and signed bill of lading when 
freight is collect. 

Sometimes, an onboard bill of lading is necessary and care must be 
exercised to obtain this type document when required. 

After Caldwell’s messenger obtains the processed ocean bill of 
lading he delivers it to the Caldwell clerk in charge who compares the 
said bill of lading with the copy retained for follow up and, if found in 
good order, there supon sends all three signed original bills of lading and 
the balance of the nonnegotiable copies to Esso’s office by the shuttle 
messenger, for further action by Esso. 

At ports other than New York, a similar course is followed with 
regard to Esso’s bill of lading, excepting that, in New Orleans, with 
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respect to purchased materials, Caldwell’s agents prepare the bill of 
lading as well as processing it through the steamship line’s office. 

Caldwell has no contacts whatsoever with the bills of lading of 
Socony with regard to shipments moving through the port of New 
York. However, with regard to all ports other than New York and 
Philadelphia, Caldwell, threugh its agents, prepares ocean bills of 
lading and processes them as above, or completes bills of lading 
partially prepared by Socony and, in any case, arranges for the 
processing thereof. 

In Philadelpbia, Caldwell, through their own employees, prepares 
the export declaration and the bill of lading but Socony processes the 
sume through the customhouse and through the steamship office, 
respectively. 

As regards Standard Vacuum, Caldwell has no contact with the bill 
of lading except that in Philadelphia, where Standard Vacuum and 
Socony have some intercompany arrangement, Caldwell’s represent- 
ative prepares both the export declaration and the bill of lading, and, 
without processing either, delivers the same to a representative of 
Socony. 

Caldwell receives brokerage from the steamship line on the ship- 
ments of Socony from Philadelphia, but not on the shipments of 
Standard Vacuum. 

On shipments to most Latin American destinations, consular in- 
voices and/or certificates of origin are required. These documents 
are all prepared by Esso in hier office and in due course are turned 
over to a Caldwell consular messenger clerk, also stationed at Esso’s 
office uptown. Esso likewise delivers to Caldwell’s messenger clerk 
the necessary consular fees in the form of cash or check, as may be 
required, so that the document may be legalized. 

‘he Caldwell consular messenger clerk delivers the consular invoice 
and/or certificate of origin with the required fee to the office of the 
interested consulate, making certain that such delivery is effected 
within the specified office hours allowed by the consulate, usually 
between 10 a.m. and2 p.m. Most Latin Americ an consulates insist 
on retaining the documents so presented for visa at least 24 hours, 
and in some cases 48 hours, before the legalized document may be again 
secured by Caldwell’s consular messenger clerk for delivery to Esso. 

In some cases it is a prerequisite of Latin American consulates that 
certification must first be obtained by the Association of Commerce 
& Industry of New York, so that, after a consular invoice and certifi- 
cate of origin is prepared by Esso, Caldwell’s messenger clerk must 
first deliver the said document to the Commerce Industry Association 
of New York, whose office is located downtown, returning the certified 
document to Esso for further processing by Caldwell. 

Caldwell renders no service to either Socony or Standard Vacuum 
similar to that referred to above in this paragraph. 

For the services rendered by Caldwell of a forwarding nature to 
Esso, as distinct from the brokerage services rendered the steamship 
lines, Caldwell received compensatory fees from Esso. Caldwell 
renders no forwarding service to Socony or Standard Vacuum at New 
York and, accordingly, makes no charge to them. 

Caldwell, through its agents at ports other than New York, renders 
a full forwarding service, including such items as tracing merchandise 
to the port, ordering it to the vessel, attending to consular invoice 
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documentation and the like, and Caldwell’s agents at these ports 
charge Socony a compensatory fee therefor. 

[ shall below set forth to the committee the distinction, as I see it, 
between forwarding services for which a forwarder should properly 
look to the shipper for compensation and the brokerage services for 
which he should look to the carrier by way of brokerage commissions. 

Before addressing myself to that point, however, I desire to cover 
additional services which Caldwell renders to its shippers in general, 
and the above-named shippers in particular which, in my judgment, 
partake of the nature of brokerage services. 

When Caldwell learns that space has been booked for the transporta- 
tion of its client’s cargo, it promptly confirms such booking in writing 

ith the steamship company. ‘This service is rendered in the case 
of Esso and Socony but not in the case of Standard Vacuum. 

Few shippers indeed have any means whereby they can keep them- 

lves supplied with current information relative to the rates charged 
y steamship lines. These rates (other than rates charged by non- 
conference carriers) are established by steamship conferences, operat- 
ing under section 15 of the Shipping Act of 1916. 

Their tariffs are generally voluminous and may be consulted at the 
office of the conference or at the office of the Federal Maritime Board 
in Washington, D. C, 

While it is a tremendous advantage to the shippers, it likewise 

lounds to the benefit of the carriers that Caldwell distributed among 

shippers, in looseleaf form, current tariff information relative to all 
steamship lines of whose services they may desire to avail themselves. 
Because of the looseleaf form in which these compilations are distri- 
buted, it is simple for the shipper to substitute new and current sheets 

old and outmoded sheets. In this way, the shipper has available 
he desired information and the carriers are spared the need for 
reproducing a considerable number of tariffs and of furnishing infor- 
nation pursuant to numerous telephonic and telegraphic inquiries 

addition to those which would normally come in, in the ordinary 
course of the mails. 

Next I desire to refer to the consultative services which our company 
holds available to its shippers. 

As noted at the outset, our executives have been most familiar with 
le export trade in petroleum products over the course of many years. 

It is not a matter of every day occurrence, but from time to time 
hese companies do call upon our officers to assist them in reaching 
determination as to the best manner in which to deal with specific 
(ransportation problems. 
Of course, our company exercises its very best judgment in counsel- 
our clients, as between use of common carriers and chartered 
inage, to cover specific situations. However, to the extent that 
| our judgment the services of common carriers would be most 
litable to our clients’ interests, the results are a flow of traffie by 
ay of the common carriers, which otherwise they might not enjoy. 


: One continuing form of service requires mention here. We from 
time to time receive from our clients, including two of the petroleum 
exporting companies herein referred to, requests for comparative 


tudies of the rates from the United States to a foreign market and 
| orresponding rates from competing foreign sources to the same 
market. This information is vital to both shipper and carrier. The 
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shipper is interested because prohibitive freight rates from the United 
States ports would close the foreign markets to American shippers. 
The information is vital to the steamship lines because prohibitive 
freight rates would choke off the supply of cargo to be carried. 

The comparative studies which we make enable our clients to present 
to the carriers logical requests for rate adjustments. I know from 
experience that no contention for a rate reduction finds such ready 
acceptance with steamship conferences as the contention that carriers 
from foreign sources of supply are charging rates so low as to prejudice 
the American markets. The result of the information which we 
produce enables shipper and carrier to come together on rates that 
permit the American product to flow in the maximum volume at 
rates which are compensatory to the carriers. 

Finally I come to the matter of the movement of oil well and oil 
refinery machinery and equipment. Such movements perhaps af- 
ford a specific illustration of the consultative services referred to in 
the last paragraph. 

The movement of such vast items of equipment poses a problem 
which is a challenge to anyone engaged in ocean traffic, and to the 
extent that the advice given by Caldwell results in a flow of this 
traffic by common carrier tonnage, tremendous benefit is enjoyed by 
the carriers, who regularly pay brokerage to such firms as Caldwell. 

It might be mentioned that incidentally if the movement should 
be arranged for by Caldwell on a charter basis, it would enjoy a broker- 
age in excess of one and a quarter per cent. 

[ now come to the question of those services which we render which 
are in the nature of a forwarding service, and those which we render 
which are in the nature of a brokerage service. 

It is our view that any service which deals with the dispatching of 
the merchandise to the common carrier and documentation having to do 
therewith is a forwarding service. Within this category of service 
would be all arrangements connected with bringing the goods from 
points of origin to the seaboard, arrangements for lighterage, trucking, 
storage, if necessary, arranging for recoopering, obtaining of neces- 
sary consular documents, arranging for needed insurance and the like. 

It is these services for which, in our opinion, the forwarder-broker 
should look to his shipper client for compensation. 

Once the process has been entered upon which permits the ocean 
carrier to receive the cargo, issue the documents which the carrier is 
obliged to issue to the shipper, clear from the United States port and 
perform her voyage, then the services become distinctly for the benefit 
of the carrier, for the reason that they constitute performance of 
carrier’s obligations. 

For these services the carriers should make payment and the usual 
and customary form of payment is the payment of brokerage. 

Thus, with regard to the issuance of bills of lading, it is provided 
in the carriage of goods in section 3 of the Carriage of Goods by Sea 
Act (46 U.S. C., see. 1303 (3)): 

After receiving the goods into his charge the carrier, or the master or agent of 


the carrier, shall, on demand of the shipper, issue to the shipper a bill of lading 
showing, among other things * * *. 


And in subsection 7 of the same section of the Carriage of Goods by 


Sea Act: 





eh) (NT as lat 


at BS ccna et 


wii SBE 


| 
| 








5 
t 
5 
: 
i 
( 


ee nd) a ae « 


FOREIGN FREIGHT FORWARDERS AND BROKERS 651 


After the goods are loaded, the bill of lading to be issued by the carrier, master, 
or agent of the carrier to the shipper shall, if the shipper so demands, be a “‘shipped”’ 
bill of lading * * *. 

When the broker prepares and/or processes the bill of lading through 
the carrier’s office, he is per forming a service which is the legal responsi- 
bility of the carrier and it is rightful that the carrier should pay the 
broker the customary value therefor. 

Likewise, the carrier has a responsibility with respect to the proper 
issuing and processing of export declarations. | am advised that the 
Bureau of Foreign Commerce of the United States De ‘_partment of 
Commerce has, in the process of publication, a handbook entitled 
“Export Control Handbook for Carriers.’”’ Therein the following 
appears: 


I, CARRIERS’ RESPONSIBILITIES IN CONNECTION WITH THE CLEARANCE OF 
SHIPMENTS 


EXPORT 


A. Filing and authentication of export declarations 

This regulation provides that shipper’s export declarations and export 
licenses must be presented to the collector by the shipper or his forwarding agent 
and that the declaration must be authenticated by the collector—before the 
merchandise is deposited on the pier, dock, or other place of lading for loading 
onto an exporting carrier. The purpose of this regulation is to afford customs 
inspectors an opportunity to examine the merchandise to make sure that it con- 
forms to the description on the export declaration and the export license and that 
it is otherwise in compliance with the regulations. 

2. The ecarrier’s responsibility with respect to the above regulation is not to 
accept cargo for lading until receipt of its copy of the authenticated export declara- 
tion. Collectors may order unlading or return of merchandise to the United 
States when merchandise is found to have been laden prior to authentication of 
the export declaration. 


In the same handbook appears the following with respect to the 
obligations of the carrier to furnish to the collector of customs a com- 
plete cargo manifest and all required export declarations: 

4. Clearance of vessels on incomplete manitfests—By specific statutory authority 
of sections 91 and 92 of title 46, United States Code, a regulation has been issued 
by the Secretary of the Treasury permitting a master, with certain exceptions, to 
clear his vessel for a foreign port under bond on condition that a complete cargo 
manifest and all required export declarations are filed with the collector within 4 
business days after clearance of the vessel. This regulation, permitting as it does 
a grace period for filing the manifest and the carrier’s copy of the authenticated 
declaration with the collector, in noway affects the responsibility of the exporter 
or his agent to present all required copies of the declaration to the collector for 
authentication prior to depositing the merchandise on the pier, dock, or other 

lace of lading for loading onto an exporting carrier. Nor does the regulation 
relieve the earrier of its responsibility not to accept cargo for lading until it has 
received the carrier’s copy of the duly authenticated export declaration. 

[t is obvious that if the carrier should fail to obtain these essential 
documents, he could not carry on his business of transportation. 

[hus it appears that the services which Caldwell & Co. renders to 
carriers with respect to shipments of the three exporters mentioned 
in the memo attached to the committee’s communication are of such 
character that the payment of brokerage by the steamship lines with 
respect thereto is eminently justified. 

Mr. Tuompson. The chairman has made it clear that these hearings 
will recess tomorrow and will certainly not adjourn. There is a 
possibility that certain witnesses will be called back in the light of 
what is determined by closer evaluation of the testimony and the 
prepared statements. 
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The Chair might state that the subcommittee is not satisfied with 
some of the testimony we have been receiving. I can hardly see how 
your definition of what constitutes a brokerage service and what 
constitutes a forwarding service can differ so widely from other testi- 
mony of qualiied forwarders who have appeared before the sub- 
committee. 

What is your definition of a broker, sir? 

Mr. Brzcen. A brokerage service is a service of value, any services 
rendered of value to the carrier. 

Mr. THompson. You heard Mr. Appleman state that any advice 
from your company to his company as principal would not be given 
any weight whatsoever insofar as which carriers to use. How could 
you be performing a service for the carrier when your advices with 
regard to carriers are not given any weight whatsoever in the parent 
company, your principal? I am not trying to bear down on you. I 
am merely stating what has been stated here as a fact 

Mr. Birecen. I think, sir, that it has been the practice of the Esso 
organization to consult us very very materially, as this information 
I made available here a little while ago shows. There are very ma- 
terial services there which are of benefit to the carrier and to Esso 
in addition. 

THompson. In other words, you help them, whether they want 
you to help them or not. He has stated that he has not asked for 
those extra services, and does not regard them as being to their 
advantage. 

Mr. Breaen. Sir, we make many, many surveys of rate situations 
all over the world for them, in comparison with foreign products that 
would ee with the American market, perhaps, in other foreign 
fields, and, making those comparisons, we believe that the situation 
is of material benefit to the commerce of the United States, because, 
in the final analysis, they would be jr ud leed by wi hat the com parisons 
of situations are; and, in that case, they would perhaps come to the 
local conference lines and say, “Look: the United Kingdom is getting 
so much for their freight and you are billing us so much, and, in that 
case, we believe we s'iould be considered to get reductions in rates.”’ 

In this way we certainly do help them in making up their minds as 
to how these shipments should be routed and what consideration 
they might get from the conferences 

Mr. Tuompson. Do you feel that you are being adequately compen- 
sated for the services you perform for Esso? 

Mr. Brncen. We certainly do, sir. 

Mr. THompson. Do you feel that you are earning the brokerage 
bemg paid to you be carriers? 

Mr. Bracen. Yes, sir; we do. 

Mr. THompson. How then can you make that staement considering 
that Mr. Appleman states that he pays you adequately, and says that 
if not, you may ask for more, as simple as that? He further states 
that you perform no service for them in regard to the booking of cargo. 
How can you feel that you have earned brokerage in those cases? 

Mr. Brzcen. We confirm the booking of all cargo, sir. 

Mr. THompson. Does Esso ask you to do that? 

Mr. Brecen. No; but it is the custom since 1880. 

Mr. Tompson. Does the carrier ask you to do that? 


——eerereceoree 


e 
y 








FOREIGN FREIGHT FORWARDERS AND BROKERS 653 


Mr. Brecen. No; but they mentioned that it is helpful to know 
these things. 

Mr. Tuompson. It is helpful to what extent? 

Mr. Brreen. Helpful to know that the cargo is on the certain vessel. 

Mr. Tuompson. You do these services because you did them in 
1880, not because they are asked to be done now? 

Mr. Brecen. It is a continuation of what we have done over the 
years, and I belive they are of benefit to the carrier. 

Mr. Toompson. Will the testimony that you have heard today from 

Appleman cause any change in these services, which he says are 
entirely unnecessary? 

Mr. Brecen. No, sir. 

Mr. Tuompson. You are going to continue to do them whether he 
wants them or not? 

Mr. Breaen. We find it necessary to do the job properly for the 

customhouse and for the carriers, in the final analysis. 

Mr. THompson. Yet the carriers have not asked you to perform 
these duties. I am merely trying to find out for whom you are work- 
ing. The carrier has not asked you to do these jobs; neither has the 
shipper. The shipper is paying you for what he considers you are 
doing for them, and not for anything more. He has further indicated 

hat you should ask for a revision of fees if they are not adequate to 
fully cover forwarding functions. Yet, you state that you will con- 
tinue to do these things even though nobody has asked you to do them. 
That is in consideration of brokerage, is it not? 

Mr. Bregen. Exactly,sir. The special port declaration, if we don’t 

ve it complete and in proper form when we deliver it to the custom- 
house, it wouldn’t mean anything, and, furthermore, would delay the 

ing very considerably. 

Mr. THompson. Under the law, who is responsible for preparing 
an export declaration? 

Mr. Brecen. I don’t know. 

Mr. Tuompson. Does your counsel know? 

Mr. Turk. I believe that the actual preparation is the obligation 
if the shipper, but it is also the obligation of the carrier to see to it 

he has the proper export declaration before the goods are loaded, 
and within 96 hours after the vessel clears, and his duty is not per- 
med unless he has that. 

Mr. Tuompson. Whose duty is not performed unless he has the 
export declaration? 

Mr. Turk. The carrier’s. 

Mr. THompson. Under the law, is it not the responsibility of the 
shipper to furnish it? 

Mr. Turk. To prepare it. 

Mr. Tuompson. And to furnish it; and it follows that it is his 
responsibility to furnish this declaration to the carrier? 

Mr. Turx. Yes, but it is also the duty of the carrier not to accept 
inv cargo on its dock and load it unless it has been done. 

Mr. Tuompson. It has to be filed at customs. That is not a re- 
sponsibility of the carrier? 

Mr. Brncen. Yes; it is. 

Mr. Turx. I might say that the Department of Commerce, Bureau 
{ Foreign Commerce, is just now issuing a bulletin. I would like to 
read to you from this, sir, so that we may have no misunderstanding 
about this at all. 
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CARRIERS’ RESPONSIBILITIES IN CONNECTION WITH THE CLEARANCE OF EXPORT 
SHIPMENTS 


A. Filing and authentication of export declarations 

1. This regulation provides that shipper’s export declarations and export 
licenses must be presented to the collector by the shipper or his forwarding agent— 
and that the declaration must be authenticated by the collector—before the 
merchandise is deposited on the pier, dock, or other place of lading for loading 
onto an exporting carrier. The purpose of this regulation * * * 

Mr. TuHompson. At that point, is that the shipper’s responsibility? 

Mr. Turk. If you will just pardon me, this says ‘“Carrier’s Re- 
sponsibility.” I am not quibbling with you, sir. 

Mr. THompson. Perhaps they are going into the carrier’s responsi- 
bility, but they mention the word “before.” 

Mr. Brecen. I would like to support that with an advertisement 
here, please. 

Mr. Warren. Mr. Chairman, I see no purpose in engaging in con- 
troversy over legal implications surrounding these concepts. Let us 
assume that some of them are in a gray area and perhaps need clarifi- 
cation. Ido have one question in connection with this. Mr. Biegen, 
you state that the preparation and filing of an export declaration is 
something for which you should get brokerage and something for 
which you should not receive compensation from the shipper; is that 
correct? 

Mr. Brecen. Yes, sir. 

Mr. Warren. Do you believe that the preparation of the export 
declaration, and the necessary filing thereof, is a benefit to the 
shipper? 

Mr. Brzcen. I think all these things are of benefit to all concerned, 
sir. I believe that the shipper has a benefit and the steamship line 
has a benefit. Everybody has a benefit, in the final analysis. It is 
a necessary document, and everybody benefits from it. 

Mr. Warren. Then, your reasoning that the export declaration 
matter is a brokerage function is not based on the fact that it benefits 
the carrier? 

Mr. Bregen. Yes, I do. 

Mr. WarrEN. Well, doesn’t it also benefit the shipper? 

Mr. Brsecen. Of course it benefits all concerned. As it was men- 
tioned, it is a triumbirate, for the shipper, for the steamship line, and 
the forwarder. 

Mr. Warren. Then, shouldn’t you receive compensation from the 
shipper if it benefits him? 

Mr. Brecen. It is an incidental benefit. 

Mr. Warren. How can you say it is an incidental benefit? What 
is the line of demarkation? Whom does it benefit more? I do not 
know. Iam asking you. 

Mr. Brecen. It benefits the steamship carrier so he can receive 
the cargo and clear his manifest. 

Mr. Warren. Doesn’t it also benefit the shipper in the sense that 
he is able to make his shipment? 

Mr. Brecen. Yes. 

Mr. Warren. How can you say it is an incidental benefit to the 
shipper and a substantial benefit to the carrier? I do not know the 
line of demarkation. Do you? 
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Mr. Brecen. I should like to mention that I have an ad here in 
the Journal of ‘Commerce of April 22, 1954, by the American Export 
Lines, one of the subsidized carriers, saying: 


To our friends, the shippers and forwarders, export declarations 
that is very much capitalized— 

The Bureau of Foreign Commerce has called our attention again to the regula- 
tions that make it unlawful for a shipper to order cargo to a dock or a carrier to 
receive cargo on dock before the export declaration has been authenticated by 
the collector of customs. The carrier is equally responsible with the shipper to 
see that the Bureau of Foreign Commerce Regulations are strictly complied with. 
These regulations were provided to protect the security of our country. There- 
fore, we should need no urging to cooperate in enforcement of such regulations. 

American Export Lines, Inc., cannot accept any shipments delivered by lighter 
or truck without having evidence that the export declaration has been authenti- 
cated. We would ask all shippers or forwarders to show on the dock receipts the 
export declaration numbers. Your cooperation in showing export declaration 
numbers on the dock receipts will be very much appreciated. It will help to 
dispatch the lighters and trucks as well as assisting in the sailing of ships. Thank 
you, 

Very truly yours, 
AMERICAN Export LINgEs, INc. 

Mr. THompson. You might take from that advertisement, which 
of course is the opinion of American Export Lines, that they are asking 
you to adhere to a responsibility as the agent of the shipper to see 
that these export declarations are filed prior to the time that this 
tonnage is placed on the dock for a carrier to load, and that has no 
further information in it than just exactly that. 

Mr. Brecen. That is true, sir. 

Mr. THompson. It is asking you and the shipper to observe your 
responsibility and file these export declarations. 

Mr. Brecen. The Pacific Westbound Conference had the rule, 
and made it a matter precedent to payment of brokerage, and that 
was approved by the Federal Maritime Board. 

Mr. THompson. So in these cases the carriers should insist on some 
services for which they pay brokerage. Would you give this com- 
mittee either confidentially or on the record, the amounts collected 
from Esso for these services? 

Mr. Brecen. We will be happy to give it to you. 

Mr. Warren. Will you furnish it? 

Mr. Turk. Would you care to hear from me at all? 

Mr. Warren. One minute, Mr. Turk. Do you have anything 
further to add to your testimony, Mr. Biegen? 

Mr. Brecen. I would like to make this available to you, sir. 

Mr. Warren. Mr. Turk, you will have an opportunity to respond 
after we have heard from Mr. Biegen. 

Mr. Turk. I have been working on this thing since 1920 and I 
think I have something to say. 

Mr. Warren. We have to conclude this testimony. Time is 
gvoing on and we have other witnesses. J do not thmk that we should 
quibble about legal implications. We are interested in substantive 
facts. 

Mr. Brrcen. This compilation of rates, of which you have a copy, 
numbers about 60 pages. It represents services throughout the entire 
world, and the information which is contained therein is of great 
service to all the oil companies. 














656 FOREIGN FREIGHT FORWARDERS AND BROKERS 


Mr. Tuompson. That is not a service that has been requested of 
you, but merely and incentive service that you give out when you 
are soliciting business, or servicing business that you already have? 

Mr. Brecen. It has material benefits to the carrier, because in 
many trades tariffs are not published. We go to the trouble and 
expense of collecting all this data for the benefit of our oil clients. 

Mr. THompson. Did they ask you to do it? 

Mr. Brecen. No, sir; they have not. 

Mr. THompson. Proceed. 

Mr. Warren. I have no further questions, unless Mr. Biegen or 
Mr. Turk have anything to add. 

Mr. Turk. I have this to add, Mr. Warren: It seems to me that 
this question is subject to solution by the old principle that we learned 
in our first year of law school. That is, that when a person renders 
a service he looks for compensation to the person who expects to 
pay him. 

Now, in this port, there is no doubt about it that the carrier, for 
services rendered in connection with getting the goods to the pier 
and in such shape that they are exportable, does expect to pay a 
forwarding fee. 

Now, I think that most shippers do not expect to pay for that 
particular service. 

I think there is a misunderstanding here between Caldwell and 
Mr. Appleman, certainly, as to the items that are covered by the 
forwarding fee which Caldwell is being paid. I think that has to 
be ironed out. 

But the services in connection with which Caldwell & Co. is paid, 
verify the accuracy of the export declarations, which, as I understand, 
is a matter of—how many papers a day, Mr. Bowlby? 

Mr. Bowxupy. I would say approximately 12,000 a year 

Mr. Turk. How many a day require corrections? 

Mr. Bow.tsy. I would say half a dozen or a dozen a day have to be 
corrected. 

Mr. Brecen. I would like to enter into the record the number of 
declarations which we handled for the oil accounts and all of the 
documentation relating thereto. May I do that? 

This is one of the surveys I mentioned a little while ago as to rates. 
It is 10 pages of different rates on what they call petrochemicals. 

Mr. Warren. Do you want that in the record? 

Mr. Biecen. I think not, but you may have it. 

Mr. Trompson. Mr. Biegen or Mr. Turk, do you know of any 
dummy forwarders operating in the State of New York? 

Mr. Turk. It depends on your definition. My definition is a little 
different from that which has been used. 

I have always considered a dummy forwarder as an organization 
connected with the shipper which appears to be a forwarder but ac- 
tually is not, and collects brokerage, and the brokerage drifts back, 
some way or other, to the principal. 

Mr. THompson. Do you know of any such dummy forwarders? 

Mr. Turk. No; but there are rumors abroad. 

Mr. THompson. Would you suggest that, if there are dummy for- 
warders, they should be done away with for the good of the legitimate 
forwarder? 
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Mr. Turk. I don’t think there is any doubt about that, but | 
wonder whether the present statute, section 16 of the Shipping Act, 
says that it is unlawful, both from the standpoint of the carrier or the 
shipper for the shipper to obtain service at less than the regular rates 
by means of any false measure or any other unfair or undue means. 

It seems to me that when you have the shipper who gets back 

, percent through a subsidiary, or any other such arrangement, that 
you have a violation of section 16 of the Shipping Act. There is a 
pretty heavy penalty for a violation of that. 

\fy question is whether, if you would have the specific statute, it 

suld be honored the same as section 16 is, if the rule is correct. 

‘Me Tuompson. Then do you feel, Mr. Turk, that Esso was in good 
conscience and correct when it insisted on paying forwarding fees, 
because it did not want to be receiving service without paying for it? 

Mr. Turk. That is right. 

Mr. THompson. Do you think that any other company who does 
not take such attitude is not acting in good conscience? 

Mr. Turk. I think it depends entirely upon what the services are. 
I happen to agree with Mr. Biegen’s interpretation of what is a for- 
warding fee and what is brokerage. 

Mr. THompson. My question, sir, is in relation to services similar 
to those rendered for Esso? 

Mr. Turk. For part of the services rendered to Esso Standard, I 
think that Esso Standard should pay, and that their services should 
not be rendered free of charge. 

Mr. THompson. What do you think of other instances where a 
forwarding concern performs services for a company which does not 
pay fees? 

Mr. Turk. For what we call forwarding, I think there should be 
a fee. 

Mr. Warren. Did you not say that Caldwell performed services 
for General Motors free of charge? 

Mr. Brecen. Not forwarding services. 

Mr. WarreEN. Do you render any forwarding service on the General 
Motors account? 

Mr. Brecen. No, sir. 

Mr. Warren. But you do prepare the export declaration? 

Mr. Brraen. We do, sir. 

Mr. THompson. How does your service for General Motors differ 
from your service for Esso? 

Mr. Brecen. Not too greatly, sir, except that Esso Standard Oil 
has additional service which we do not perform for General Motors. 
For instance, we do not deposit lighterage orders with the railroad 
carriers. We do not process any consular documents for the General 
Motors organization. 

We consider those forwarding services. 

Mr. TuHompson. But you do some forw arding services for General 
Motors? 

Mr. Brecen. No, sir; we do not. We consider it a brokerage 
service. 

Mr. Turx. Not unless we are utterly wrong as to what is the line 
of demarkation. 

Mr. Tuomrson. That is something for this committee to interpret. 
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Mr. Turk. I believe it is necessary that there be a line of demarka- 
tion as between that for which a carrier may pay and that for which a 
shipper must pay. We may be wrong. If so, we are honestly wrong, 
but I think that if this line should be drawn, it would solve the problem 
here. 

Mr. Tompson. That will be a development on which this sub- 
committee will have to work. 

Mr. Brecen. May I submit the number of bills of lading we 
handled? 

Mr. THompson. Please do, sir. 

Mr. Brscen. I will give it to the reporter. 

Mr. Turk. No, read it. 

Mr. Briecen. Bills of lading processed in New York, Baltimore and 
Philadelphia, for Esso Standard Oil Co., 6,538 in 1955. This is all 
1955. 

Bills of lading processed in New Orleans, 1,736; bills of lading in 
Houston, 568; total, 8,842. 

The total declarations processed in New York, 8,624; total docu- 
ments processed, 17,466, in 1955. 

Now, for Socony, we had declarations at New York, 9,672; permits 
at New York, 6,151; total, 15,823. 

Declarations at Philadelphia, 2,888; bills of lading at Philadelphia, 
1,779; total, 4,667. 

Total declarations, 12,560; total permits, 6,151; total bills of lading, 
1,779; total documents processed, New York and Philadelphia, 20,490. 

In addition to these, of course, many bills of lading and declarations 
are at the outports, where the forwarding services are performed and 
the fees are received. 

Standard Vacuum Oil Co., export declarations processed in New 
York, 12,169; export declarations prepared in Philadelphia, 3,280; 
total declarations, 15,449; bills of lading, Philadelphia, 1,336; total 
declarations in New York and Philadelphia, 16,785. 

We perform no other service at the outports for Standard Vacuum 
except in Philadelphia, as mentioned. 

Mr. THompson. That will be all, sir. 

The committee will recess for lunch. We will resume at 2:30. 

(Whereupon, at 1:20 p. m. the committee recessed, to reconvene at 
2:40 p. m. of the same day.) 


AFTER RECESS 


Mr. Kuiuczynski. The subcommittee will come to order, please. 
The first witness will be the representative of the Seven Seas Mercan- 
tile Co. 

Will you identify yourself to the reporter? 


STATEMENTS OF LESLIE SALISBURY, PRESIDENT; AND CHARLES 
S. HAIGHT, COUNSEL, SEVEN SEAS MERCANTILE TRANSPORT 
CO., INC., NEW YORK 


Mr. Sauispury. My name is Leslie Salisbury. I am president of 
Seven Seas Mercantile Transport Co., 15 Moore Street, New York, 


ue. 
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Realizing that you gentlemen would like to save as much time as 
possible, I have some points noted and I will give just a few brief 
notes from the penciled notes which I have here. 

Mr. Kuuczynsktr. Please do. 

Mr. Sauisspury. I have been 45 years in the shipping business, 35 
years with Seven Seas. I have pier experience, steamship experience 
with the American Hawaiian Steamship Co., and Funch Edye & Co. 
[ have been an industrial traffic manager for the Netherlands Govern- 
ment, and the Charles T. Storg Co. 

[ then became a freight forwarder and broker, as we call them. I 
have had experience in chartering. My entire life and that of my 
company, has been in promoting commerce. I hope that we have 
been successful. 

Our specialization, as specialized shipping agents, is handling only 
the oil companies or affiliated interests. By that I mean refinery 
builders, engineering companies, and, naturally, all ‘oilfield equipment 
manufacturers. That is practically all we have done. It is all we do. 
It is a limited field. 

Among those companies are and were Lago Oil & Transport Co., 
and Creole Petroleum Co., and Iranian Oil Services, now known as 
Corortiom and operating in the Middle East. 

Mr. Warren. Mr. Salisbury, are any of those companies affiliated 
with or subsidiaries to Esso? 

Mr. Satispury. Yes, they are. I wanted to get to a point; we 
are limited in our activities for the Esso people. They own the Lago 
Oil & Transport Co. and the Creole Petroleum Co. which, a little 
later, I will show you how I handle it. 

I think I did mention that most of our business is in the shipping, 
from beginning to end, of refineries, did I not, gentlemen? 

Mr. Kiuczynsxr. Yes. Proceed, Mr. Salisbury. 

Mr. Satispury. I was a little in the dark, but I understand that I 
am here to render as much help as possible, and I will tie it now to the 
~~ Standard Oil shipments. 

\s I just said, our original business was.handling, from beginning 
to ‘end, all of the shipping details of the oil companies. Many years 
ago we did that for the Creole Petroleum, the Lago Oil & Transport 
Co., Pan American Petroleum Co., and the Trinidad Oil Fields 
Ope rating Co., and those 4 companies were purchased in a period of 
perhaps 2 years, by the Esso Standard Oil Co. 

In 1933, through several conferences, and certainly no solicitation, 
I was selected to be appointed and continue as the broker and shipping 
agent for the Esso Standard Oil Co., and today I am restricted to 
those accounts. 

| have never attempted to solicit any other part of their business, 
but I mention that because Venezuela is one of the toughest countries 
that you can ship to. 

Mr. Warren will undoubtedly bring out points that will tie in that 
answer. 

Frankly, gentlemen, I have never been able to differentiate where 
one service started and the other stopped. In my own personal esti- 
mation I believe the duties I perform are continuously interlocking 
and overlapping. I can give you many instances where perhaps ] 
I served the carrier and in the very next shipment I may serve the 
shipper. I put them together. 
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[ want to impress upon you that whenever I handle an account, | 
handle it with a service fee, and very definitely I include brokerage. 

[ hope and pray that I have been always ethical, but one thing is 
sure: that, while I am a small company, if we are not ethical and [| 
get that ruling from you gentlemen, it will be corrected. 

With that background I want to say that, in justice to my client 
or any other shipper, I do not bother him with shipping details. If he 
entrusts his shipment to our care, I think the petty details incident 
to the details of shipping become my baby for my staff to handle. 

Mr. Warren. Would you name some of these details. 

Mr. Satispury. Yes; I think I can sum it up to save time. 

for everything in connection with shipping with all of our cus- 
tomers, with the exception of the one we are talking about, the minute 
the materials are ready at the mill, through to ultimate destination, 
it becomes my responsibility. Any advance conversations or talks 
with regard to blueprints, heavy pieces, and the things that comprise 
a refinery, is all consultative, if you will, and is before the refinery job 
is placed with the engineering company. 

Once it is placed for those that I represent, then it becomes my 
duty to expedite it. The expediting which we do is on shipping 
matters, and readiness at the mill. We do not expedite the manu- 
facture of those things. They place in the various mills, men who 
attend to that. They are technical matters. 

[ want to explain expediting as I use it. It is our duty to get them 
ready on time, book them in advance, get them to seaboard and out. 
Refinery work takes a very great deal of timing and calculation. 

Mr. Warren. Who imposes this duty upon you? 

Mr. Sauispury. The customers I represent, and I am delighted to 
represent them. 

Mr. Warren. Who are these customers? In this case do you mean 
Esso? 

Mr. Satispury. No; I am speaking of my general business, and, 
Mr. Warren, I told you that the only account that is limited in duties 
and responsibilities, is the Esso account. 

Mr. Warren. Certainly we want to know that, in fairness to you. 

Mr. Sauispury. Yes. 

Mr. Warren. Of course, at this time we are interested in the Esso 
account. You may proceed, sir. 

Mr. Sanispury. It is not accurate to describe our functions as 
purely a messenger service or, as I think the wording was used, 
‘occasional’. 

It is true, gentlemen, that I have one specific messenger, who does 
nothing else but three times a day, on prescribed times nominated to 
me, goes and gets all papers incident to the Esso account. Those 
papers include documents for the outport. I don’t want to handle 
any accounts unless I am responsible for it all the way through. 

Esso has named me. That includes my office in New Orleans, 
of course. 

I think that we perform both forwarder and broker services. We 
benefit the carriers, the clients, and the export welfare of the United 
States. I hope we have been of benefit. 

I think that we merit compensation from both the client and carriers. 

One thing is that I could not continue in business without both 
sources of revenue because I could not raise the service fee. 
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Mr. Warren. What, sir, are the details which you perform in 
behalf of Esso which entitles you to a forwarding fee? 

Mr. Sauispury. Mr. Warren, in that connection, there has been 
prepared a very brief summary and memorandum which lists them. 
[ will be delighted to read it, if that is your wish, or I can take it in 
summary fashion. I have some 8 or 9 points. 

Mr. Warren. Summary would suit our purposes, if it suits yours. 

Mr. Hateur. Of course, the memorandum will be included in 
Mr. Salisbury’s testimony. 

Mr. WarREN. Do you wish that this be put into the record? 

Mr. Hateur. I should identify myself. My name is Charles S. 
Haight. Iam attorney for Mr. Salisbury and his company. 

Mr. Warren. Should this be put in the committee’s confidential 
files? 

Mr. Haircut. No, sir; that has been prepared by Mr. Salisbury for 
submission to this committee and that sets forth the detail of the 
major functions performed by Mr. Salisbury and his company at 
New York and the outports. 

Mr. Kiuczynsk1. Without objection, it is so ordered. We will 
incorporate it after your testimony. 

Mr. Sautissury. Briefly, the messenger brings back all documents 
going through our care, and for which we are responsible, three times 

day. There is a preliminary checking and a segregation of those 
documents. For lack of a better term, I call the man that does that 
the “centralizer’’. He is not an officer of my firm. 

There is then further checking of the documents, because the 
declarations are rather important documents and must be taken to 
the customhouse, the ocean bills of lading lodged with the various 
steamship companies, and, of course, the consular invoices carefully 
checked. 

However, we are not responsible for the declarations on this partic- 
ular account. They must be lodged with the customhouse. 

In the processing of these documents, bearing in mind Venezuela, 
the ocean bills of lading will have to be visaed by the Venezuelan consul 
and likewise the consular invoices and the export declarations are 
needed for loading, and we have heard a great deal about the fact that 
the company cannot load the carrier without those export declarations. 

Let me digress. These are only my own opinions. I do not know 
whether this is for the shipper or for the carrier. I do know that it is a 
necessary document and I do know that the cs arrier is not allowed to 
load without it. I think that it is our duty, regardless of who is 
responsible, to get it done and to get it done promptly. 

Mr. Warren. Do you concede that this task benefits both the 
shipper and carrier? 

Mr. Satispury. I most emphatically do. 

Mr. Warren. Do you believe that it benefits the carrier any more 
than it benefits the shipper’ ? 

Mr. Satispury. No, sir. 

Mr. Warren. Do you believe that for this task you are entitled to 
receive a forwarding fee from the Esso Standard Oil Co? 

Mr. SALISBURY. Yes, I think that would be properly entitled, if a 
s] hipper entrusted it to me. I doit for everybody else. I think that 
| have to make up a declaration, or my office does. 
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Mr. Warren. What is the basis for computing this fee for this 
task? 

Mr. Sauispury. We do not work that way, Mr. Warren. I have 
never computed roughly what it would cost to make them individually 
like that. 

Mr. Warren. Do you charge a general fee for all services in- 
volved? 

Mr. Sauispury. Yes. If I may digress, we are unusual. Our fee 
is based ad valorem on the value of these things, the refineries and 
all other commerce. In this one it is a fixed fee, yes, per ocean 
shipment. 

Mr. Warren. I understand. Do you believe that this fee is 
reasonable? 

Mr. Sauisspury. Yes, sir; I do. 

Mr. Warren. Would it or would it not follow that if it is a reason- 
able fee, any additional compensation accruing from another source 
for the performance of such tasks, constitutes excessive compensa- 
tion? 

Mr. Sauissury. No, sir. JI want to go on record as saying that I 
have never separated brokerage from shipping or service fee. The 
two together are my source of revenue. 

If at the end of the year, I show a profit on that account over my 
general business, I think it is right, I think it is fair, and I think I am 
entitled to do it, but I cannot divide it. 

Mr. Warren. Proceed, sir. 

Mr. Sauispury. Thank you. 

The instructions to ocean carriers, which is merely usual instruc- 
tions for any changes and so forth, the orders to railroads, commonly 
called “transfers” and mostly lighterage orders, do entail something 
on our part. We follow those lighters, whether or not requested or 
ordered to do so. If we do not, the carrier would do so and I think 
our greatest benefit is that these carriers all say that when we handle 
these shipments, being centralized in one port and dealing with all 
railroads and steamships, we make far less calls and waste less time. 

Consignees’ mail is returned and distributed. Any supplementary 
information contained in the documents or instructions would have to 
be carried out to the letter. 

On the correction of documents, including New York shipments for 
this particular account, there is a very important point. 

In dealing with Venezuela, if there is any overage or any change on 
any item of the bill of lading it becomes necessary for us to make out 
what is known as a letter of correction. 

Knowledge of Spanish on consular invoices to Venezuela or on a 
letter of correction will not suffice, gentlemen. It is the knowledge of 
the Venezuelan customs duty which is important. 

In the first place, on consular invoices, you cannot give a general 
description. You must put it under the paragraph and number, or a 
fine will ensue. 

The same is true of the letter of correction. 

Mr. Warren. How many employees does your firm have. 

Mr. Sauispury. In New York, 28 or 30, Mr. Warren, in New 
Orleans, seven. 

Mr. Warren. Have you any other employees? 

Mr. Sauispury. No, sir, no direct offices owned by me. 
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Mr. WarrEN. You are engaged solely in freight forwarding and 
brokerage activities? 

Mr. Sauispury. Definitely, yes; independently so. 

Mr. WarrEN. Are you engaged in the financing of shipments? 

Mr. SatisBury. Never. 

May I ask a question? Wouldn’t that give me a financial interest in 
the goods and isn’t that disallowed? 

Mr. Warren. Under General Order 72, it may be so construed. 
I think that that is one of the questions that has not been determined 
with complete finality. 

Mr. Satispury. I will answer your question. Seven Seas never 
has any financial interest in any goods. We do not buy orsell. Weare 
independent freight forwarders and brokers 

Mr. Warren. Do you know of any forwarding concerns in New 
York who do financing? 

Mr. SauisBury. No, sir. 

Mr. WarREN. Proceed, sir. 

Mr. SauisBpury. Thank you. 

The penalties and fines that are inflicted by the Venezuelan Govern- 
ment can be applicable to either the carrier or the shipper, both. 

For instance, if a ship going into a Venezuelan port arrived with 
their English manifest and the Spanish manifest showing 478 packages 
and only 476 turned up, the Venezuelan authorities would fine them. 

The same would apply if they were over. They base their laws, 
apparently, on the attempts to smuggle, and I would mention that 
because the importance of the letter of correction is not in the instru- 
ment itself, but it does and can mean something, and you tie in with 
the steamship company when clearing the manifest and the Spanish 
manifest. We consider them very important. We consider that we 
are quite able to make them and luckily, I hope, we are not fined. 
We have been fined—yes. 

Mr. WarRREN. Mr. ‘Salisbury , In order to retain your agency rela- 
tionship with Esso, if you did not perform these duties, do you think 
that you would have that account very much longer? 

Mr. Sauispury. Mr. Warren, I don’t think on that. I don’t want 
to give a positive answer for a moment. [ think that men and firms 
like me never in God’s world could supplant a wonderful traffic depart- 
ment. I think the best we can ever expect is that we are helpers, and 
are necessary to augment a department with a lot of clerks. 

[ am bearing in mind the peaks and valleys. You may be very 
busy this week and next week you may have 4 or 10 clerks sitting 
around idle. To that extent, using the housewife’s mind, I think it 
is highly advantageous. 

Mr. Warren. Your position is that it makes no difference whose 
legal responsibility it is to perform these services. So long as they 
are performed, they benefit both carrier and shipper. 

Mr. Sautispury. A dual capacity. We are in the shipping business 
altogether. All necessary things must be done. 

Mr. WarrEN. Please proceed. 

Mr. Satispury. In my summary I list the functions performed and 
we have the functions of the clerks that are working on this particular 
account and, naturally, it goes up as in any firm through a vice presi- 
dent, who, in my case, is a lady who has been with me a great number 
of years. Then, of course, it goes to me. 
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In all decisions that I make, it would be quite all right within my 
province, but I never act without consulting there with a shipper or, 
as we call them, a client, because we represent many British clients, 
domiciled in London and in the oilfields in the Middle East, and 
technically they are not shippers from the United States. 

I am reminded that I had a little penciled note, ‘collection of ocean 
freight.” 

Mr. Warren. Are you summarizing? 

Mr. Sauispury. Yes, sir. 

Mr. Warren. This is point 9 of the memorandum? 

Mr. Sauispury. To the limit of my ability. 


THE COLLECTION OF OCEAN FREIGHT 


We have distinctly understood that all ocean freights are paid by 
this particular client. Ordinarily we outlay them, and are reim- 
bursed. 

However, we do sign due bills, and there is a responsibility there. 
We would return those due bills to Esso. 

To be a bit facetious, there is a very great stretch of the imagination 
to think that the Esso Standard Oil Co. would not pay; but legally, if 
they did not, we are wholeheartedly responsible to the carrier and 
would have to pay. 

Mr. Warren. Are you saying that the carrier should pay a com- 
mission for prepayving the freight which the carrier is legally entitled 
to receive in the first instance from the shipper? 

Mr. Sautspury. Not at all. Again there is ¢ entralization of effort. 
I should think that it is a benefit to the carrier if 1 outfit signs a due 
bill for $10,000 and pays it all and it represents 7 different clients that 
he would have to communicate with and he follows those up. I am 
pointing out that we admit that as a freight broker-forwarder, if for 
any reason the shipper did not pay the due bill, we are financially 
responsible to that carrier. That has occurred twice in my life, with 
the biggest kind of clients. One was a big Nipponese house named 
‘Takata & Co. Inthe second instance it was the Lucey Manufacturing 
Co., manufacturers of oilfield equipment. Overnight, both went 
bankrupt. We paid in the first instance the freights due, with no 
questions asked, and in the second instance, it was various steamship 
companies representing the bills of lading. 

Mr. Warren. The carriers do not ask you to do this, do they? 

Mr. Sauispury. No, sir; but isn’t it an additional hold that the 
carrier has? They are sure of their freights, if you are responsible. 
I think it carries the responsibility. I don’t know if it will help—but 
the carriers won’t give us those sets of bills of lading without signing 
the due bill admitting the debt, shall I say. 

Again limiting my remarks to this particular account, I will com- 
ment on the functions of Seven Seas’ New Orleans office—my branch 
office. 

There are three classes of shipments going out of New Orleans, 
commonly called: ‘‘Products”—that which is manufactured by the 
company; ‘foodstuffs,’ which is commissary supplies for the thou- 
sands of men they have working; and then they have ‘“materials,”’ 
which is oilfield equipment, et cetera. 

On the products, the bills of lading are partly prepared in some 
instances. They all clear through the New York office. 
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On foodstuffs, we perform every service, including the consular 
invoice, and all that goes with it. 

You gentlemen are thoroughly familiar with the necessity of a very 
close coordination with steamship companies. You have to work to 
the minute. 

The “reefer” trucks are alongside of the ship and into the iceboxes. 
You keep in constant touch with them, and enjoy the top reputation. 

Materials are in the same category as | first mentioned about 
products. 

| want to impress that there is a large duty that we perform because 
the railroads while going into New Orleans or at the terminal—every 
transfer delivery to a steamship pier necessitates our preparing and 
following through what is known as a beltline order. That is New 
Orleans. We are also responsible for shipments out of Houston and 
Corpus Christi, which we consider‘one and the same. 

Mr. WarrEN. At which port is the greatest amount of tonnage for 
Esso handled by your firm? 

Mr. Sauispury. I have no tonnage figures, but I can answer the 
question. The greatest amount goes out of the ports of New York 
and Baltimore, and the second greatest, New Orleans. I think I can 
vive you an accurate figure. 

Last year, in 1955, in number of shipments, | would say that there 
were about 1,000 out of New Orleans; roughly 3,000 out of New York. 
Does that answer you? 

Mr. WarrEN. Yes, sir. Now, in regard to New York; or is that 
done by Esso? 

Mr. Sauispury. Ordering to seaboard? We do not. We only 
relay the orders to the railroads, but then we follow them up for 
deliveries, whether requested or not. 

Mr. WarrEN. You do this in New Orleans? 

Mr. Sauispury. All the way through. 

Mr. Warren. For the reason that there is no Esso representation 
in New Orleans. 

Mr. Sauispury. The way I understand it—and I hope this is 
‘ue—we did a pretty good job and they asked us to take over addi- 
ional duties. We are delighted. 

Mr. Kiuczynskt. Proceed, please. 

Mr. Satispury. The next summarization—and I do not know if I 
am using the right word, but I think justification, or I prefer my own 
word, “reasons,”’ for payment of brokerage by the carriers for whom 
| do business, is the service rendered by my company to the carriers, 
both as to these Esso shipments, and activities generally, of my own 
company as a forwarder-broker, specializing in the oil-shipping in- 
dustry. On Esso shipments on the export declarations I have just 
mentioned, the ship cannot load without them. On centralization of 
efforts, I only know what steamship companes have repeatedly told 
us, that it is of great benefit to them to get it quickly. 

On the correction of the bills of lading, tying in with what I tried 
to explain, there are the consular invoices which become important, 
the letters of correction which I have mentioned, the penalties and 
fines which I have mentioned. 

I might summarize that all, Mr. Warren and gentlemen, by saying 
that the activities of my company as a forwarder-broker and shipping 
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specialist over that 35 years, to the carriers, to the export commerce 
of the United States, I sincerely hope has been beneficial. 

Mr. Kuiuczynski. Thank you for summarizing, Mr. Salisbury. We 
have a tight schedule this afternoon. 

Mr. Warren Do you waive your forwarding fee on any account? 

Mr. Sauisspury. No, sir; not one. 

Mr. Warren. You charge a forwarding fee on every account? 

Mr. Sautispury. We call it shipping and attention—same thing 
handling. 

Mr. Warren. What percentage of your total revenue constitutes 
brokerage? 
we Mr. Sauispury. I think I can give you that exactly. In the year 
1955, I looked at some figures—the question was the total gross 
brokerage and what percentage—— 

@ Mr. Warren. Of your total brokerage revenue what percentage 
comes from the Esso account? 

Mr. Sauispury. For the year 1955—and that is indicative of —— 

Mr. Haieur. Your question was: What percentage of the total 
brokerage, not total income, was the brokerage from the Esso ship- 
ments? 

Mr. Sauispury. Fifty percent—under fifty percent. 

Mr. Warren. Now, what percentage of brokerage constituted your 
total revenue? 

Mr. Sauispury. May I give it in two ways? 

In my overall business, brokerage roughly estimates just about 25 
or 26 percent. Standard Oil is the greatest amount of brokerage for 
any single account. Is that what you want, Mr. Warren? 

Mr. Warren. Yes, I think you’ve answered it. 

Mr. SALispury. 25 or 26 percent. That is very accurate. 

Mr. Haicurt. Just so that there is no doubt on the record, that 25 
and 26 percent figure, am I right, Mr. Salisbury, represents the 
percentage of your total income which all of your brokerage, Esso and 
other brokerage, constitutes? 

Mr. Sauispury. Yes. 

Mr. Warren. Does all other income, other than the 25 percent 
which you have mentioned, come from forwarding fees paid by 
shippers? 

Mr. Sauispury. Yes, sir. 

Mr. Warren. Do you get commissions from any other sources in 
connection with forwarding? 

Mr. Sauispury. Not one. 

Mr. Warren. You get no commissions from insurance companies? 

Mr. Sauispury. No, sir. 

Mr. Warren. Or, any other sources? 

Mr. Sauissury. No, sir; I never would accept them. My value to 
any oil company is what I save; no warehousing, no commissions, 
nothing. There are two sources of revenue, my shipping and atten- 
tion, and brokerage, gentlemen. These are my personal views. 

Mr. Warren. Why wouldn’t you accept a commission from an 
insurance company? 

Mr. Sauispury. I am not an insurance broker and I am not licensed. 

Mr. Warren. Do you place marine insurance? 

Mr. Sauisspury. If wanted. Most of my clients don’t require it. 
[ always recommend full protection. They can get their open cover- 
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age, and, of course, | am equipped with an open cover to do it. We 
use Esselborn and ‘Toussaint. They are imsurance brokers. Mr. 
Warren, I think I can amplify by saying that it is my own policy, my 
own efforts, my own love of the business, that when I represent an oil 
company, I want to represent it to the very limit of my ability, and 
| would not feel that I could do that if I were accepting commissions. 

Mr. Warren. If a steamship line, through its own solicitors, were 
esponsible for getting an account, and then a freight forwarder was 
designated by the shipper to handle that account, do you believe that 

.e steamship line in this instance is benefiting you in the sense that 

ou are going to get more brokerage? We are talking theory. 

Mr. Sauispury. Yes, Mr. Warren. Steamship solicitors solicit a 
large account and then they nominate a broker. 

Mr. WarrEN. Yes. 

Mr. Sauispury. I think that that is good for all three, the broker, 
and in the dual capacity, I think that the solicitor for the steamship 
company would be very delighted that a competent broker has it. 

Mr. WARREN. You say that the legal responsibility test is immate- 
rial; that the benefit test is material, whether the carriers ask you to do 
this or not. My point is, if you concede that it benefits the carrier, 
regardless of whose legal responsibility it is, why shouldn’t you pay 
the carrier? 

Mr. Sauissury. I could not answer other than to say that I hope 
| repay them by knowing my business and rendering service on those 
shipments, of course. 

Ir. WarREN. But, you do not think you should pay the steamship 
line? 

Mr. Sauissury. Not in money; no, sir. It is amazing. Excuse 
me, I am trained wrong. 

Mr. Warren. I am testing your benefit theory. 1 am sure that 
your position is that if there is anything you do of value for the steam- 
ship line you want compensation for it. 

Mr, Sauisspury. | hope it will continue. 

Mr. Warren. But, if there is anything of value that the steamship 
line does for you, you would certainly not want to pay them any 
compensation. 

Mr. Satispury. No. May I| answer it by saying this—— 

Mr. Warren. It is not customary. 

Mr. Satisnury. That is true. It goes back for 100 years, but may 
[ answer it this way, Mr. Warren, that probably because I am more 
steamship man than ‘anything else, I always consider the carrier. 

If | were running a steamship company, [ am sure I would pay 
brokerage. Can I answer it that way? I put it that way, and perhaps 
it is because I always consider the carrier. I am an ex-steamship man. 
if | were running a steamship company, I certainly would pay 
brokerage. 

Gentlemen, I want to help with what little knowledge I have. | 
am not here to plead too hard for the continuance of brokerage. | 
want to put it this way: I am as anxious as anyone, now we have the 
opportunity, I want clarification. 

Certainly, if we get that clarification after this awful period—and 
t has been going on about 7 years—we will know where we stand. 
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If by the wildest stretch of the imagination—and I don’t want to 
see it occur—brokerage is cut out and our day is past and we are of no 
use, at least, honorable friends, we can go out of business. 

Mr. Warren. Do you believe that it is possible for a broker to 
function in such a manner as not to earn brokerage? 

Mr. Sauispury. There is no question of it, Mr. Warren, but please 
don’t ask me to think if I know anyone. I don’t. 

Mr. Warren. What is your conception of unearned brokerage? 

Mr. Sauisspury. | don’t think it is proper. I sat here most. inter- 
ested and I heard of a dummy broker. I disapprove of them and I 
repeat the remark of a gentleman sitting where I am now sitting, 
“T was amazed, because I learned of one yesterday.” 

May I give my definition? I think a dummy broker is any firm 
who is engaged in export merchandising who then sets up a company 
for the distinct operation or intent of getting brokerage from the steam- 
ship company. They don’t know a darned thing about shipping. He 
performs no service, and I think it is wrong and I think that ultimately 
we will be able to correct it. 

Mr. Kuivuczynskr. A very good definition, sir. 

Mr. Warren. I have no further questions. 

Mr. Kiuzynskt. Mr. Chase? 

Mr. Cuasr. I have no questions. 

Mr. Kivuczynsxi. Mr. Davidson? 

Mr. Davipson. I have no questions. 

Mr. Sauisspury. Mr. Warren and gentlemen, I may be going afield, 
but I am very decided on this. May I offer just four suggestions for 
your kind consideration? 

In an effort to work out of this and to recognize and encourage 
freight brokers and forwarding agents, classifying them, I would like 
to say that I think honorable brokers would perfectly consider a 
licensing system, and perhaps you gentlemen, or the necessary boards 
would have qualifications, so many years, or so much of a period with 
a steamship company or a broker; financial responsibilities, or whatever 
could be said of them. 

In doing that and being governed by the Federal Government, and 
not by the State, such as insurance brokers, as I understand it, | 
think there should be no discrimination between coasts or ports. I 
think that any reliable broker should be able to ship out of any port. 

I think that the brokerage should be continued in world ports and, 
yes, including Puerto Rico. It is an offshore trade. The Govern- 
ment demands an export declaration and there is just as much work 
to ship to Puerto Rico as to England or British India. 

Mr. Warren. You think that there is as much forwarding 
involved? 

Mr. Sauisspury. Yes, sir; to Puerto Rico—not coastal or inter- 
voastal. 

Mr. Davinson. Why do you leave them out? 

Mr. Sauispury. Well, the business has gone down a great deal. I 
was with an intercoastal line. They are handled very much like 
railroad, and I think under ICC anyone can consign his goods to a 
railroad car and there is no export declaration and usually no tracing 
of cars or anything. You deliver to the platform, as we call it, 
exactly the same as you would to the Pennsylvania Railroad. 

Mr. Davipson. It is an easier job? 
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Mr. Sauispury. Much easier. 

Mr. Davipson. And there are some elements which are lacking 
which would be included in foreign commerce. 

Mr. SauispuryY. Definitely, Mr. Davidson. 

Perhaps in those rec ommendations, consideration will be given that 
the prescribed sources of revenue open to a foreign freight forwarder 
would be there. There may be only two sources. Others may be 
recognized. 

In conclusion, gentlemen, I know in an opposite opinion, if such 


5 should come about, that my recommendation and earnest hope is that 
> such a body of examination in granting licenses be not limited to a 
+ steamship conference or its chairmen, but very definitely be confined 
} ina body such as FMB, or other designated i investigative bodies. 

‘ Mr. Warren. T hank you, sir. Does that conclude your testimony? 

; Mr. Daviposn. Do you think, Mr. Salisbury, that such a licensing 
} arrangement should encompass all phases of the activities of the 


freight forwarder or broker, such as complete accounting by him of the 
financial operations; what he does with the money he receives; 
whether or not he engages in any kickbacks; and what his expenses 
are, and so on? 

Do you feel that that would help the industry, generally? 

Mr. Saurispury. I do, and I do not think any fine oer would 
object to such an accounting every 6 months, or once a yea 

Mr. Warren. Do you be elieve that such a statute naadia cure the 
ills, if any, which exist? 

Mr. Sauissury. I believe firmly that as soon as it was operative, 
it would considerably improve them and eventually cure them, but, 
of course, it takes a lot of study and survey. Those are just my 
opinions. 

Mr. Warren. Do you suspect that there might be too many for- 
warding firms in the country today? 

Mr. Sauispury. I am willing to meet competition, and I hesitate 
to say that, but to answer you truthfully, as i always will, ‘‘ Yes.” 

Mr. Warren. Do you believe that the forwarding fe e today is 
abnormally low for the services rendered to these shippe rs? 

Mr. Satispury. I know it is. 

Mr. Warren. What would you propose to do about this? 

Mr. Sauisspury. I don’t believe that you could fix a minimum, 
but, with competition and rushing in to try to get the business and 
not studying it, I think the general levels in many cases, are probably 
too low, due to competition. 

Mr. Warren. How are you going to get the fee up? 

Mr. Sauissury. I will try to think that out, Mr. Warren. 

Mr. Davipson. It may be that, if you eliminate some of the 
unethical practices, that would leave legitimate people in the field, 
and you would arrive at an economic level: 

Mr. Satissury. Mr. Davidson and gentlemen, you have no idea 

What good has come from hearings just like you are conducting. 

_ In my estimation, there has been a great improvement in the last 
» Vears. 

Mr. Davipson. Thank you, sir. 

Mr. Kiuczynsxr. Thank you, Mr. Salisbury. 

Mr. Satispury. Thank you ail for the opportunity to appear. 

Mr. Kivezynskr. The next witness will be Mr. Matthew S. Crinkley. 
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Mr. Warren. He was detained in San Francisco, Mr. Kluezynski. 


The next witness is the president of the Customs Brokers & For- 


warders Association of America, Inc., Mr. Martin A. Kerner. 

Mr. Kuivuczynsx1. Will you identify yourself to the reporter? 

Mr. Tompson. In view of the fact that time did not permit the 
personal appearance of every company scheduled to testify at the 
subcommittee’s New York hearings, questionnaires were directed 
to those companies which were not heard for the purpose of completing 


the 


record. The companies to whom these questionnaires were 


addressed are named as follows: 


General Motors Overseas Corp. 
Baker, Iron & Dockstader, Inc. 
Westinghouse Electric International Co. 
Drew Shipping Corp. 

Frederick D. Bruemmer. 

American Cyanamid Co. 

M. J. Corbett & Co., Inc. 

Washburn Crosby Co. 

Inge & Co., Inc. 

International Standard Electric Corp. 
Milton Snedeker Corp. 


It is ordered that the completed questionnaires as duly executed 
by these companies with their answers be set forth below as a part of 
this record. 


SPECIAL SUBCOMMITT2E ON FOREIGN FREIGHT FORWARDERS AND BROKERS OF THE 


crn ht WhO 


6. 


Ad. 


12. 
13. 


COMMITTEE ON MERCHANT MARINE AND FISHERIES, WASHINGTON, D. C. 


COMPANY QUESTIONNAIRE 

Date. 

Name and position of declarant. 

Name and address of company. 

Kind of articles or commodities exported. 

Ports chiefly used for export; approximate percentage of tonnage allotted to 
each. 

Estimate of ocean freight charges paid on annual basis. (State only $1,000 
or over, $100,000 or over, $1 million or over, $5 million or over, whichever 
is applicable.) 

Does the company maintain an export department? 

(a) Number of persons employed in department. 

(b) Number of persons engaged in freight forwarding work. 

(c) State whether company or department controls the booking of space. 

(d) State whether company or department prepares all documents re- 
quired with respect to exporting. 

(e) State number of messengers used, if any, for distributing and filing 
documents. 

(f) Briefly relate other forwarding functions performed by company or 
department. 

Name of freight forwarder and/or broker(s) designated to receive brokerage 
fees, excluding those designated at outports. 


. Name ports at which forwarder and/or broker(s) named in No. 8 above re- 


ceive brokerage fees. 


. State precise services forwarder and/or broker(s) named in No. 8 above per- 


forms with respect to company export shipments. (State all services, 
whether characterized as forwarding or brokerage functions.) 

Do services stated in No. 10 above occur on every shipment, occur frequently, 
occur occasionally, occur rarely? (If frequently, occasionally, or rarely, 
amplify.) 

Does company compensate forwarder and/or broker(s) named? If not, 
why not? 

At outports, does company use a forwarder and/or broker(s)? If so, briefly 
relate services performed, compensation paid, and whether forwarding fee 
is based in whole or in part upon the amount of brokerage to be received. 


& 
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: 14. State whether any of the brokerage fees revert either directly or indirectly 
to company, stockholders, or employees. 
15. State reasons company originally designated forwarder and/or broker(s). 
In the opinion of company, has the nature of and the value of the services 
} originally performed by forwarder and/or broker(s) changed? If so, in 
what respect? 


16. Optional additional comments. 
17. Company authentication. 
FREIGHT FORWARDER QUESTIONNAIRE 


i. Date. 

2. Name and position of declarant. 

3. Name and address of company. 

:. Name of forwarder association, if member. 

5. Number of employees. 

6. Activities company engaged in other than forwarding. 

7. Ownership of company. Are any owners named also stockholders, directors, 
officers, or employees of company identified in No. 8 below? If so, indicate 
interest. 

8. Identify company named in attached correspondence as client. 

(a) State approximate percentage of total brokerage revenue in 1955 

which accrued from identified account. 

(b) State approximate amount of brokerage received in 1955 from 
identified account. 

(c) State services rendered on identified account. (Whether forwarding 
or brokerage functions.) 

(d) State frequency of services rendered on identified account. Indicate 
whether services occur with respect to each shipment. 

(e) State if forwarding fee is charged. If not, why not? 

(f) Indicate how long have had account. 

(g) Indicate if the nature of services previously performed have basically 
changed. 

9. In respect to services rendered, indicate if company has other accounts 
similar to the one referred to in No. 8 above. 

10. Indicate the approximate division of revenue derived from brokerage and 
forwarding fees during 1955. 

11. Does company waive or reduce its forwarding fees with respect to any 
accounts? If so, state whether the waiver or reduction is in whole, or in 
part, occasioned by the amount of brokerage to be received. 

12. Optional additional comments. 

13. Company authentication. 





GENERAL Motors OVERSEAS OPERATIONS, 
Division OF GENERAL Morors Corp., 
New York 19, N. Y., March 7, 1956. 
Mr. T. A. THompson, 
Chairman, Special House Subcommittee on 
Foreign Freight Forwarders and Brokers, 
House Office Building, Washington, D. C. 


Dear Str: Replying to the questionnaire forwarded with your letter of Febru- 
ary 7, 1956, we are pleased to submit the following information numbered to 
accord with the questions. 

|. March 7, 1956. 

2. T. J. Gilsenan, traffic director, General Motors Overseas Operations Division 

f General Motors Corp. 
3. General Motors Overseas Operations Division of General Motors Corp., 
1775 Broadway, New York, N. Y. 
‘eneral Motors Overseas Operations Division of General Motors Corp. is reply- 
ing to the questionnaire instead of General Motors Overseas Corp. inasmuch as 
eneral Motors Overseas Operations Division, rather than General Motors 
Overseas Corp., is generally responsible for the export of General Motors products 
i the United States and Canada. 
t. Automobiles, trucks, buses, off-the-road earth-moving equipment, diesel 

tric locomotives, diesel engines, household appliances, parts and accessories 
the foregoing, steel, machinery, and other material for General Motors plants 
! branches abroad, and miscellaneous items. 
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5. 1955 percent of payable tons: Percent 

a a ee a ee ee nt a ae 
San Francisco. le RR lle Se Ie 3 SA BR a Nani OR irate 4 ee a aeors Aes 5. 09 
TI ITIN  e e ee  ee 2 e  Te 3. 14 
Pe SE ot etka waaee ee Sch tle e wane ee 1. 70 
All others_____-_- i i ci Si ie era ii Sel xk “aa atta ela on aie ates 1. 55 
cl sais Smee et Orasthonactettiees ee acdc into bona eoieoas e bace oe _. 100. 00 


6. Over $5 million. 

7. General Motors Overseas Operations Division maintains a traffic and filling 
department which is responsible for the traffic work involved in the export by 
General Motors Overseas Operations Division of General Motors products of 
United States and Canadian origin. 

(a) The number of persons employed in the traffic and billing department is 176, 

(b) The traffic and billing department has 141 employees who are engaged 
principally in the performance of the following tasks: 

Receipt of notices of dispatch from source, notices of arrival at port, 
invoices, packing lists and so forth; 

Tracing; 

Arranging for storage; 

Cubing; 

Consolidating shipments; 

Booking of ocean space; 

Matching arrival notices with shipping papers; 

Supplying forwarders and/or brokers with information for preparation of 
export declarations; 

Checking validated export declarations with shipping papers; 

Preparation of delivery orders for trucking and lighterage, forwarding 
delivery orders to delivery carriers and so forth; 

Preparation of bills of lading, consular invoices, and certificates of origin; 

Arranging for marine insurance; 

Obtaining signed bills of lading, dock receipts and so forth; 

Separating and forwarding documents; 

Audit of charges for inland freight, storage, trucking, lighterage, ocean 
freight and so forth, and preparation of authorizations for payment of such 
charges; and 

Payment of consular fees. 

(c) Company controls the booking of space. 

(d) Company does not prepare all documents required with respect to exporting. 

(e) Company uses seven messengers for distribution and filing documents. 

(f) See No. 7 (b) above. 

8. Baker, Irons & Dockstader, Inc., and Caldwell & Co., Inc. 

9. General Motors overseas operations division has no direct information on 
this subject, but it is our understanding that, except for a relatively few cases, 
brokerage is received on General Motors shipments from the ports referred to in 
No. 5 above. 

10. The forwarders and/or brokers named in No. 8 above prepare and process 
export declarations and provide messenger service. 

11. The forwarders and/or brokers named in No. 8 above prepare and process 
the export declarations and provide messenger service on all shipments except 
in rare instances when a customer requests use of another forwarder and/or broker 
or when it is more expedient for General Motors overseas operations division to 
perform these functions itself. 

12. No. Thirty-odd years ago when the named forwarders and/or brokers 
were first designated by General Motors, no compensation was paid them by 
General Motors. It is our understanding that this was in accordance with cus- 
tomary trade practice. To date these arrangements have not changed. 

13. The cost and arrangements vary with the outport and the amount of service 
required. In some outports where the only service rendered is passing the export 
declarations through customs, this is performed by the steamship agent at no 
cost or for a nominal sum ranging from 50 cents to $2. In other instances the 
charge to us by the local forwarder and/or broker involved is from $5 to $7.50 
per shipment depending on the services requested, which vary but may inciude 
clearing export declarations through customs, processing bills of lading through 
the steamship company and processing documents through a consulate. 

General Motors overseas operations division has no information as to what 
extent, if at all, the fees are based on brokerage. 
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14. No, except insofar as the companies named in No. 8 above, or any stock- 
holders, officers, or employees thereof, may be relatively small stockholders of 
General Motors Corp. 

15. Baker, Irons & Dockstader was designated by General Motors in 1918. 
The choice of Baker, Irons & Dockstader was made by management officials no 
longer in service. Presumably they considered them reliable and qualified to 
perform the required functions. General Motors decided in 1924 to designate a 
second forwarder and/or broker. Caldwell & Co., Inc. was designated at that 
time because of General Motors’ confidence in their reliability and qualifications. 

The nature of the services performed by the forwarders and/or brokers has 
changed from the practice in the early years, when they performed almost all the 
functions involved in processing exports, to the current practice, under which 
they prepare and process export declarations and provide messenger service. 

Trusting the foregoing furnishes the information desired, we remain. 

Respectfully yours, 
T. J. GILsENAN, 
Traffic Director. 





BakER, Irons & DockstTaADER, Inc., 
New York, N. Y., March 6, 1956. 
CHARLES F, WARREN, Esq., 
Counsel, Special Subcommittee on Foreign 
Freight Forwarders and Brokers, 
House Office Building, Washington 25, D. C. 


DeAR Sir: We are pleased to submit the following information, in reply to the 
questionnaire received with your recent communication: 

|. March 6, 1956. 

2. George H. Taylor, president. 

3. Baker, Irons & Dockstader, Inc., 8-10 Bridge Street, New York, N. Y. 

+. Customs Brokers and Forwarders Association of America, Inc., Steamship 
Freight Brokers Association, and New York Foreign Freight Forwarders and 
Brokers’ Association, Inc. 

5. At present 95. In the past we have employed up to 115. 

6. Customs and freight brokerage. 

7. George H. Taylor and Frederic B. Irons are the sole owners of the company 
and neither is a stockholder, director, officer or employee of the company identi- 
fied in No. 8. 

8. General Motors overseas operations. 

(a) and (b) We believe that furnishing this information would result in unfair 
advantage to our competitors, to our detriment. Therefore, we respectfully 
request that we be permitted to refrain from answering for the publie record. 
If the committee finds that the information is essential. and actually required, 
we ask permission to submit it privately. 

(c) Brokerage. 

(d) Constant daily contact in connection with each shipment handled by our 
company. 

(e) No forwarding fees charged as services rendered are considered by us to 
be a brokerage operation, although it is possible to construe some services rendered 
as a dual freight forwarding and brokerage operation, inasmuch as such services 
are beneficial to both shippers and carriers. 

f) Continuously since 1918. 

qg) Over a period of years the manner of arranging for booking of cargo, and 
the requirements for delivery to piers have somewhat changed. The principal 
change, insofar as we are concerned, in connection with this account, is that 
whereas the steamer bookings were originally arranged for by our company, they 
now are arranged for by the client. 

9. Yes. 

10. Brokerage 61 percent. Forwarding fees 39 percent. 

11. (a) Not on commercial shipments. 

6) On shipments handled for the Government of the United States of America, 
forwarding fees have been waived at the request of the agencies involved, and our 
compensation for handling the forwarding details was obtained solely from 
brokerage. 

(c) We handle the forwarding details in connection with some of the shipments 
made by a nonprofit relief organization, whose policy it is to allow the recognized 
forwarders or freight brokers of their suppliers to act on their behalf. The basis 
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of compensation to us, as well as to organizations similar to ours on shipments 
handled by them, is a guaranteed minimum income per shipment; brokerage being 
taken into consideration in arriving at the minimum. 

12. We believe the present provisions of the Shipping Act have given general 
satisfaction to the export and import business conducted in the United States. 
We, also from our experience, believe the act has been administered by the 
Commission in a way that has been helpful and encouraging to all parties engaged 
in foreign commerce. It is our opinion that any abuses, from time to time, that 
might have a tendency to creep in any form of business, have been kept at a 
minimum. Accordingly, we know of no need for additional legislation at this 
time. It must be borne in mind that we are working under conditions that 
change rapidly. A statute passed by the Congress to amend the Shipping Act 
to meet a current and temporary need might prove burdensome and undesirable 
in the not distent future. Considerable time probably would be required to 
enact the necessary change in the law. 

13. We trust the foregoing will be helpful to the subcommittee. 

Respectfully, 








ij 
BAKER, Irons & DocxkstTapEr, INc. i 
By G. H. Taytor, President. 
; 
WESTINGHOUSE ELECTRIC INTERNATIONAL Co., 
New York 5, N. Y., March 2, 1956. : 


CHARLES F. WaRREN, Esq., 
Counsel, Special Subcommittee on Foreign Freight Forwarders, 
House Office Building, Washington, D. C. 
Dear Mr. WarREN: We enclose herewith answers to the questionnaire which 
was attached to your letter of February 7, 1956. 
Very truly yours, 
J. R. RINeEwART, 
Manager, Service Division. 


COMPANY QUESTIONNAIRE 

1. Question. Date. 

Answer. March 2, 1956. 

2. Question. Name and position of declarant. 

Answer. J. R. Rinehart, manager; service division. 

3. Question. Name and address of company. 

m ne Westinghouse Electric International Co., 40 Wall Street, New York, 

4. Question. Kind of articles or commodities exported. 

Answer. Electrical apparatus and supplies. 

5. Question. Ports chiefly used for export; approximate percentage of tonnage 
allotted to each. 

Answer. New York, 70 percent; Baltimore, 10 percent; gulf and west coast, 
15 percent; all others, 5 percent. 

6. Question. Estimate of ocean freight charges paid on annual basis (state 
only $1,000 or over, $100,000 or over, $1 million or over, $5 million or over, 
whichever is applicable). 

Answer. $1 million or over. 

7. Question. Does company maintain an export department? 

(a) Number of persons employed in department? 

(b) Number of persons engaged in freight-forwarding work. 

(c) State whether company or department controls the booking of space. 

(d) State whether company or department prepared all documents re- 
quired with respect to exporting. 

(e) State number of messengers used, if any, for distributing and filing 
documents. 

(f) Briefly relate other forwarding functions performed by company or 
department. 

Answer. The business of the company is exporting. 

(a) All of the company’s employees (approximately 790) are engaged in 
export work. 

(b) There are 35 employees in the shipping department; these 35 em- 
ployees engage in freight-forwarding work. 

(c) The company, through its shipping department, controls the booking 
of space. 
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(d) The shipping department of the company prepares all documents ex- 

cept in emergencies. 
Three. 

(f) In addition to preparation of export declarations, bills of lading and 
consular invoices and booking freight, the shipping department releases 
freight, places insurance and mails documents to foreign consignees. 

8. Question. Name of freight forwarder and/or broker(s) designated to receive 
brokerage fees, excluding those designated at outports. 

Answer. Drew Ship pping Corp., 8 Bridge Street, New York, N. Y.; F. D. 
Bruemmer, 15 Moore Street, New York, N. Y. 

9. Question. Name ports at which forwarder and/or broker(s) named in No. 8 
above receive brokerage fees. 

Answer. New York, Philadelphia, and Hampton Roads. 

10. Question. State precise services forwarder and/or broker(s) named in No. 8 
above performs with respect to company export shipments. (State all services, 
whether characterized as forwarding or brokerage functions). 

Answer. (a) Clear export declarations (daily) 

(b) Pick up and deliver steamship companies’ bills of lading (daily). 

(c) Present invoices and certificates of origin for certification (daily) 

(d) Present and pick up consular documents (daily) 

(e) Drew Shipping Corp. has occasionally prepared shipping documents when 
the company’s facilities are overtaxed. Occasionally the company calls forwarders 
ind/or brokers in for consultation on matters pertaining to export shipping and 
occasionally asks them to check ocean freight bills for correct rate application. 

11. Question. Do services stated in No. 10 above occur on every shipment, 
occur frequently, occur occasionally, occur rarely. (If frequently, occasionally, 

rarely, amplify.) 

Answer. The frequency of service is indicated in 10 above. 

12. Question. Does company compensate forwarder and/or broker(s) named? 
If not, why not? 

Answer. The company has not in recent years compensated the New York 
forwarders and/or brokers. The company has asked Drew Shipping Corp. to 
bill a service charge when they have prepared documents for the company, but 
thus far they have not made such a service charge. 

13. Question. At outports, does company use a forwarder and/or broker(s)? 
If so, briefly relate services performed, compensation paid, and whether forwarding 
fee is based in whole or in part upon the amount of brokerage to be received. 

Answer. The company does use the services of forwarders and/or brokers in 
connection with shipments at outports. Services performed at Baltimore include: 

(a) Release material to = rs, including expediting. 

(b) Clear some export declarations. 

(c) Prepare some consular documents. 

(d) Prepare steamship companies’ bills of lading for some shipments. 

(e) Present consular documents for clearance. 

At gulf and west coast ports, in addition to the above services, the forwarders 
and/or brokers prepare substantially all bills of lading and consular documents. 
No compensation has been paid at Baltimore (up to about a year ago services (a) 

and (b) above were performed by the steamship companies). Compensation of 

.50 per shipment is paid at gulf and west coast ports. At other outports, 
there is no established practice, but the company pays bills when submitted. 

14. Question. State whether any of the brokerage fees revert either directly 

indirectly to company, stockholders, or employees. 

Answer. None of the brokerage fees revert either directly or indirectly to the 
mmpany, stockholders, or employees. 

15. Question. State reasons company originally designated forwarder and/or 
roker(s). In the opinion of company, has the nature of and the value of the 
services originally performed by forwarder and/or broker(s) changed? If so, in 

hat respect? 

Answer. The relationship of the company with a forwarder and/or broker 
dates back to the early 1920’s when the company’s export business was relatively 
small. The company always prepared its own documents, believing that 

his was more convenient, but the company did use the facilities of the forwarder 

l/or broker in these early days to check and obtain freight rates, advise the 
company in matters of adequate export packing, and counsel with the company 
othe ‘r matters relating to export shipments. The forwarder and/or broker was 
compensated for any trips or out-of- pocket expenses involved in connection with 
requests. As the company’s export business expanded, it became more 
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knowledgeable in its own shipping department and required less service from 
the forwarder and/or broker. However, the company always considered a for- 
warder and/or broker to be convenient and it still does, because it makes avail- 
able a source acquainted with the company and its policies from which the 
company can draw opinions and information pertinent to export shipping. In 
addition, they occasionally give the company standby service in preparing docu- 
ments when the company’s own facilities are overtaxed. There is no basic change 
in the nature and value of services originally performed, except that in later 
years the amount of services is less in proportion to the volume of the company’s 
exports. 

16. Question. Optional additional comments. 

Answer. Mr. F. D. Bruemmer retired from business at the end of February 1956. 

17. Question. Company authentication. 

Answer. J. R. Rinehart, being duly sworn, deposes and says that he is the 
manager, service division, of Westinghouse Electric International Co., that he 
is authorized to make the foregoing answers on behalf of said company, and that 
the said answers are true to the best of his knowledge and belief. 


J. R. RIinegart. 


Subscribed and sworn to before me this 2d day of March 1956. 


HERMINIO SILVA, 
Notary Public, State of New York. 
Commission expires March 30, 1956. 


DREW SHIPPING CorpP., 
New York, N. Y., February 21, 1956. 
Mr. CHaRLeEs F. WARREN, 
Subcommittee Counsel, 


House Office Building, Washington. D. C. 


Dear Srr: In accordance with instructions contained in a letter dated February 
7, 1956, from Mr. T. A. Thompson, chairman of the Special House Subcommittee 
on Foreign Freight Forwarders and Brokers, I give you the following answers to 
the questionnaire contained therein. 

No. 1. February 21, 1956. 

No. 2. Henry G. Drew, president. 


No. 3. Drew Shipping Corp., 8-10 Bridge Street, New York, N. Y. 
No. 4. None. 

No. 5. Six. 

No. 6. None. 


No. 7. Henry G. Drew, president, owns 100 percent of stock of the Drew 

Shipping Corp. None of the stockholders of the Drew Shipping Corp. are either 

stockholders, directors, officers, or employees of the Westinghouse Electric Inter- 

national Co. 

No. 8. Westinghouse Electric International Co., 40 Wall Street, New York, 
eas 

(a) Approximately 63 percent. 

(b) Approximately $15,500. 

(c) We function in connection with forwarding by doing the following: 
Clearing export declarations. 

Delivering and picking up ocean ladings at various steamship companies 

Delivering delivery orders, lighter orders, etc. to various carriers. 

Delivering and picking up documents at various consulates. 

5. When asked by Westinghouse Electric International Co., we have pre- 
pared shipping documents for them and we have also checked rates charged 
on various bills of lading. We have also acted in an advisory capacity to the 
Westinghouse Electric International Co. in all phases of export shipping. 

(d) We render constant service with respect to each shipment. 

(e) On occasions Westinghouse Electric International Co. has asked us to 
prepare shipping documents and to charge them a forwarding fee. We decided 
not to make a forwarding charge at the present time. This decision on our part 
was prompted by a desire to build up good will and having in mind a view to some 
day taking over the entire shipping operation, i. e. preparing all documents and 
making a forwarding fee on each shipment. 

f) Since July 1, 1953. 

gq) No. 
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No. 9. 
: No. 10. Forwarding fees from all accounts for the year 1955, approximately 


We do not have similar accounts. 


$18,000. 


Brokerage received from all accounts for the year 1955, approximately 
; $24,400. 


4 No. 11. No. We have not made a forwarding fee to Westinghouse Electric 

; International Co. as explained in item (e). 

* No. 12. None. 

; No. 13. Drew Shipping Corp., 8-10 Bridge Street, New York, N. Y., F. M. B. 

; PI P., 

; No. 644. 

j SEAL] Henry G. Drew, President. 
New York, N. Y., February 27, 1956. 

Mr. CHARLES F. WARREN, 


House Office Building, Washington, D. C. 


Dear Srr: As requested in your letter of the 7th instant, I give hereunder 
answers to the questionnaire submitted. 
1. February 27, 1956. 
2. F. D. Bruemmer, owner. 
3. F. D. Bruemmer, 15 Moore Street, New York. 
t. Foreign Commerce Club of New York. 
5. Two. 
6. None. 
7. Sole owner F. D. Bruemmer. No interests in No. 8. 
Westinghouse Electric International Co. 
a) 90 percent. 
b) $13,000 approximately. 
c) Customhouse clearances, checking of licenses, etc. 
1) Daily—Yes. 
No considered brokerage sufficient compensation for services. 
30 years. 
qg) No. 
9. No. 
10. 90 percent; 10 percent. 
11. No. Waiver in whole for account 8 only. 
12. None. 
13. F. D. Bruemmer. 
Respectfully yours, 


mn x 


F. D. BRUEMMER 
CoMpPpANY: AMERICAN CYANAMID Co. 
QUESTION ANSWER 
1. Date. March 15, 1956. 
2. Name and position of declarant. G. W. Van Schaick, general traffic 


Name and address of company. 


1. Kind of articles or commodities 
exported. 

Ports chiefly used for export, 

approximate percentage of tonnage 


allotted to each. 


6. Estimate of ocean freight charges 
paid on annual basis (State only $1,000 
or over, $100,000 or over, $1 million or 
over, $5 million or over, whichever is 

Dp} ‘able B 


manager. 

American Cyanamid Co., 30 Rocke- 
feller Plaza, New York, N. Y. 

Chemicals, fertilizers, drugs, 
medicines. 

New York, 97 percent; New Orleans, 
1 percent; Panama City, 0.5 percent; 


and 


Mobile, Ala., 0.5 percent; San Fran- 
cisco, 0.5 percent; miscellaneous, 0.5 
percent. 


One million dollars or over. 
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QUESTION 
7. Does company maintain an export 
department? 


7 (a) Number of persons employed in 
department. 

7 (b) Number of persons engaged in 
freight forwarding work. 

7 (c) State whether company or de- 
partment controls the booking of space. 

7 (d) State whether company or de- 
partment prepares all documents re- 
quired with respect to exporting. 


7 (e) State number of messengers 
used, if any, for distributing and filing 
documents. 

7 (f) Briefly relate other forwarding 
functions performed by company or 
department. 


8. Name of freight forwarder and/or 
broker(s) designated to receive broker- 
age fees, excluding those designated at 
outports. 

9. Name ports at which forwarder 
and/or broker(s) named in No. 8 above 
receive brokerage fees. 

10. State precise services forwarder 
and/or broker(s) named in No. 8 above 
performs with respect to company ex- 
port shipments. (State all services, 
whether characterized as forwarding or 
brokerage functions.) 

11. Doservices stated in No. 10 oceur 
on every shipment, occur frequently, 
occur occasionally, occur rarely. (If 
frequently, occasionally, or rarely, 
amplify.) 

12. Does company compensate for- 
warder and/or broker(s) named? If not, 
why not? 


13. At outports, does company use a 
forwarder and/or broker(s)? If so, 
briefly relate services performed, com- 
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ANSWER 


American Cyanamid Co. maintains 
an export department to perform traffic 
and accounting functions required to 
distribute the company’s products to all 
foreign countries except those in Cen- 
tral and South America and the West 
Indies. Sales, traffic, and accounting 
functions required to distribute to coun- 
tries in Central and South America and 
the West Indies are performed by a 
subsidiary company, the Cyanamid 
Inter-American Corp. 

American Cyanamid Co., 44; Cyan- 
amid Inter-American Corp., 21. 

American Cyanamid Co., 15; Cyan- 
amid Inter-American Corp., 10. 

Booking space is controlled by the 
company. 

All documents required for export 
transactions are prepared by the com- 
pany, except when the services of freight 
forwarders are used and paid for. 

American Cyanamid Co., 1; Cyana- 
mid Inter-American Corp., 1. 


Other functions performed by the 
company are as follows: 

. Arranging delivery of ship- 
ments to pier. 

2. Preparing documents required 
to collect drawback, if collectible. 

3. Applying for export licenses, 
if required. 

4. Preparing 
certificate. 

M. J. Corbett & Co., Inc., 8 Bridge 
Street, New York, N. Y., and any other 
whom foreign purchasers may request 
us to designate. 

New York. 


marine insurance 


Advises with respect to ship operators 
on various routes, ship operator per- 
sonnel, ship sailings, and gives opinion 
of which operators provide the best 
service, if requested. 


Occasionally. 


The company does not compensate 
M. J. Corbett & Co., either for for- 
warding services or brokerage services. 
No compensation is paid for forwarding 
services for the reason that such serv- 
ices are not utilized. Brokerage serv- 
ices are not paid for since the broker is 
acting for the carrier. 

The services performed by freight for- 
warders at outports depends to some 
extent on the specific port. In general, 
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QUESTION 


sation paid, and whether forwarding 
ee is based in whole or in part upon the 
amount of brokerage to be received. 


State whether any of the broker- 
ave fees revert either directly or indi- 
rectly to company, stockholders, or 
piovees. 

15. State reasons company originally 
designated forwarder and/or broker(s). 
In the opinion of company, has the 
nature of and the value of the services 
originally performed by forwarder and/or 
broker(s) changed? If so, in what 
respect. 
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ANSWER 


however, the freight forwarder does the 
following: 

1. Books space. 

2. Prepares and processes bills of 
lading, consular documents, and 
dock receipt. 

3. Arranges delivery to pier with 
carrier. Sends completed docu- 
ment to shipper. 

The forwarders are compensated at 
standard fees stipulated for each serv- 
ice performed. The average fee for 
forwarding services performed is $7.50 
per shipment. Insofar as is known, the 
forwarding fee is not based upon the 
amount of brokerage to be received. 

No part of any brokerage fee reverts 
either directly or indirectly to this com- 
pany, its stockholders, or its employees. 


Originally the reasons for employing 
the services of a freight forwarder were 
to prepare shipping documents and to 
attend to the details of making an 


individual shipment, for which the 
forwarder was compensated by the 
shipper at established rates or fees. 


American Cyanamid Co.’s employment 
of outside forwarders has decreased over 
the years because the company’s export 
department now performs most for- 
warding functions. The reasons for 
designating a broker were and are to 
have a source from which to obtain 
information about ships, ship operators 
personnel, and services to foreign ports, 
and to have a party familiar with the 
company’s shipping business to whom 
carriers might look for information and 
assistance, if necessary. The functions 
of the broker formerly included fur- 
nishing information to the shipper 
concerning competitive rates offered by 
the steamship lines. With the advent 
of steamship conferences which have 
established identical rates for members, 
this function of the broker has declined 
to some extent. 


AMERICAN CYANAMID 
By G. W. Van Scuaicx, 
General Traffic Manager. 


Co., 





Vi 


represent several 


fEMENT OF M. J. Corsetr & Co., INc., In REPLY TO INQUIRY By SPECIAL 
SUBCOMMITTEE ON FOREIGN FREIGHT FORWARDERS AND 


BROKERS 


M. J. Corbett & Co., Inc., freight forwarders and customs brokers, have been 
existing and acting in that capacity since 1892. 
and hundred accounts. 
mid Co. and Cyanamid Inter-American Corp. for more than 20 vears, 
x which period we have rendered many services in connection with the han- 
of both export and import transactions. 


We employ some 50 in personnel 
We have represented American 


For a number of years we performed booking, documentary, and similar freight 


irding functions required by them in connection with their shipments. In 
vears, our services as forwarders have been largely reduced to general 
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advice in the international freight field, acting as a consultant and rendering such 
oceasioual documentary and similar assistance as the company might require 
upon request by it. 

We receive freight brokerage upon all shipments that are made by the company 
through the port of New York. No part of any brokerage fee reverts, directly or 
indirectly, to American Cyanamid Co., Cyanamid Inter-American Corp., the 
stockholders of said company, or its emplovees. 

On all other accounts where we receive brokerage we perform documentary, 
booking, and supervisory freight forwarding duties for which a charge is made in 
an amount adequate for the services rendered. 

M. J. Corsettr & Co., INc., 


By Frep —-——-—————,, President. 


WASHBURN Crossy Co., 
New York, N. Y., February 21, 1956. 
Mr. CHarRLEs F. WARREN, 
Subcommittee Counsel, Special House Committee on 
Foreign Freight Forwarders and Brokers, 
Washington, D. C. 

Dear Srr: Attached hereto are our replies to company questionnaire from 
Special Subcommittee on Foreign Freight Forwarders and Brokers of the Com- 
mittee on Merchant Marine and Fisheries, Washington, D. C. 

We trust you find them in order. 

Very truly yours, 
WASHBURN Crossy Co., 
By J. A. KRULFEIFER. 


REPLIES TO COMPANY QUESTIONNAIRE FROM SPECIAL SUBCOMMITTEE ON FOREIGN 
FREIGHT FORWARDERS AND BROKERS 


No. 1. February 15, 1956. 

No. 2. Joseph A. Krulfeifer, export traffic manager, New York Export Office. 

No. 3. Washburn Crosby Co. (trade name), General Mills, Inc. (Nors.— 
Washburn Crosby Co. is a trade name only. The information contained herein 
applies to all export transactions originating in the New York office of General 
Mills, Inc., including export business done in the name of General Mills, Inc., 
and its trade names.) 

No. 4. Principally flour. Some small shipments of packaged foods. 

No. 5. Ports chiefly used are New York (approximately 52 percent), New 
Orleans (approximately 17 percent), Houston (approximately 17 percent), and 
Galveston (approximately 11 percent). 

No. 6. $1 million or more. (This estimate includes ocean freight charges on 
shipments to Puerto Rico on which no steamship brokerage is paid and on ship- 
ments from New Orleans, Houston, and Galveston on which broker named in 
No. 8 below does not receive brokerage.) 

No. 7. Yes; company maintains an export department at 80 Broad Street, 
New York, N. Y. 

(a) 44 (ineluding salesmen, secretaries, telephone, teletype, filing, messenger, 
and other service positions). 

(b) 12 (including some who also do other nonforwarding work). 

(c) The export department of the company controls the booking of space. 

(d) The export department of the company prepares all documents required 
with respect to exporting. 

(e) 3. 

(f) The export department, in addition to the preparation and distribution of 
export documents, also handles such other forwarding functions as the ordering 
of shipments from mills to seaboard, tracing shipments, lodging of orders with 
railroads for delivery of shipments to steamer, and payment of ocean freight 
charges. 

No. 8. Inge & Co., Inc., 42 Broadway, New York, N. Y. 

No. 9. All Canadian and United States Atlantic ports. 

No. 10. Consultation on grain and flour rates including charter rates. Check- 
ing availability of freight space. 

No. 11. Occasionally. It is difficult to state exactly the extent to which we 
use the services of the freight broker as stated in No. 10. At times we may be 
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in constant contact with them over a period of several days to a week. At other 
times, it may be 1 or 2 hours weekly. Sometimes a month or more may pass 
without our making use of their services. 

No. 12. Our company does not compensate the broker. It long has been the 
accepted practice for freight brokers to be paid by the steamship operators. 

No. 13. At New Orleans, Houston, and Galveston, our company uses the serv- 
ices of freight forwarders. However, all documents required with respect to 
exporting including the shippers export declaration are prepared in our company’s 
New York export department. The freight forwarders enter the shippers export 
declaration at customs house, place order with railroad for delivery of cars to 
steamer, secure signed ocean bill of lading, have consular invoice validated when 
necessary, and arrange inspection if necessary. For these services, we pay the 
freight forwarders 12 cents per 2,000 pounds on flour and 1 cent per case on 
packaged foods. On packaged foods only there is a minimum charge of $1 per 
shipment, maximum $4 per shipment. Whether or not this forwarding fee is 
based in whole or in part upon the amount of brokerage to be received is now known 
to us. Our arrangements with the freight forwarders are independent of any 
other consideration. 

No. 14. No brokerage fees revert directly or indirectly to our company, stock- 
holders or employees. 

No. 15. Our company originally designated freight broker named in No, 8 to 
take advantage of their long and varied experience in order to keep in close touch 
with the world freight market, particularly the charter market in grain and flour; 
and to make use of their services in chartering or booking ocean space in difficult 
situations or when freight space became scarce. There has been no appreciable 
change in the nature of and the value of the services originally performed by 
broker. 

No. 16. None. 

No. 17. General Mills, Ine. 

J. A. KRULFEIFER. 


Ince & Co., INc., 
New York, N. Y., February 10, 1956. 
CHARLES F. WARREN, 
Counsel, Special House Committee on 
Foreign Freight Forwarders and Brokers, 
Committee on Merchant Marine, Washington, D. C. 

Dear Mr. WARREN. We are in receipt of letter dated February 7 with question- 
naire attached marked enclosure No. 1 and information concerning our company, 
the substance of which is attached and marked enclosure No. 2. 

In accordance with vour request, we herewith list the answers to the 13 ques- 
tions in your enclosure No. 1. 

1. February 10, 1956. 

2. Alfred Schechter, president. 

3. Inge & Co., Inc., 42 Broadway, New York, N. Y. 

1. Member of New York Foreign Freight Forwarders and Brokers Association, 
Ine. 

5. Twenty-four. 

6. Company engaged in forwarding and related activities. 

7. Owners of company are Frank L. Walton, Alfred Schechter, and Leonard A. 

chechter. No owners named are either stockholders, directors, officers, or em- 
ployees of company indicated in No. 8 below. 

8. Washburn Crosby Co. is identified as a client. 

1) Between 6 and 7 percent. 

b) About $12,000. 

c) Brokerage, essentially. 

d) No precise or detailed answer can be given to this question. We hold our- 
selves out as experts in the field of international shipping. Such expertise is at 
all times freely available to this and other accounts, more especially to the account 
i this questionnaire, Messrs. Washburn Crosby Co. 

On certain occasions, consultations with the account officials may run over a 
period of days or weeks. On others, the account may not contact us or seek 
information from us for longer periods. The important point is that we are at 
all times ready, willing, and able to meet the necessities of the account as its 
requirements and interests appeal. 
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For this consultation and advisory service, we are compensated by the brokerage 
payments earned on the business shipped by this account. 

(e) No. See answer to “D.” 

(f) November 1945. 

(g) Not basic. 

9. None, similar to the one referred to in No. 8. 

10. Two-thirds brokerage __..._.__._.___-- one-third forwarding. 

11. Only to the extent that the nature and extent of the business necessitates; | 4 
in some cases, then the forwarding fee or charge is related, as a business considera- 
tion, to the total income earned balanced against the work involved. 

12. None. 

13. Inge & Co., Ine., Alfred Schechter, president. 

Yours very truly, 


| 
' 
i 
j 


Ince & Co., INc. 
Per ALFRED SCHECHTER, 
President 





INTERNATIONAL STANDARD Evectric Corp., 
New York, N. Y., February 23, 1956. 
House or REPRESENTATIVES, 
Committee on Merchant Marine and Fisheries, 
House Office Building, Washington, D. C. 


Dear Sirs: We are pleased to respond to the request contained in your letter 
dated February 7, 1956, by submitting the enclosed sworn replies to the question- 
naire, made on behalf of the International Standard Electric Corp. 

Very truly yours, 
J. D. Mauuocn, Service Manager. 


REPLIES TO CoMPANY QUESTIONNAIRE Receivep With Letrer From Com- 
MITTEE ON MERCHANT MARINE AND FISHERIES, Datep FEBRUARY 7, 1956 


1. February 23, 1956. 

2. J. D. Malloch, service manager. 

3. Export department, International Standard Electric Corp., 50 Church 
Street, New York, N. Y. 

4. Telecommunications equipment and electrical supplies. 

5. New York, 96 percent; Baltimore, 1 percent; Gulfport, 1 percent; Mobile, 
1 percent; New Orleans, 1 percent. 

6. $100,000 or over. 

4, 2ee. 

(a) One hundred and forty four. 

(b) Ten. 

(c) Export department controls booking of space where not routed by pur- 
chaser. 

(d) Export department prepares all documents where required for shipments 
routed from the port of New York. Freight forwarders perpare documents 
required for shipments routed from other ports. 

(e) Two. 

(f) Arranges marine insurance; files both domestic carrier and marine in- 
surance claims; files applications for export licenses. 

8. Milton Snedeker Corp., 44 Whitehall Street, New York, N. Y. 

9. On information and belief, at New York and, on information and belief, is 
believed to share brokerage on outport shipments. 

10. Lends assistance on request in connection with services from outports, 
such as supplying information and counsel regarding shipments and als» suitable 
freight forwarders at outports with which he is expected to be more familiar than 
we because of his more varied experience and wider knowledge with respect to 
commodities and the outports not normally handled and used by us. 

11. Occasionally. This is so because the majority of our shipments are handled 
through the port of New York. However, as stated in reply to question 10, 
there are occasions when requests for assistance from him are made. 

12. No. The broker does not request compensation for services rendered. 

13. Shipments through outports are handled by freight forwarders. If the 
steamship company has an office in New York and the exact date of availabilit) 
of the cargo is known, the booking of space is done in New York by our traffic 
division. Where the steamship company has no New York representation or th« 
exact date the cargo will be available is not known, the freight forwarder in the 
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4 itport is requested to make arrangements for space. In both instances, however, 
; the preparation of documents and their submission to steamship companies and 
; consulates are done by the freight forwarder. 
Compensation paid to freight forwarders varies according to the ports and 
ervices performed and ranges from $12.50 to $25 per shipment depending upon 
e documentary requirements involved. We do not know whether the fees are 
sed wholly or in part upon the amount of brokerage to be received. 
No. 
The appointment of the predecessor of our present freight forwarder pre- 
lates the service of the undersigned with this company. On information and 
ief, the undersigned may state that at the end of World War I, when data 
neerning the sailings of vessels and itinerary were not readily accessible to 
hippers, the close association between freight forwarders and steamship com- 
: panies permitted shippers to ascertain quickly the contemplated departure of 
i vessels and to contract for space in an orderly manner. However, some years 
ter such data did become generally available and the services now performed 
the forwarder are those stated in answer to question 10. 
16. None. 
17. Signed by J. D. Malloch, service manager, export department, International 
Standard Electric Corp., for and on behalf of said corporation. 


J. D. MALLocu. 


14. 
15 


State OF New YORK, 
County of New York, ss: 
Subscribed and sworn to before me this 23d day of February, 1956. 


[SEAL] Haroutp Rupu, 
Notary Public, State of New York. 
My commission expires March 30, 1956. 


MILTON SNEDEKER CoRrP., 
New York, N. Y., February 27, 1956. 
tHlousE OF REPRESENTATIVES OF THE UNITED STATEs, 
Special House Subcommittee on Foreign Freight Forwarders and Brokers, 
Washington, D. C. 
(Attention of Mr. T. A. Thompson, Chairman, Replies to Freight For- 
warder Questionnaire.) 
GENTLEMEN: In reply to your letter of February 7, we are pleased to enclose 
herewith replies to the questionnaire submitted to us. 
Very truly yours, 
LLoyp SNEDEKER, Treasurer. 


REPLIES TO FREIGHT FORWARDER QUESTIONNAIRE 


1. Date: February 27, 1956. 

2. Name and position of declarant: Lloyd Snedeker, treasurer and general 
manager, 

3. Name and address of company: Milton Snedeker Corp., 44 Whitehall Street, 
New York, N. Y. 

1. Name of forwarder association, if member: New York Foreign Freight 
Forwarders and Brokers Association, Ine.; Custom Brokers and Forwarders 
\ssociation of America, Inc. 

5. Number of employees: 26. 

6. Activities company engaged in other than forwarding: None. 

7. Ownership of company. Are any owners named also stockholders, directors, 
ficers or employees of company identified in No. 8 below? If so, indicate 
terest: Ownership of the company is vested in four stockholders; namely, 
Mr. Milton Snedeker, president; Mr. Lloyd Snedeker, treasurer and general 

ager; Mr. Joseph R. Kuntz, vice president; Mr. Charles E. Schulz, secretary. 
None of these stockholders are directors, officers, or employees of the company 
lentified in No. 8 below. 

8. Identify company named in attached correspondence as client: International 

ndard Electrie Corp. is the customer. 

State approximate percentage of total brokerage revenue in 1955 which 
rued from identified account: 15 percent. 

State approximate amount of brokerage received in 1955 from identified 
ount: $3,215, 
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(c) State services rendered on identified account (whether forwarding or bro- 
kerage functions): International Standard Electric Corp., whom we serve, make 
shipments to all parts of the world from various United States ports. On ship- 
ments moving from the outports, we book the space, arrange for steamer delivery, 
prepare all the ocean documents, and distribute same in accordance with the 
shipper’s instructions. At New York, where they maintain their own traffic de- 
partment, we furnish information and advise them on special export traffic 
problems which arise and with which they are not quite familiar. 

(d) State frequency of services rendered on identified account. Indicate 
whteher services occur with respect to each shipment: During the year, we render 
specific services on each shipment moving through the outports, according to the 
volume of business; at New York, service is frequently rendered by telephone 
conversations and personal consultations several times a month, but does not 
occur on each shipment. 

(e) State if forwarding fee is charged; if not, why not? Where we prepare 
documents on shipments through the outports, a forwarding fee is always charged. 
On shipments out of New York, where we no not prepare documents, we do not 
charge a forwarding fee. 

(f) Indicate how long have had account: Since 1930. 

(g) Indicate if the nature of services previously performed have basically 
changed: No basic change. 

9. In respect to services rendered, indicate if company has other accounts 
similar to the one referred to in No. 8 above: In respect to services rendered, we 
have no other accounts similar to the one referred to in No. 8. 

10. Indicate the approximate division of revenue derived from brokerage and 
forwarding fees during 1955: Brokerage, 10 percent; forwarding fees, 90 percent. 

11. Does company waive or reduce its forwarding fees with respect to any 
accounts; if so, state whether the waiver or reduction is in whole, or in part, 
occasioned by the amount of brokerage to be received: We do not take any 
account on which forwarding work is necessary without charging service fees 
nor do we waive our forwarding fees because of the fact that we may derive 
brokerage from the carrier. If competition confronts us on an old or satisfactory 
account, there are infrequent occasions on which we may reduce our forwarding 
fees, in order to retain it. 

12. Optional additional comments: We have been established since 1919 (nearly 
37 years) during which time we have procured cargo for the steamship companies; 
they continually solicit us for business, knowing that we are in position to help 
them sail their vessels with as much cargo as possible. 

Respectfully submitted. 

. Mitton SNEDEKER Corp., 
Litoyp SNEDEKER, Treasurer. 


Mr. Tuompson. Practical limitations prevented the obtaining of 
testimony from several concerns named at the beginning of these 
hearings. Under these circumstances, nothing inumicable to the 
interests of these companies, or any employees thereof, is to be 
inferred from the fact that they were named in this record. The 
companies are as follows: 

Shippers: 

Anglo-African Shipping Co. 
sanho Export Co., Inc. 
Clemente Lopez & Co., Ine. 
Ewing & McDonald. 

1. Frieberg & Sons. 
Iran-American Trade Co 
Inter-American Trading Co 
Henry R. Jahn & Sons, Ine. 
Manhattan Buying Corp. 
Vanderburgh & Co. 
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Freight forwarders: 
‘Banho Shipping Corp. 
Exporters Forwarding Co., Inc. 
John J. Hooper. 
Jahrett Shipping, Inc. 
Meteor Shipping Co. 
Morse Shipping Co. 
Penn Shipping & Forwarding Co. 
Stephen Porensky. 
Tomas Shipping Co., Inc. 
Worldwide Forw arde ‘rs, Inc. 


STATEMENTS OF MARTIN A. KERNER, PRESIDENT, AND BEN- 
JAMIN M. ALTSCHULER, COUNSEL, CUSTOMS BROKERS & 
FORWARDERS ASSOCIATION OF AMERICA, INC., NEW YORK, 
N. Y. 


Mr. Kerner. My name is Martin A. Kerner. My associate is 
Mr. Benjamin Altschuler, our counsel. 

Mr. Davipson. Mr. Kerner, if I may interrupt you, I have before 
me, as have the other members of the committee, a copy of your 
statement which, not counting the attachments, is 35 pages in length. 

Now, may I say that we certainly do not want to limit you in any 
way, nor do we want to preclude you from the opportunity of present- 
ing anything that you want to present, but I remember that the late 
Senator Taft once addressed a meeting, and he read his speech. He 
did not get a very good response; and he questioned one or two of 
the folks and said, ‘‘Was there anything wrong with what I said?”’ 

The fellow said to him, “well, in the first place, you read it; and, 
in the second place, you didn’t read it well; and, in the third place, 
it wasn’t worth reading.”’ 

We do not think that that is true in your case, but I think it would 
be a whole lot better if you could help us by summarizing this pretty 
substantial and formidable brief that you have presented. Can you 
do that? 

Mr. Kerner. May I say this: I have sat through every minute 
of the hearings here in New York and in Washington. I have gone 
thoroughly through the record of San Francisco and New Orleans. 

I heard the announcement of the chairman at the opening of the 
meetings in Washington that everyone would be given ample oppor- 
tunity to be heard. 

Now, after all that experience, I thought I had a pretty good ides 
of what this committee was looking for, and I cut down all the 
extraneous stuff. 

I have extracted, as far as possible, all quotations. What I have 
left here is a summary. I don’t think there is a wasted word in it. 

Now, considering all the time that has been given to the opponents 
of the brokers and forwarders, I feel it is no more than fair that we 
should be able to give to this committee the full benefit of our 
knowledge. 

I have no doubt that committee members will read this, but others 
have read contrary statements in ay and the press, as usual, 
has some pretty garbled reports. I do not think it is fair to the 
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forwarding industry that the testimony of the organizations, and 
particularly ours, which is the largest, should be curtailed. 

Mr. Davinson. I disagree with you. I am sorry, and I do not 
think that it is fair of you, Mr. Kerner, to make a statement which 
would indicate that anybody here is trying to preclude you. 

However, the fact that I do not want to preclude you does not mean 
that I have to sit here and listen to a person reading 35 pages. You 
are going to put me to sleep. 

Mr. Kerner. I assure you you won’t sleep, Congressman. 

Mr. Davinson. I think that you can summarize this thing; and, if 
you tell me that there is not a wasted word in these 35 pages, you go 
ahead; but I want to tell you that I have sat for many, many years as 
a judge i in a court of law and I have heard lawyers tell me, “I won’t 
waste a word,”’ but they did waste days. 

You are not going to waste days with me. If I find that any of this 
is repetitious or unnecessary, I am going to stop you. 

Mr. Kerner. That is your privilege. 

Mr. Davipson. If the chairman will go along with me, fine; if not, 
I will have to step out. I did not want to sit here for a couple of hours 
listening to something that I have heard a hundred times. 

I am not trying to preclude you. I know what is going on in these 
proceedings, and I do not think that anyone ought to accuse anybody 
of not giving them a full opportunity. 

Mr. Kerner. I made no accusation. 

Mr. Davipson. You made the inference. If you want to read this, 
go ahead and read it. 

Mr. Kerner. Perhaps we can do it this way. A certain portion of 
this statement is a review of testimony given by other witnesses at 
previous hearings, and that is a considerable portion of the statement, 

I think that I can summarize to a great extent on that, and I assure 
you that I will not take over an hour—not 2 or 3. 

Mr. Davipson. I will appreciate your doing it. 

Mr. Kuuczynsxr. Mr. Kerner, you know that we want to be fair 
with everybody. We have a pretty tough schedule today and I do 
not think we will finish by tomorrow noon. I am willing to stay, but 
we have to be in Washington by Monday, because our committees 
meet there. 

I had hoped that you would go along with us here. You have 35 
pages here, and it would take an hour to read it. We will have it all 
in the record if you will summarize it. 

Mr. Kerner. I will summarize as much as I can. 

Mr. Kuveczynskr. Then we will not interfere with your statement. 
The counsel will kindly refrain from asking questions. You may go 
ahead. Proceed. 

Mr. Kerner. My name is Martin A. Kerner. I have spent over 
4() years in international shipping. I am the president of Heemsoth- 
Kerner Corp., customs brokers and international forwarders, of 8 
Bridge Street, New York City, and president of the Customs 
Brokers & Forwarders Association of America, Inc., at 8 Bridge 
Street, New York City. I am making this statement as a repre- 
sentative of the association by authority of its executive committee. 

It was originally our intention to present 2 or 3 witnesses; but, in 
order to avoid repetitious testimony and save time, we are making 
only one statement. 
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] have with me our counsel, Mr. Benjamin Altschuler. 

With the committee’s permission, he will answer any questions of a 
legal nature. 

The Customs Brokers & Forwarders Association of America, Inc., 
originally founded in 1897 as the Customs Clerks Association, is a 
membership corporation organized under the laws of the State of 
New York. Its members are persons, corporate and individual, 
who are customhouse brokers and ocean freight forwarders and brokers 
having offices in all of the principal ports of the country. 

The total membership is approximately 450. Through its national 
advisory committee there are affiliated with this association all but 
two of the local or regional associations in these industries. 

The affiliated local associations have a combined membership of 
about 200. 

The 2 unaffiliated associations have a combined total membership 
of approximately 125, of which more than 50 percent are members 
of our association. 

We welcome the opportunity of appearing here not only because 
we have witnessed the courtesy and fairness of this honorable com- 
mittee but also because we sincerely hope that, through a full dis- 
closure of the true facts, our industry will at long last find its way 
out of the morass of false and exaggerated accusations and emerge 
into an era of peace and tranquility under fair and reasonable 
regulation. 

This association, far from opposing regulation, has established its 
own standards of qualifications and ethics to which all applicants for 
membership are required to subscribe. 

In fact, as early as 1948, 2 years before the promulgation of General 
Order 72, it publicly announced its intention to police the customs 
brokerage and forwarding industries as far as lies within its power, 
and it has religiously adhered to that resolution. 

It is of importance to note that since that time we have had only 2 
oceasions to take disciplinary action against a member, and only 1 of 
the 2 required formal procedure. 

Perhaps this good record is, in part, due to our rigid requirements 
for membership, but we prefer to believe that out industry contains 
no greater proportion of “bad apples’’ than is found among doctors, 
lawyers, and others. 

The committee has announced that it is interested in obtaining 
only the full and true facts. In pursuance of that objective, I believe 
it would be helpful to comment briefly on some of the testimony of 
previous witnesses. 

Early in its statement to this committee, the Department of Defense 
stated as its policy, and I quote: “The services of the foreign freight 
forwarding industry should be utilized only when justified on the 
basis of economy and efficiency.”’ 

With this policy we have no quarrel. 

Further in its statement the Department of Defense testified: 

_ The New York port of embarkation advised the chief of transportation that 
the anticipated savings through the utilization of foreign freight forwarders has 
not materialized. 

Here again we have no quarrel, providing only that the statement 
can be supported by actual figures. Unfortunately, the Department 

Defense fails to supply such figures, and in answer to questions 
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by the committee and its counsel has stated that is it impossible to 
determine the costs to the Department of handling these forwarding 
transactions, while at the same time stoutly maintaining that the 
costs to the Department are less than the cost of employing inde- 
pendent foreign freight forwarders. 

On what premise the latter statement is based is not disclosed. 

I don’t know on what basis the Department of Defense ean main- 
tain that it is cheaper for them to do the work themselves than it is 
to employ forwarders, when at the same time they say that they don’t 
know what it costs them. 

Perhaps the answer is contained in those mysterious terms of 
“logistics,” “security,’’ and ‘military expediency,’ which the poor, 
ignorant public and its representatives are not supposed to under- 
stand, but which are often defined by GI’s as ‘‘Army gobbledygook 
and double talk.” 

In any case, if this honorable committee is to determine from such 
testimony, whether the Department of Defense or private handling is 
more economical or efficient, I do not envy them their task. 

It is common knowledge, however, that in efficient big business 
today, specialists are employed for each operation; and: cost records 
are such that not only is the cost of each operation readily available, 
but a manufacturer can, in an instant, tell the cost of each tiny 
screw in a machine, right up to the time it is finally installed in the 
machine itself. 

Mr. Warren. Mr. Kerner, do you think a freight forwarder can 
tell the cost of each tiny screw in his business? 

Mr. Kerner. Unfortunately, strange as it may seem, there are 
more complications in the costs of a freight forwarder than there are 
in the manufacturing process. 

If the Department of Defense does not thus segregate its operations, 
and if the Department of Defense does not know its detailed costs, 
then perhaps it is time for Congress to make inquiry as to why the 
Department of Defense does not employ modern methods of efficiency 
and economy. 

My next paragraph is an example of relative costs. It refers to 
International Harvester, which yesterday testified that they were 
giving up their forwarding department because it was more economical 
to employ forwarders. I believe those were the exact words they used. 

Mr. Warren. Did they give any reason that accounts for the 
economy? I am speaking of Mr. Zimmerman’s testimony, wherein 
he conceded that he believed it was because of the brokerage that 
would be received. 

Mr. Kerner. I don’t believe that is always true. No doubt 
brokerage has some influence on it. 

Mr. Warren. But you do not think that is the reason that the 
forwarder in that instance can perform the task more cheaply? 

Mr. Kerner. Definitely not. If we confined it purely to Inter- 
national Harvester’s work, I think the forwarder can do it more 
cheaply. He is more expert. I will come to that later. 

While on the subject of relative costs, | would like to give the 
committee a concrete example: 

One of our largest exporting manufacturers—I will mention the 
name if the committee so desires—for years maintained its own 
forwarding division, consisting of about 50 employees. 
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Within the past 2 months, following the filing of bids, this company 
has decided to eliminate its own forwarding department, and use the 
services of independent foreign freight forwarders. 

Surely such a large and efficient organization would not make such 
a change if it were not advantageous and economical to do so. 

The learned legal talent of which this committee is composed 
certainly know the old adage: ‘“The lawyer who is his own attorney 
has a fool for a client.” In my humble opinion that adage can be 
applied with equal force to the average exporter who is his own 
forwarder. 

The Department of Defense has testified—in Washington—that 
the military supply system contains 2,500,000 different items and 
admits that the figure often includes the same article, but of a different 
model or mark. I doubt very much that this committee needs 
testimony to learn that tractors come in various models, and screws 
come in various sizes, but even a novice knows that, for shipping 
purposes, a tractor is a tractor, and a screw is a screw, regardless of 
model or size. 

I wanted to call the committee’s attention also to the fact that the 
Department of Defense quoted from a letter of Congressman Bland 
in support of their contention that the Army should continue to 
handle their own shipments. 

In his statement, transcript page numbers 230-231, Mr. Earl B. 
Smith, of the Department of Defense, quotes from a letter of Congress- 
man Bland, dated November 20, 1947, as follows: 

In your previous correspondence, vou mentioned that the Army would handle 
shipments of military equipment and direct Army purchases under the Greek- 
Turkish loan. It seems to me that the handling of such equipment by the 
Army and the use of its facilities for forwarding may be appropriate. 

At this point the Department of Defense places a period. Refer- 
ence to Congressman Bland’s letter, a copy of which is attached to 
our memorandum in reply to the General Accounting Office’s report, 
and incorporated into this record, will plainly show that the De »part- 
ment of Defense’s quotation does not end in a period, but in a 
semicolon, and is followed by these words— 
but it has just come to my attention that the Army is now also shipping road 
material and other equipment of a nonmilitary nature through its own facilities 
in the port of New York. If so, I think it is clearly in violation of the direct 
mandate to the Government departments, set forth in the Bland Freight- 
forwarding Act. 

will not comment upon the tactic of lifting a phrase from its 
context. 

I wish to make it perfectly clear that I sincerely believe that the 
Department of Defense does a most excellent job of its primary duty 
of defending our country and nowhere in the world could we find 
better specialists i in that field. May I suggest, however, that there 
are also specialists in other fields, such as forwarding and accounting? 

Re WarrEN. Mr. Kerner, would you favor a policy to require 

e Department of Defense to use forwarders regardless of the cost 
= tor, as a matter of public policy; namely, you are small business 
enterprises as I understand the freight forw arding industry? 

Mr. Kerner. We are very small. 

Mr. WARREN. Maybe the Government should not be doing this. 
If that is the case, in taking into consideration the principle of private 
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industry versus Government, would you favor a public policy to 
require the Department of Defense to use freight forwarders? 

Mr. Kerner. With qualifications. 

Mr. Warren. Would you indicate those, please? 

Mr. Kerner. Well, I do not think that the Department of Defense 
could operate very efficiently if they had to go around to a hundred 
freight forwarders to ship rifles or ammunition on a military expedi- 
tion. We have no intention, we make no claim to ship purely 
military merchandise. 

Mr. Warren. You are talking about commercial-type shipments 
which are handled by Defense which are not strictly guns and weapons. 

Mr. Kerner. As Congressman Bland put it, road materials and 
other non-military items, road materials and other equipment of a 
non-military nature. 

Mr. Kiuczynskt. You may proceed, Mr. Kerner. 

Mr. Kerner. My comment on the reports and testimony of the 
GAO will be very brief, since we have answered that report in detail 
in our reply memorandum, which has been incorporated into the 
record of these hearings. 

I only wish to call this committee’s attention to the fact that the 
GAO is commonly known as the “watchdog of the Treasury’’, and 
by its very name, should be expert in all accounting matters. 

Yet the GAO, while supplying a plethora of gratuitous conclusions 
on many subjects, completely fails to give to this committee any 
definite information whatever as to the comparative cost of forwarding 
services as between Government-handling and handling by private 
independent freight forwarders. In fact, the GAO admits that it 
cannot ascertain the Department of Defense’s cost of forwarding, 
but fails entirely to comment on such unorthodox accounting procedure 
—this despite the fact that in another report, the GAO has strongly 
charged the MSTS with waste, duplication, and inefficiency. 

This committee, as well as the GAO, has expressed concern as to 
the effect of the payment of brokerage upon the recapture position 
of the subsidized lines. 

The Maritime Administration has already testified that the subsi- 
dized lines paying the greatest volume of brokerage enjoy the best 
recapture position. 

I would like to add only that this recapture position certainly 
cannot be improved by the Department of Defense tactics of foreing 
these lines to refuse to pay brokerage, while at the same time compel- 
ling them to reduce their freight rates by an equal or perhaps a 
greater amount. That system may make a pretty picture for the 
Department of Defense, ‘but surely no one could seriously contend 
that it helps the taxpayer, who foots the bills. 

I do not know, and have no right to inquire, as to testimony given 
at an executive session of this committee by Mr. Stanley Blumenfeld 
of the GAO, when he investigated for that agency. I do hope, how- 
ever, that he did relate his experience in a subsequent investigation 
he made for the Federal Maritime Board, during which, contrary to 
the GAO procedure, he did consult with representatives of forwarder 
organizations. 

At the Washington hearings of this committee, testimony was given 
that Pacific Coast forwarders handled Government shipments at no 
charge to the Government when they collected brokerage, and that 
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when no brokerage was paid, they made contractural bids to perform 
the forwarding services, at only 4 to 6 cents per ton. 

Since this cargo resulted in much less profit to the forwarder than 
he earned when making no charge and collecting 1% percent brokerage, 
the inference was drawn that brokerage represented an excessive 
payment. 

The GAO report also emphasizes this point. 

I can appreciate that anyone not familiar with forwarding oper- 
ations could easily be misled into believing the correctness of this 
conclusion, but the plain truth of the matter is that in both cases 
someone was taking a free ride on the forwarders’ back. When the 
Government paid the forwarder on a tonnage basis, it was paying only 
a normal fee for forwarding services received, and the carrier took a 
free ride for the services it received. On the other hand, when the 
carrier paid brokerage, it paid only for the services received, and the 
Government took a free ride for the forwarding services. In either 
case, it was the forwarder and the forwarder alone who took the beat- 
ing. It must always be remembered that in putting in his bid to do 
the forwarding services for the Government at 4 to 6 cents per ton, 
the forwarder could not and did not ask the Government to compen- 
sate him for services to the carrier. 

Now, as to the conference testimony at San Francisco, from the 
record of the committee’s hearings at San Francisco, it is obvious 
that this committee has not been deceived into believing that the 
testimony of the conference chairmen reflected the views of the 
member lines, but I do think the committee should be informed of the 
extent to which the dictatorship of such chairmen is carried, especially 
in the Pacific Coast European Conference. 

In docket 767 (Record McArt, 341-348), Mr. McArt was closely 
cross-examined in connection with a letter he received from the Chief 
of the Regulation Office, stating that conference rule 22 appeared to 
violate the decision in docket 657, and requesting the conference to 
give “prompt attention” to revising that rule. 

When asked if this conference met to decide whether any action 
should be taken, Mr. McArt answered: “Oh, no! I would not call my 
people together for such a matter as that.” 

When asked who made the decision, he answered “I did.’’ And he 
later stated that he advised members of what had been done, after 
his action had been taken. 

The committee’s attention is also directed to the fact that in this 
docket 767, the testimony of the one and only American Flag member 
of the Pacific Coast European Conference was in direct contradiction 
of that given by Mr. McArt, both in that proceeding and before this 
committee, 

| think it is a reasonable assumption that Mr. McArt’s testimony 
before this committee was based on a similar lack of authority, es- 
pecially when it is noted how carefully he evaded questions as to the 
feelings of his member lines. (Record 604—614—-629-630). 

Mr. MecArt testified to this committee that there is no such thing 

managerial discretion of the individual lines as enunciated in 
docket 657 (Record 632) 

| have quite a bit here, expanding on that, and mentioned to the 
committee that in docket 767 as well as elsewhere the only American 
lag member of the Pacific Coast European Conference gave testi- 


Y) 


mony which was in direct contradiction of that given by Mr. McArt. 
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It is hard to understand the basis for such a statement but Mr. 
Burley of the Latin American conferences unwittingly explained it 
when he testified that 27 different steamship lines gave up their right 
of managerial discretion when they signed up and joined his confer- 
ences. (Record 662). 

Apparently these gentlemen believe that when they have once de- 
stroyed such inherent rights, not even the Government of the United 
States can restore the slightest portion of them. 

The situation on the Pacific Coast is different from that in other 
areas. It is only on the Pacific Coast that the carriers, or more cor- 
rectly the conference chairmen, would reward the forwarding broker 
by eliminating him from participation in the lucrative trade which he 
has brought to them. 

The testimony at New Orleans has already shown—and I am con- 
fident that New York testimony will also show—the true relationship 
which exists between the forwarder-broker and steamship confer- 
ences, in which the opinions of member lines are given consideration. 

To establish a perspective on regulation, I quote from the recom- 
mended decision of G. O. Basham, ‘chief examiner, and A. L. Jordan, 
examiner, in FMB docket 621 

Forwarding is carried on by three groups. These are (a) independent foreign 
freight forwarders, who have no principal interest in the goods, not any affiliation 
with shippers or consignees; (») manufacturers, exporters, export traders, manufac- 
turers’ agents, resident buyers, and commission merchants, who may or mav 
not have such relations; and (¢c) common carriers by water. 

The independent forwarders, numbering between 300 and 800, handle approxi- 
mately 65 to 70 percent of the business; the nonindependent group, numbering 


more than one thousand, 20 to 25 percent; and manufacturers forwarding their 
own goods, 10 percent. * * * 


Common carriers ordinarily do not render accessorial services and are not 
anxious for forwarding business, and charge rates which the forwarders believe 
to be noncompensatory. 

Testimony at New Orleans substantiated this statement that carriers 
are not anxious to do forwarding. 

Obviously, the independent freight forwarder, with whom this 
hearing is concerned, should, for regulatory as well as practical pur- 
poses, be distinguished from other registrants, and we have long 
urged this separation. Certainly the exporting public is entitled to 
know whether a registrant is truly an independent foreign freight 
forwarder, or is a possible competitor to the very exporter who w ould 
engage him. 

Lack of such separation has also led to s@ddling the independent 
foreign freight forwarder with responsibility for all wrongdoing, 
whereas, by their very nature, some of the alleged evils could only 
be committed by others, who are registered. 

At this point, I would like to make it clear that the number of 
instances of improper action is insignificant when compared to the 
tremendous volume of transactions handled by independent for- 
warders. In fact, the Maritime Board has testified before this com- 
mittee to that effect. Even those few instances have been drastically 
reduced since the promulgation of G. O. 72. No doubt even greater 
progress might have been made had the F. M. B. been equipped with 
the proper tools and an adequate staff. 

The truth of the matter is that we have been treating the symptoms 
and not the causes of the difficulty. The basic difficulty lies in the 
fact that we are trying to regulate a very small service business 
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through a statute designed for the very large ocean carrier industry. 
[t is hike trying to repair a watch with plumbers’ tools, or to perform 
surgery with a butcher’s knife. 

The FMB has testified to the committee that out of 1,450 forwarder 
registrants, 1,064 have not over 5 employees, and only 166 have over 
10 employees. 

I have no figures on the number of employees engaged by ocean 
carriers, but I daresay that even a single cargo steamer has in its 
crew alone many times the number of employees in the average for- 
warding office. 

Since forwarders are subject to the Shipping Act, they must also 
be subject to the monetary penalties of section 16 of that act. Yet, 
assessment of such penalties against the average forwarder would be 
futile, because it would result in bankruptcy and a failure to collect. 
It is preposterous to assume that Congress would prescribe uncol- 
lectible penalties, and it is therefore apparent that present regulations 
have an inappropriate basis. 

It should also be considered that the present system leaves little 
room for administrative discretion. Administrative questions cannot 
now be definitely answered without the initiation of a docket involving 
formal and expensive procedure. A small service business simply 
cannot afford the time, expense, and legal talent required to cope 
with such cumbersome procedure. 

Similar procedures are followed by the ICC and the CAB, and 
here again they are not intended for the foreign freight forwarder and 
broker. In fact, law and regulation makes this perfectly clear. 

Then, quoting from law and regulation where the CAB definitely 
defines an air freight forwarder as an indirect carrier, and from 
the ICC statute itself, which says that the freight forwarder is a 
common carrier, I say that the CAB, in section 296.2 of its regulations 
(issued pursuant to the statute (52 Stat. 984, 977, 1004; 49 U.S.C. 
425, 401, 496)), defines an air freight forwarder as follows: 

SEecTION 296.2 Classification. There is hereby established a classification of 
air carriers, having the attributes of, and which are designated as “indirect air 
earriers.”’ Sueh classification shall include the following subelassifications: 

a) “Air freight forwarder’ means any indirect air carrier which, in the ordinary 
and usual course of its undertaking, assembles and consolidates or provides for 
assembling and consolidating such property and performs or provides for the 
performance of break-bulk and distributing operations with respect to such con- 
<olidated shipments, and assumes responsibility for the transportation of prop- 
erty from the point of receipt to point of destination and utilizes for the whole 
or any part of such transportation the services of a direct air carrier. 

Chapter 13 of the Interstate Commerce Act (Title 49, U.S.C 
Chapter IV, Section 1002 (a) gives the following definition of a 
forwarder: 

5. The term “freight forwarder” means any person which (otherwise than as a 
carrier, subject to chapters 1, 8 or 12 of this title) holds itself out to the general 
public as a common carrier to transport or provide transportation of property, 
or any class or classes of property for compensation, in interstate commerce, and 
whieh, in the ordinary and usual course of its undertaking, (a) assembles and 
consolidates or provides for assembling and consolidating shipments of such 
property and performs or provides fort he performance of break-bulk and distrib- 
uting operations with respect to such consolidated shipments, and (b) assumes 
responsibility for the transportation of such property from point of receipt to 
point of destination and (c) utilizes, for the whole or any part of the transportation 


of said shipments the services of a carrier or carriers, subject to chapters 1, 8, 
or 12 of this title. 
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Obviously, neither of these definitions can be applied to the foreign 
freight forwarder, with whom this hearing is concerned. 

Air freight forwarders are officially classified by CAB as “indirect 
carriers’’, and the ICC statute itself defines a forwarder as a “common 
carrier’. Both issue their own bills of lading, file and publish freight 
rates of their own making and earn a profit on those freight rates. 

Mr. Warren. Do both direct cargoes to carriers? 

Mr. Kerner. Well, I will have to go back to the definition of the 
law. They act as indirect carriers, and utilize the facilities of common 
carriers. 

Mr. Warren. As indirect carriers, do they direct cargoes to carriers? 

Mr. Kerner. It is not as simple as that, Mr. Warren. I am sorry. 
[ am not an expert on ICC procedure. 

Mr. Warren. I realize the differences. 

Mr. Kerner. May I say that, generally speaking, in I. C. C. the 
carloading company has a very close tie-in, and may even be a sub- 
sidiary of a common carrier. Does that clear it up? I realize that it 
is very difficult, but I think that the committee, at its leisure, if they 
will read the citations which I have here from law and regulations, 
you will find your answer. 

Mr. WarrEN. We are going to hear from the ICC later. Please 
proceed. 

Mr. Kerner. I have only given you what is on the statute books 
and in the regulations. 

The foreign freight forwarder generally (and I except only those 
rare cases where he holds an ICC or CAB license) is neither an indirect 
carrier nor &@ common carrier, and performs none of the functions listed. 
In fact, he is forbidden to issue a receipt in form purporting to be an 
ocean bill of lading (G. O. 72, sec. 244.12). 

It is of utmost importance that these distinctions be clearly under- 
stood, not only for regulatory purposes, but also to stop, once and for 
all, the citation of ICC and CAB decisions as authority for conclusions 
applying to foreign freight forwarders and brokers. Such unfair and 
inapplicable citations have been all too prevalent in the past and were 
again frequently used at this committee’s hearings in San Francisco 
(Record McArt, 589-590—-591-593-595-600, 601). 

There is a crying need for an official pronouncement of these 
distinctions, and I earnestly urge that the committee consider such a 
pronouncement in its final determinations. 

I would like to give one small example of the legal technicalities 
which beset our industry under the present system. 

Some time ago we cooperated with a steamship conference and the 
Office of Regulation in the preparation of mutually satisfactory con- 
ference rules pertaining to the payment of brokerage. 

Subsequently, as a witness at San Francisco, docket 767, which 
specifically pertained to conference rules and brokerage, I started to 
testify as to how satisfactory rules had been established at New 
York. 

The examiner ruled that such testimony was not admissible, and that 
actions of the Office of Regulation were not actions by the Federal 
Maritime Board and could not be considered as relevant (record of 
docket 767, p. 1291). I am only a poor layman, but from this I can 
only come to the conclusion that nothing is official at the FMB unless 
it is formally determined by the Board itself. 
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This is not meant as any criticism of the Board or its officials. I 
mention it only to show that the basis of present regulation is inap- 
propriate to our industry. 

The forwarding business is a service business, and should be regu- 
lated as such. If an example of proper and effective regulation is 
needed, I would suggest examination of the method used by the 
Treasury Department 1 in licensing and regulating customhouse br okers. 

With the exception of his knowledge of customs law and procedure, 
the eustomhouse broker is truly a foreign freight forwarder in reverse. 
He handles imports, where the forwarder handles exports. 

As a matter of fact, in the great majority of cases, the customhouse 
broker is also a foreign freight forwarder and, under customs regula- 
tions may, and in fact actually has, in some instances, been penalized 
to the extent of losing his Treasury license, because of an action 
involving violation of export-control regulations, which action has no 
connection whatever with his activities as a customs broker. 

Generally, all matters of regulation of customhouse brokers are 
handled by simple administrative action, and many cases may be 
decided by officials in the field. Only in very serious cases, such as 
the revocation of a license (and such cases are indeed rare), is formal 
legal and judicial procedure necessary. 

This association sincerely believes that if forwarders were made 
subject to licensing and regulation patterned after that now in effect 
for customs brokers, all of the present difficulties, in the regulation of 
forwarders, would soon disappear. A forwarder today might have 
his registration revoked for violation of G. O. 72 and tomorrow, under 
a different trade name or different corporation, obtain a new regis- 
tration and continue on his merry way. Not so with a customhouse 
broker. 

lf his Treasury license is once finally revoked, he is absolutely 
finished. Not only is he out of business for himself, but all other 
licensed brokers are forbidden to accept business from him or to em- 
ploy his services in any manner whatever. 

Surely regulation under such licensing is a most powerful deter- 
rent to all wrongdoing. 

Our counsel has formerly served, for some 12 years, as solicitor to 
the collec ‘tor of customs at New York, where it was his duty to enfore e 
brokers’ regulations. 

[ have often heard him say that, during his entire tenure of office, 
you could count on the fingers of one hand the number of instances 
when he found it necessary to proceed against the license of a broker. 

Considering that the port of New York is the largest in the country, 
and has some 400 licensed brokers, this is indeed potent evidence of 
the effectiveness of the Treasury system. 

After exhaustive hearings in docket 621, covering the very difficulties 
which we are now discussing, the Federal Maritime Board examiners, 

nu their recommended decision, used these words: 


The only effective way of eliminating these undesirable elements from the 
idustry is through a system of licensing similar to that applied to customs 


rokers, 
The authorization for licensing of customhouse brokers is contained 
n section 641 of the Tariff Act of 1930 (19 U.S. C. 1641), and the reg- 
ulations pursuant thereto may be found in title 31, Code of Federal 
Regulations, sections 11.1 to 11.14. 
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For the convenience of the committee, there is attached to this state- 
ment a copy of the enabling legislation for licensing customhouse 
brokers, but, in order to save time, I shall not read it now. 

We have prepared a rough draft of similar legislation to apply to 
independent foreign freight forwarders, which I respectfully submit 
to the committee for its consideration. This draft is also attached 
to my statement, but I will not read it unless the committee wishes me 
to do so. 

In the event that the committee should decide that no change in 
legislation is necessary, and that the desired results can be accom- 
plished by amended a alone, we have prepared proposed 
amendments to G. QO. 

These have been iabecieniie discussed with the Office of Regulation 
of the FMB, as part of our policy of cooperation with that agency in 
docket 765, now pending. 

For the convenience of the committee, there is attached a copy of 
the present order and, as our proposals are brief, and strike, we believe, 
at the very heart of the evils alleged against the forwarding industry, 
I will read them; I will only refer to anything that is changed. 


SUGGESTED REVISION OF GENERAL ORDER 72 UNDER EXISTING 
LEGISLATION 


Whenever Commission is referred to, change it to Board. 

244.1: Change to read 244.1 (a). No change in wording. 

The first section, 244.1, of the present order defines a forwarder. 
We would add an additional paragraph (b) to define an independent 
foreign freight forwarder. 

This is new: 

244.1 (b) An independent foreign freight forwarder is any person defined in 
Sec. 244.1 (a), and who, in addition thereto, also meets the requirements for the 


acceptance of brokerage from a common carrier by water as set forth in Sec. 
244.14 hereof. 


If the committee wishes, I will jump to Section 244.14, to preserve 
the continuity. 

244.14 gives us the usual legal requirements preventing the pay- 
ment of brokerage where it might be a rebate. We have revised the 
second paragraph of that. 

244.14: Use the same wording as in old 244.13, except rewrite the 
second full sentence to read: 


Registration shall not entitle a forwarder to collect brokerage from a common 
carrier by water in cases where payment thereof would constitute a rebate, i. e., 
where the forwarder is a shipper or consignee, or is the seller or purchaser of the 
shipment, or has any beneficial interest therein, or where the forwarder directly 
or indirectly controls or is controlled by the shipper, consignee, a common. carrier 
by water, or by any person having a beneficial interest in the ‘shipment. 


The purpose is to provide a strict and clean line of demarcation 
between the independent foreign freight forwarder and all those others 
in the branch industries, which are now registered. 

Continuing with the proposals, we have: 

244.2: The same, except change 244.14 to read 244.15 

(a): Delete. 

(b): Change to (a) and change wording to read: 


All persons not registered on the effective date of these amended regulations 
shall register with the Board before engaging in the business of freight forwarding. 
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(c): Change to (b). No change in wording. 

244.3: The same. 

244.4: The same. 

Then we would insert under 244.5 a new sentence. 

After the first full sentence, add the following new sentence: 

244.5 (a) Numbers assigned to independent foreign freight forwarders as de- 
fined in 244.1 (b) hereof shall be preceded by the letters IND 

Last sentence, as is. 

(b): Renumber this to read 244.5 (c). 

Add a new 244.5 (b) to read: 

The conduct of forwarders shall be such as would not be deemed grossly unfair 

inethical by accepted commercial standards, nor by standard established by 
recognized Associations of Independent Foreign Trade Forwarders. 

We propose that a registration of $100 be charged to eliminate the 
soda jerks stenographers who do get registered. 

d): Add a new 244.5 (d) to read: 

After the effective date of this regulation, every person registering with the 
Board shall pay a fee of $100. 

We provide for registration lists so that the public may not be 
misled. 

244.6: This is re-written to read as follows: 

Registration lists. The Board will compile periodically and make available to 
all common carriers by water and to the public upon request, lists of all registrants 
with their respective registration numbers. Such lists shall be in such form as 
to clearly distinguish independent foreign freight forwarders from other registrants. 

244.7: No change. 

244.8: No change. 

244.9: No change. 

244.10: No change. 

244.11: No change. 

244.12: No change. 

244.13: This will become 244.14 as modified. 

Under 244.13 we have something entirely new. 

244.13 (a) No common carrier by water may perform any forwarding services, 
including the preparation or filing of an export declaration or any other document; 
provided that, if it is demonstrated to the satisfaction of the Board, that there is 
no independent foreign freight forwarder at the port or ports (or within a reason- 
able distance thereof) served by the carrier, or that other emergency conditions 
exist specific permission to perform such forwarding services at such port or 
port may be granted to such common carrier by water. 

With that we have a companion regulation: 


b) Forwarders at a port of exportation may not by concerted action, demand 
trom an originating forwarder, any share of the brokerage paid by a common 
carrier by water on shipments received through the originating forwarder. 

In addition to 244.14 which I covered earlier, we have two other 
sections. 

244.15: Same as old 244.14. 

244.16: Change to read: 


lhese revised regulations shall become effective (insert date). 


That concludes the suggested regulations. 

Now, as to the Bland Act, one of the announced objectives of this 
committee is to determine whether the Bland Act is still effective, 
and whether that Act needs any amendment. 
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We agree with its author that the Bland Act is still good law and if 
it is to be amended at all such amendment would be only to give it 
teeth, so that recalcitrant Government agencies could no longer 
flout its provisions. 

We have attached to this statement a draft of a proposed revision 
to the Bland Act, but, unless the committee wishes me to do so, | 
will not read it. 


HANDLING OF GOVERNMENT SHIPMENTS 


When the Marshall plan legislation was enacted by Congress in 
1948, there was incorporated a provision that private channels of 
trade be used wherever possible. 

Subsequently, the ECA which was created as a result of the act, 
made its shipments through forwarders, with provision for the pay- 
ment of normal forwarding fees and ocean freight brokerage and the 
United States Maritime Commission thereupon issued G. O. 70, 
permitting registered forwarders to participate in Government ship- 
ments. 

The early grants were principally foodstuffs, and therefore came 
under the jurisdiction of the Department of Agriculture. 

During negotiations with this agency, forwarders asked for a service 
fee of $7.50 per shipment, plus the usual freight brokerage. Since, 
however, Agriculture had no funds available for payment of service 
fees, the forwarders, as an act of cooperation, agreed to handle these 
shipments without charge to the Government. On full cargoes of 
grain, the forwarder received a flat fee of 24 cents per ton or approxi- 
mately $250 per vessel. 

Later, other types of reconstruction material were shipped abroad 
under the jurisdiction of the Bureau of Federal Supply, GSA, and 
the U.S. Army. 

Here again there were no funds available for payment of service fees, 
so that forwarders were once more obliged to handle without cost to 
the Government, despite the fact that there were many small ship- 
ments involving little or no brokerage and, in the case of the Army, 
the forwarder was compelled to hire a union checker at a cost of 
approximately $16 per day. 

When Public Roads came into the picture, the same procedures 
were followed, except that recently Public Roads has agreed to reim- 
burse forwarders for foreign airmail postage which may run between 
$5 and $10 per shipment. 

Thus did it come about that forwarders, generally, work at no 
charge to the Government, and obtain compensation only throug) 
the payment of brokerage. 


TYPE OF SERVICES RENDERED 


I know of no better exposition of the services of forwarders than 
that contained in a statement of Mr. A. V. Biegen, our vice president, 
before a predecessor to this committee. 

Mr. Biegen’s complete statement is included in our reply memoran- 
dum to the GAO report, already in the record. 

For ready reference, a summary of the various services of freight 
forwarders is attached to my statement, but will not be read. 

Now, as to alleged abuses, and questionable practices: 
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SPLITTING BROKERAGE WITH A SHIPPER 


I do not know of any specific instances of such a practice. If, 
however, it does exist at all, it certainly constitutes a rebate in 
violation of section 16 of the Shipping Act, and therefore can be 
prevented or cured simply by enforcing the statute. 


REDUCING OR WAIVING A FORWARDING FEE 


Our association has struggled mightily with this problem, even to 
he extent of including in our bylaws a provision for the publication 
of reasonable fees. We have made many attempts, but have never 
taken any action under this provision, for many reasons. 

We have found that no fee can possibly be established which 
would apply to all cases, since rarely are identical services required in 
any two instances. 

\linimum fees were discussed and discarded, because it is felt that 
even if it were possible to fix such minimum fees, normal competition 
would soon transform the minimum into the maximum, and the cure 
might be worse than the disease. 

On the other hand, in 1944, the Government, through the Office of 
Price Administration, attempted to establish maximum fees for the 
forwarding industry but, after an exhaustive investigation, abandoned 
the attempt as impossible, and granted an exemption from price 
controls. 

In 1951, the Office of Price Stabilization made the same attempt 
with the same result. 

Our experience has shown that the size of the fee is no criterion as 
\o its propriety. A fee which may be an unreasonably low one in 
one case is often excessively high in another. 

We have come to the conclusion that judgment can only be made in 
individual eases. In our proposed revision of G. O. 72, we have sug- 
gested a regulation which, by administrative interpretation could, we 
belie ve, prevent unreasonably high and unreasonably low forwarding 
fee ~ 

As to waiving a forwarding fee entirely, there is much question, 
We cannot overlook the fact that foreign freight forwarders are also 
freight brokers. Generally speaking, in a transaction involving only 
a freight brokerage operation, no fees are charged to the shipper, and 
such practice is deemed quite proper, even though the service benefits 
the shipper as well as the carrier. 

It is interesting to note the practices in other brokerage fields, such 
as insurance and real estate. 

In those fields the broker performs many valuable services for the 
yurchaser and makes no charge whatever, but derives his profit solely 

1m the brokerage paid by the seller. 

| know of no law or regulation which forbids a forwarder-broker 
from waiving fees to a client. It is true that as far back as 1951, the 
then Chief of the Office of Regulation, Mr. Raph H. Hallett, expressed 

‘opinion that forwarders may not work for brokerage alone. It is 
also true that the FMB testified before this committee in a similar 
vein. However, considering that Mr. Hallett prefaced his remarks 
with the statement that the regulation office does not issue official 

terpretations of the agency’s orders, and bearing in mind my own 
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experience at San Francisco, I find no official condemnation of the 
practice. Under the circumstances, I can neither commend nor 
condemn it. Of course, under certain circumstances, the result of 
such a practice might possibly be construed officially as an indirect 
rebate or sharing of brokerage with a shipper. In such a case, I have 
no doubt that enforcement of the statute is the obvious remedy. 

Mr. Warren. In other words, you think there should be enforce 
ment of the statute. 

Mr. Kerner. First I would have to know the statute. I would 
have to have the official interpretation. 

Mr. Warren. Do you recognize a case of unearned brokerage? 

Mr. Kerner. I recognize the possibilities of such. 

Mr. Warren. What, in your opinion, would be unearned broker- 
age? 

Mr. Kerner. Well, a purely hypothetical case and possibly the 
worst one that I can imagine, let us say that I am a forwarder-broker 
and I have a friend, John Jones, who has a very large export business 
and his own shipping department and doing all his own work, and he 
says ‘“‘Now, look, Marty, you are a friend of mine. I would like to do 
you a favor. I don’t want any service from you. You don’t have 
to do anything in connection with my shipments whatever for me, 
for a line, for anybody. All I am going to do is once a month send 
you a list of the shipments I have made. You go and collect the 
brokerage.” 

And perhaps he might add to that ‘““Maybe you would like to slip 
me a little something out of it.” 

There you would have not only unearned brokerage but a rebate. 
Of course, that is a very exaggerated case. I doubt very much if any 
such exists. 

Mr. Davis. That could not happen at all? 

Mr. Kerner. | said | doubt it. 

Mr. Warren. Mr. Kerner, take it a step further. Suppose that a 
forwarder pe formed a limited amount of service; for example, mes- 
senger work? 

Mr. Kerner. Mr. Warren, an answer to that question would in- 
volve us in quite a long argument, or rather, a long discussion, let me 
Say. 

Mr. Warren. I am interested in your answer. 

Mr. Kerner. Since I have the answer to it in a subsequent portion 
of my statement, may I suggest that we wait until I come to it? 

Mr. Warren. You may, sir. 

Mr. Kerner. Perhaps you will get your answer there. If not, | 
will be glad to expand on it. 

Mr. Warren. We are only interested in your opinion. 

Mr. Kerner. Yes, sir. 


PAYMENT OF BROKERAGE TO DUMMY FORWARDERS 


To make a sensible approach, we must first define a “dummy for- 
warder.” 

This is one of our pet abominations, and I think it is best defined 
by an example. 

Let us assume that the XYZ Manufacturing Corp. is a large man- 
ufacturer, with considerable export sales, and he sets up the XYZ 
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Shipping Co., a wholly owned subsidiary, to act as its forwarder and 
broker. 

In this way, the XYZ Manufacturing Corp. is enabled to collect 
brokerage on its own shipments, and XYZ Shipping Co. is a true 
dummy forwarder. 

There is no doubt that this kind of operation should be stopped, 
hut under present law and regulation the task is not an easy one. In 
fact, if the dummy is a corporation, it may be legally almost impossible. 

We do believe, however, that under regulations issued pursuant to 
our proposed revision of G. O. 72, the practice could be stopped by 
administrative action at the time of registration. 














PAYMENT OF BROKERAGE WHEN NOT PROPERLY EARNED 


This association firmly believes that brokerage is compensation paid 
by a carrier to a forwarder-broker in return for services which are of 
benefit to the carrier. Certainly our association cannot contend, nor 
has it ever contended, that brokerage should be paid in any case where 
no service whatever has been performed. 








RESPONSIBILITY OF CARRIER TO INSURE 


BROKERAGE 


PROPER PAYMENT OF 

















Since the payment of brokerage is by law and regulation subject to 
certain restrictions and conditions, it is axiomatic that if a carrier 
should knowingly make an improper payment, it would be just as 
liable as the person who received it. However, I am convinced that 
no responsible steamship line would even consider for one moment the 
payment of brokerage where it has not been properly earned. On 
the other hand, I do bel:eve that if we are either licensing forwarders 
or have an amended G. QO. 72 as we have suggested, the carriers would 
be better able to detect attempts to collect brokerage improperly. 

Again it is a matter of giving a man the proper tools with which to 
work. 

Mr. Kiuuczynski. Mr. Kerner, you have consumed exactly 1 hour 
and you still have 11 pages to go, which would take 22 minutes more. 

The committee is willing to put this into the record. We could have 
one more witness here this afternoon who has been here since we 
opened the hearings last Wednesday morning. 

Mr. Kerner. Mr. Chairman, from this point on I am taking item 
by item what the committee asked me for. I have made it very 
brief, as you noticed. I am only trying to do what the committee 
asked me to do. 

Mr. Kiuuczynsxt. You are very unfair with the committee. You 
have consumed an hour’s time. 

Mr. Kerner. I do not mean to be unfair to the committee. 
Mr. Kiuuczynsk1. We have other witnesses who should be heard. 


P] 





OPRIETY OF PAYING BROKERAGE AND THE REASONABLENESS OF 
COMPENSATION 








Mr. Kerner. As the committee well knows, the ample evidence 
was given in dockets 657, 718, 719, and 767 that brokerage has been 
paid for over 100 years and that traditionally, it has been paid at 
& basic rate of 14 percent of the freight revenue. 
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During all this time neither the propriety of such payment nor its 
amount was ever questioned, until a minority of the conference chair- 
men, who did not truly reflect the wishes of all of the conference 
members, attempted to eliminate the forwarder-broker entirely. 

In these same dockets, carriers have testified that they consider the 
basic rate of 14 percent as a reasonable compensation, and that pay- 
ment at that rate did not affect freight rates, since it was more eco- 
nomical to employ the forwarder-broker than to do the work them- 
selves. 

There is testimony in docket 657 (Davies 1941-2) that in European 
countries brokerage is paid at rates of from 2% percent to 5 percent 
and by some of the very lines whose conference ‘chairmen wish to pay 
no brokerage at all to the American forwarder. Comparing the 
standard ot living in America with that in Europe and considering that 
the American forwarder is paid at best only one-half of what his 
European counterpart receives, there certainly is little basis for any 
claim that the American forwarder is overpaid. 

While on some shipments involving large payments of freight the 
amount of brokerage may possibly seem high, it must be remembered 
that for every such large shipment, there are perhaps 100 or more 
small shipments upon which the amount of brokerage is little or 
nothing. Thus, over the years, there has developed a philosophy that 
the forwarder must take the bitter with the sweet and that, on the 
average, the compensation received is fair and reasonable. This is 
true, regardless of whether shipment is made for the Government or 
for a private shipper. 


CARRIERS PERFORMING FORWARDING FUNCTIONS 


Docket 621 is replete with testimony that where carriers perform 
forwarding services, they do so for noncompensatory fees, or for no fee 
at all. Carriers generally do not wish to become involved in forward- 
ing because they do not wish to assume the responsibility, the diffi- 
culties, and the expense entailed in such an operation. 

A carrier can have only one reason for undertaking such work, and 
that is the hope that by reducing or eliminating forwarding charges, 
it can attract more freight. In any case, the final result is that the 
carrier is offering a financial benefit as an inducement to use its 
services. 

If this is not a rebate forbidden by the statutes, it certainly is an 
unfair trade practice. 

Even if a carrier were to charge full rate for forwarding services, the 
practice would entail great hazards for the exporter. 

One of the duties of a forwarder is to prosecute claims against 

‘arriers, On behalf of his principals. If an exporter, who used a 
carrier as his forwarder, should experience a loss or damage he would 
be in the unenviable position of asking the carrier to prosecute a claim 
against itself. 

The same situation would obtain in rate negotiations, measure- 
ment disputes, freight refunds, availability of competitive earlier 
sailings, and other similar matters, where differences commonly arise 
between the shipper and the carrier. 

This association sincerely believes that carriers should be forbidden 
to engage in forwarding services, and we have included such a pro- 
hibition in our proposed revision of G. O. 62, which is attached hereto. 
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SOURCES AND SIGNIFICANCE OF FORWARDER INCOME 





A forwarder has two basic sources of income—the shipper and the 
carrier. 

For the shipper, he performs various services and charges fees. He 
Iso arranges, when requested or needed, for access to oil services, such 
as cartage, cooperage, insurance, et cetera, while he sometimes earns 
a profit or a commission. 

For the carrier, he also performs many services and receives the 
traditional flat brokerage or commission—usually 1% percent of the 
amount of the freight charged by the carrier. 

Relying as he does on both sources of income, the forwarder may 
be said to ride a two-wheeled cart. Take away one wheel, and 
progress stops. 

\s has been testified before this committee, the proportion of broker- 
age to total income varies from 10 to 80 percent, depending upon the 
clientele of the forwarder, and bearing in mind that the forwarder 
s also very often a freight and/or charter broker. 














FACTORS IN SELECTING A CARRIER 
























The forwarder must base his selection of a carrier primarily upon 
requirements of the individual transaction. These include 
principally the conditions of the letter of credit, the cost and con- 
nience of delivery to steamers’ dock, the sailing date, time of arrival 
destination, type of stowage required, and ability of the vessel to 
ndle a particular type of cargo—hazardous, refrigerated, on deck, 
d so forth. 

It will be noted that I have not mentioned the payment of broker- 
This item gets the last, if any, consideration from a responsible 









l warder. 
EXTENT OF SOLICITATION 
: Forwarders, by mail, telephone, and personal travel, cover not 
only the United States but many foreign lands, as well, soliciting 
business and disseminating information of interest and value to 
ternational traders and others. 
: \side from these normal activities, or perhaps I should say because 
: em, the forwarder is a clearinghouse used by both shippers and 
riers. Solicitors of carriers make constant calls on forwarders 
: arn of possibilities of obtaining cargoes for current sailings and 
swap information on current trends. 
‘ e carriers, by soliciting 1 forwarder, are often able to cover a 
of 100 or more shippers who are the forwarder’s clients. 
{ The saving in time and expense to the carrier is obvious. 
he shipper comes to the forwarder to obtain the advantage of the 
| arder’s knowledge, experience, and up-to-date information and, 
. turn, contributes the experience and knowledge of his own ship- 
ts to add to the forwarder’s lore. 
. \ir. WarreEN. Are forwarders actively soliciting shippers through- 
r out the country? 
¥ ir. Kerner. I am quite certain of it. I get a lot of complaints 
it 16. 
n lr. Warren. At the October hearings in Washington the Federal 





time Board testified to the fact that of 1,459 forwarding organi- 
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zations registered, 1,064 of these concerns consisted of 5 or less 
employees. It appears that the substantial majority of concerns 
consist of five or less employees. If they have any kind of business, 
it would seem that they would be pretty busy handling their own 
affairs and would be unable to constantly engage in soliciting. Could 
you explain this point? 

Mr. Kerner. Yes? I could explain it to you. Let me take the 
average small forwarder organization consisting of about five employ- 
ees. That usu: ally is an organization operated “by a single man, oper- 
ating usually in his own name or under a trade name. 

He has with him 1 or 2 thoroughly trained expert forwarders, and 
then he has 2 or 3 minor employees, a stenographer, a documentary 
clerk, and an errand boy, perhaps. 

Now, this forwarder is a small-business man, and he is trying to 
expand. The head of the firm will, during dull periods, take off and 
say, ‘Look, I am going to make a 2-week trip through the West. 
You can run things while I am gone because everything is running 
smoothly and things are dull now.”’ 

It often happens that particularly during the summer there is a 
dull period. The man goes out not constantly but whenever the oppor- 
tunity is afforded to him, and he has to go out like that if he hopes 
to expand his business because no forwarding business can stand still. 
Exporters are constantly going out of business and new exporters are 
coming into business. If a firm were dependent on 1 or 2 accounts 
and lost 1 large account, they are practically out of business. There- 
fore, a man must solicit. He must try to expand. He must have 
more than 1 or 2 accounts. 

Mr. Warren. Don’t you believe that there are some forwarders 
who depend on 1 or 2 accounts? 

Mr. Kerner. There are. Of course, when you get into the larger 
operations, as Judson Sheldon testified yesterday, ‘such as Universal 
Transcontinental, that testified at San Francisco in 767, they have 
their own offices scattered throughout the country and some offices 
abroad. Every forwarder has agents abroad, and if he cannot go 
there personally he certainly can do a lot by corresponde nee. 

Mr. Warren. There are 80 forwarding concerns with over 20 em- 
ployees, and 339 with 1 employee. Proceed, please. 

Mr. Kerner. Well, the one-employee undoubtedly is one account. 

No shipper, no matter how large, can hope to attain the degree of 
expertness of a forwarder. ( ‘onfined as he is to his own products and 
his own markets, he simply does not have the same opportunities of 
progressive education. Aside from the matter of economy, that ex- 
plains why, contrary to the GAO report, the majority of large shippers 
do employ forwarders, and the ranks of those who do not are being 
constantly thinned, as witness the example I have previously given. 

Furthermore, shippers with their own forwarding departments do 
generally employ forwarders at the so-called outports. 

Legal status of forwarder 

Not being a legal expert, I make no pretense of knowledge of the 
fine technicalities of the law, but over the years I have always s believed 
that the forwarder, because his actions are rarely restricted by detailed 
instructions of any shipper, is an independent contractor. 
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At this time I would like to comment upon the efforts made in the 
various dockets of the Federal Maritime Board, and now being made 
in these hearings, to segregate or divide the benefits received from 
freight forwarder-broker services. 

{s I will outline later, these services originated one by one as our 

country and our commerce developed. As each service came into 
being, the carrier and shipper did not argue as to who received the 
creater benefit. Each service was necessary to complete a transaction 
profitable to both, and therefore each service was of benefit to both. 
In short, the commerce of the United States which, after all, is only 
an accumulation of individual transactions, was benefited. To 
ittempt now, after the numerous services have accumulated, to deter- 
mine the amount of benefit to each party in each service is, to my 
mind, an impossible task. 

At New Orleans and elsewhere great emphasis was placed upon the 
question of whether the export declaration is the responsibility of the 
shipper or of the carrier. The Department of Commerce, within 
whose jurisdiction the export declaration lies, has officially fixed these 
responsibilities in its comprehensive export schedule. Commerce 
now intends to issue an Export Control Handbook for Carriers, giving 
a summary of the principal responsibilities of the United States and 
foreign-flag carriers under export control regulation. We are fortu- 
nate in having a draft copy of the proposed pamphlet, and I would 
like to quote from it; and, with the committee’s permission, I will 

immarize that by saying that the Department of Commerce officially 
says that it is the obligation and responsibility of the shipper to pre- 
pare and have authenticated an export declaration, but it is the 
responsibility of the carrier, under penalty of having the goods un- 
loaded after they have been loaded, or brought back after they have 
bean carried abrcad—it is the responsibility of that carrier to see that 

e has an export declaration for every shipment which is on board his 
vessel. 

It appears to me that if the responsibility is shared by both the 
shippers and the carriers, that it must necessarily follow that the 
benefits are likewise shared. 


\RRIERS’ RESPONSIBILITIES IN CONNECTION WITH THE CLEARANCE OF EXPORT 
SHIPMENTS 


Filing and authentication of export declarations 


379.1, 379.7 (b), 379.8 (a) 
1. This regulation provides that shipper’s export declarations and export 
nses must be presented to the Collector by the shipper or his forwarding 
igent—and that the declaration must be authenticated by the Collector—before 
merchandise is deposited on the pier, dock or other place of lading for loading 

an exporting carrier. * * * 

2. The earrier’s responsibility with respect to the above regulation is not to 
accept cargo for lading until receipt of its copy of the authenticated export decla- 
ra n * * * 

{nd further: 
379.8 (h), 379.11 
{. BFC or Collectors of Customs may order the return or unloading of com- 


ities where there are reasonable grounds for believing that a violation of export 
trol regulations has occurred, or will occur, 
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It appears to me that if the responsibilities are shared by both the 
shipper and the carriers, then it must necessarily follow that the bene- 
fits are likewise shared. 

In fact, the quotation makes it crystal clear that until both obliga- 
tions have been discharged, neither party can hope to obtain his antici- 
pated profit. 

As to the preparation of the ocean bill of lading, it is well established 
that this is the legal obligation of the carrier and therefore the carrier 
must be the sole beneficiary when a forwarder performs that service. 

Mr. Warren. Mr. Kerner—— 

Mr. Kerner. I am trying to anticipate you. The requirement that 
a shipper must furnish the information from which to prepare the 
document only accentuates the carrier’s benefit, since, without it, 
the carrier would have to examine every package for purposes of 
classification and proper assessment of freight charges. 

Mr. Warren. That was not my question, sir. 

Mr. Kerner. | am sorry. 

Mr. Warren. I[f you assume that it is the responsibility of the car- 
rier to issue the document and prepare it, then, the forwarder should 
be compensated for it by the carrier? 

Mr. Kerner. That is right. 

Mr. Warren. If that is so, by the same reasoning, would you say 
also that if the shipper prepared the bill of lading that the carrier 
should compensate him for this service? 

Mr. Kerner. In the first place, such a compensation would be a 
rebate in violation of the law. 

Mr. Warren. | realize that but as a matter of principle. 

Mr. Kerner. As a matter of principle. We are trying to take 2 
different animals, 2 entirely different animals. 

Mr. Warren. Would you explain to me why that situation would 
be a rebate under the law? What is a rebate? 

Mr. Kerner. Well, as I understand it, a rebate by a carrier to a 
shipper would be the giving of any kind of consideration or benefit to 
a shipper out of the funds collected as freight. 

Mr. Warren. But, sir, | am assuming that all shippers who prepare 
their bills of lading should be compe nsated by the carrier, assuming 
as we did, it is the carrier’s obligation. Where is the unfairness which 
would constitute a rebate? 

Mr. Kerner. I am sorry. I am no legal expert, but my under- 
standing of it is this: I ama carrier. I get a certain amount from a 
shipper as freight. That money is mine. I have earned it under a 
proper, este ablished freight rate. If I give any of that money, if it is 
only 5 cents, if I give that back to the ‘shipper, I am making a rebate. 

I may be legally wrong in my opinion, but that is what I understand. 

Mr. Warren. Proceed, sir. 

Mr. Kerner. Of course, the shipper also benefits because he needs 
the bill of lading to complete his transaction, and by the same token 
the country as a whole benefits by the addition ef another completed 
transaction to its foreign commerce. 

I believe the same logic can be applied to all of the numerous 
forwarder services which are of benefit to both the shipper and the 
carrier. 

Each of the many and varied services is like the horseshoe nail in 
the old, old story, which starts with the loss of a nail and ends in the 
sad words, ‘A kingdom was lost.” 
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The pursuit of these benefits is endless. Every one of the many and 
various services in foreign trade is of benefit to all concerned with 
foreign trade. It is like a merry-go-round. Each horse may have 
its own name, but it makes no difference which horse you ride. Yeu 
oo around the circle and come back to where you started, and if you 
are not satisfied, you can take another ride. This is necessarily so. 
If the merry-go-round did not make a complete circle, there would be 
no merry-go-round, and if the services in foreign trade did not make a 
complete circle, there would be no foreign trade. 

This brings us to the heart of the entire inquiry, the definition of 
brokerage. 

[It seems to me that perhaps in this, as well as in all other inquiries, 
the opponents of brokerage payments are deliberately trying to 
confine it to a definition at least 100 years old, without any considera- 
tion whatever of the political, business, and scientific changes which 
have since taken place. 

I have no difficulty in visualizing the captain of a sailing vessel 
arriving in port 100 years ago, going to a broker to ascertain what 
cargo is immediately available, and haggling over the freight rate and 
the amount of the brokerage. I can also envision the possibility of a 
reverse situation, where the broker seeks out the captain as soon as the 
vessel docks, and argues to get his cargo on board. In either case, 
all that the broker actually did was to act as an intermediate negotiator 
between the ship and the cargo, and all the captain did was to sign a 
bill of lading, which was hardly more than a simple receipt. 

I have in my possession an original bill of lading, dated in 1802. 
Unfortunately, this covers a purely domestic movement, but, as far 
as I can learn, the same form was used in those days for any ocean 
voyage. 

If the committee will spare me literally but a minute, I will read the 
entire contents of this ancient document: 

SHIPPED in good Order and well-conditioned, by Low S. Wallace 
in and upon the good Sloop called the Sea Flower whereof George Bird 


is Master for this present Voyage, now lying in the Port of New-York, 
and bound for Philadelphia viz. 


Twenty-four hogsheads glassware. 


Marked being marked and numbered as in the margin, and are to be delivered 
C No] in the like good Order and well-conditioned at the aforesaid Port of 
to 24 Philadelphia (the Danger of the Seas only excepted) unto Mr. Edward 


Cantrell or his assigns, he or they paying freight for the said goods, 


Two Dollars per Hhd. 


with Primage and Average accustomed. In witness whereof, the 
Master or Purser of the said Sloop hath subscribed to three Bills of 
Lading, all of this Tenor and Date, the one of which being accom- 
plished, the rest to stand void. 
Dated in New-York, 
13 May 1802 (Signed) George Bird. 
If the committee would like, I can show you the original. Would you 
care to see it? 
Mr. Kuvezynski. Yes, we would like to see it. You may proceed. 
Mr. Kerner. I daresay that if I were to read a comparable modern 
document, it would take an hour or more. 
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In those days there was little, if any, export industry in the hinder- 
land, and the broker-forwarder may possibly have had a team to haul 
goods to shipside, and might even have had a barn or shed in which to 
store cargo while awaiting the ship. That was the full extent of his 
services to the shipper and, of course, those same services were of 
benefit to the carrier. 

Life, at that time, was indeed simple for the broker-forwarder. 

Certainly he had no difficulty with the regulations of any of the 
numerous Government agencies which exist today. 

Subsequently, as the inland areas were developed, new industries 
were established and new methods of transportation came into being. 
With each step in the march of progress, the forwarder-broker was 
called upon for a new experience and a new service, necessary to both 
the shipper and the carrier, so that today, instead of the 1 or 2 simple 
operations of a forwarder in 1802, we now have the long list of services 
benefiting both the shipper and the carrier, to whic h witnesses have 
testified. The forwarder must be expert in all of them. 

Certainly the forwarder-broker of today bears no more resemblance 
to his counterpart of 150 years ago than does the steamer United 
States to a two-masted sloop. 

Perhaps, in view of this evolution, we should redefine the word 
“brokerage’”’ in its modern sense, or possibly discard it entirely in favor 
of a more appropriate term. 

As to a redefinition, I have already stated that this association 
sincerely believes that brokerage is compensation paid by a carrier to 

forwarder-broker in return for any or all of his services, which are 
of benefit to the carrier. 

Some time ago, in discussing with a conference chairman the 
promulgation of conference rules governing the payment of brokerage, 
he refused to accept the word “brokerage” and substituted the words 
“freight commission.”’ Possiblysome such substitution should be made 
general, since it would provide a distinction between the services 
rendered by the ocean freight forwarder-broker, and those of the 
freight or charter broker, who does not serve in the same dual capacity. 

In conclusion, I wish to state that a cardinal policy of this associa- 
tion is to render full cooperation to all Government bodies, and we 
stand ready to do everything in our power to assist this committee 
in its work. 

Mr. Kuvuczynsxt. Does that complete your prepared statement? 

Do you want all of this incorporated in the record? 

Mr. Kerner. Yes, please. I believe that the attachments are 
hecessary. 

Mr. Kivuczynskr. The attachments? 

Mr. Kerner. They are very necessary. 

Mr. Kiuczynskt. Without objection, so ordered. 

(The documents referred to follow.) 


ATTACHMENTS 
CUSTOMHOUSE BROKERS 


The statute governing the licensing of customhouse brokers is referred to as 
section 641 of the Tariff Act of 1930 as amended by the act of August 26, 1935 
(19 U.S. C. 1641). This section reads as follows: 

“Src. 1641. CustomHovse BrokErs—REGULATIONS FOR LICENSING. 

‘“(a) The Secretary of the Treasury may prescribe rules and regulations govern- 
ing the licensing as customhouse brokers of citizens of the United States of good 
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oral character, and of corporations, associations, and partnerships, and may 
require as @ condition to the granting of any license, the showing of such facts 
is he may deem advisable as to the qualifications of the applicant to render 
iluable service to importers and exporters. No such license shall be granted 
any corporation, association, or partnership unless licenses as customhouse 
kkers have been issued to at least two of the officers of such corporation or 
issociation, or two of the members of such partnership, and such licenses are in 
force. Any license granted to any such corporation, association, or partnership 
all be deemed revoked if for any continuous period of more than sixty days 
after the issuance of such license there are not at least two officers of such corpo- 
ration or association or two members of such partnership who are qualified to 
ansact business as customhouse brokers. Except as provided in subdivision 
of this section, no person shall transact business as a customhouse broker 
without a license granted in accordance with the provisions of this subdivision, 
t nothing in this section shall be construed to authorize the requiring of a 
cense in the case of any person transacting at a customhouse business pertaining 
o his own importations. 


““REVOCATION OR SUSPENSION; APPEAL 


b) The collector or chief officer of the customs may at any time, for good 
and sufficient reasons, serve notice in writing upon any customhouse broker so 
licensed to show cause why said license shall not be revoked or suspended, which 
notice shall be in the form of a statement specifically setting forth the ground of 
complaint. The collector or chief officer of customs shall within ten days there- 
after notify the customhouse broker in writing of a hearing to be held before him 
within five days upon said charges. At such hearing the customhouse broker 
may be represented by counsel, and all proceedings including the proof of the 
charges and the answer thereto, shall be presented, with the right of cross-examina- 
tion to both parties, and a stenographic record of the same shall be made and a 
opy thereof shall be delivered to the customhouse broker. At the conclusion of 
such hearing the collector or chief officer of customs shall forthwith transmit all 
papers and the stenographiec report of the hearing, which shall constitute the 
record in the case, to the Secretary of the Treasury for his action. Thereupon 
the said Secretary of the Treasury shall have the right to revoke or suspend the 
license of any customhouse broker shown to be incompetent, disreputable, or 
vho has refused to comply with the rules and regulations issued under this section, 
or who has, with intent to defraud, in any manner willfully and knowingly de- 
ceived, misled, or threatened any importer, exporter, claimant, or client, or 
prospective importer, exporter, claimant, or client, by word, circular, letter or 
by advertisement. 

\{n appeal may be taken by any licensed customhouse broker from any order 
of the Secretary of the Treasury suspending or revoking a license. Such appeal 
shall be taken by filing, in the circuit court of appeals of the United States within 
any circuit wherein such person resides or has his principal place of business, 
or in the United States Court of Appeals for the District of Columbia, within 
sixty days after the entry of such order, a written petition praying that the 

ler of the Secretary of the Treasury be modified or set aside in whole or in 


part A copy of such petition shall be forthwith served upon the Secretary of 
the Treasury, or upon any officer designated by him for that purpose, 
and thereupon the Secretary of the Treasury shall certify and file in 
the court a transcript of the record upon which the order complained 
of was entered. Upon the filing of such transcript such court shall 


ve exclusive jurisdiction to affirm, modify, or set aside such order, in 
whole or in part. No objection to the order of the Secretary of the 
lreasury shall be considered by the court unless such objection shall have been 
irged before the collector or chief officer of customs or unless there were reasonable 
grounds for failure so to do. The finding of the Secretary of the Treasury as to 
facts, if supported by substantial evidence, shall be conclusive. If any party 
ll apply to the court for leave to adduce additional evidence, and shall show 
the satisfaction of the court that such additional evidence is material and that 
re were reasonable grounds for failure to adduce such evidence in the proceeding 
tore the collector or chief officer of customs, the court may order such additional 
evidence to be taken before the collector or chief officer of customs and to be 
1dduced upon the hearing in such manner and upon such terms and conditions 
as to the court may seem proper. The Secretary of the Treasury may modify 
findings as to the facts by reason of the additional evidence so taken, and he 
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shall file with the court such modified or new findings, which, if supported by 
substantial evidence, shall be conclusive, and his recommendation, if any, for the 
modification or setting aside of the original order. The judgment and decree 
of the court affirming, modifying, or setting aside, in whole or in part, any such 
order of the Secretary of the Treasury shall be final, subject to review by the 
Supreme Court of the United States upon certiorari or certification as provided 
in sections 346 and 347 of Title 28. The commencement of proceedings under 
this subsection shall, unless specifically ordered by the court, operate as a stay 
of the Secretary of the Treasury’s order. 


























“PRIOR LICENSES 





“‘(e) Licenses issued under section 415 of Title 19 (Repealed) or under the 
provisions of subdivision (a) of this section prior to August 26, 1935, shall continue 
in force and effect, subject to suspension and revocation as provided in subdivision 
(b) of this section. 

“REGULATIONS BY SECRETARY 


‘“‘(d) The Secretary of the Treasury shall prescribe such rules and regulations 
as he may deem necessary to protect importers and the revenue of the United 
States, and to carry out the provisions of this section, including rules and regu- 
lations requiring the keeping of books, accounts, and records by customhouse 
brokers, and the inspection thereof, and of their papers, documents, and corre- 
spondence by, and the furnishing by them of information relating to their business 
to, any duly accredited agent of the United States. (June 17, 1930, c. 497, 
Title 1V, Sec. 641, 46 Stat. 759; Aug. 26, 1935, c. 689, Secs. 3-5, 49 Stat. 864, 
865.)” 








PrRorposED Drart oF LEGISLATION FOR LICENSING INDEPENDENT FOREIGN 


FREIGHT FORWARDERS 










(a) The Secretary of Commerce shall prescribe rules and regulations governing 
the licensing as independent foreign freight forwarders of citizens of the United 
States of good moral character, and of corporations, associations, and partner- 
ships, and may require as a condition to the granting of any license, the showing 
of such facts as he may deem advisable as to the qualifications of the applicant 
to render valuable service to exporters. No such license shall be granted to any 
corporation, association or partnership unless licenses as independent foreign 
freight forwarders have been issued to at least two of the officers of such corpora- 
tion or association, or two of the members of such partnership and such licenses 
are in force. Such licensed officers of such corporation or association and such 
licensed members of such partnership jointly shall have and exercise financial 
and executive control of such corporation or association or partnership, except 
that whenever the number of stockholders or members is greater than five only 
the executive control need be vested in the licensed officers or partners. Any 
license granted to any such corporation, association or partnership, shall be deemed 
revoked if for any continuous period of more than sixty days after the issuance 
of such license there are not at least two officers of such corporation or association 
or two members of such partnership who are qualified to transact business as 
licensed independent foreign freight forwarders. Except as provided in subdivi- 
sion (c) of this section, no person shall transact business as a foreign freight 
forwarder without a license granted in accordance with the provisions of this 
subdivision, but nothing in this seetion shall be construed to authorize the re- 
quiring of a license as an independent foreign freight forwarder in the case of any 
person doing the forwarding in connection with the exportation of his own 
merchandise for his own account. 

(b) The Secretary may at any time, for good and sufficient reasons, serve 
notice in writing upon any independent foreign freight forwarder so licensed to 
show cause why said license shall not be revoked or suspended, which notice shall 
be in the form of a statement specifically setting forth the ground of complaint. 
The Secretary shall within ten days thereafter notify the independent foreign 
freight forwarder in writing of a hearing to be held before such hearing officer 
as the Secretary shall designate within five days upon said charges. At such 
hearing the independent foreign freight forwarder may be represented by counsel, 
and all proceedings, including the proof of the charges, and the answer thereto 
shall be presented, with the right of cross-examination to both parties, and a 
stenographic record of the same shall be made and a copy thereof shall be de- 
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ivered to the independent foreign freight forwarder. At the conclusion of such 
hearing the hearing officer shall forthwith transmit all papers and the steno- 
graphie report of the hearing, which shal! constitute the record in the case, to 
the Secretary for his action. Thereupon the said Secretary shall have the right 
to revoke or suspend the license of any independent foreign freight forwarder 
shown to be incompetent, disreputable, or who has refused to comply with the 
rules and regulations issued under this section, or who has, with intent to defraud, 
in any manner willfully and knowingly deceived, misled, or threatened any 
exporter or client or prospective exporter or client by word, circular, letter or 
advertisement, 

\n appeal may be taken by any licensed independent foreign freight forwarder 
from any order of the Secretary suspending or revoking a license. Such appoal 
shall be taken by filing, in the United States Court of Appeals within any circuit 
wherein such person resides or has his principal place of business or in the United 
States Court of Appeals for the District of Columbia, within sixty days after the 
entry of such order, a written petition praying that the order of the Secretary be 
modified or set aside in whole or in part. A copy of such petition shall be forth- 
with served upon the Secretary, and thereupon the secretary shall certify and file 
in the court a transcript of the record upon which the order complained of was 
entered. Upon the filing of such transcript such court shall have exclusive juris- 
diction to affirm, modify, or set aside such order in whole or in part. No objection 
to the order of the Secretary shall be considered by the court unless such objection 
shall have been urged before the hearing officer or unless there were reasonable 
grounds for failuretodoso. The finding of the Secretary as to the facts, if supported 
by substantial evidence, shall be conclusive. If any party shall apply to the court 
for leave to adduce additional evidence and shall show to the satisfaction of the 
court that such additional evidence is material‘'and that there were reasonable 
grounds for failure to adduce such evidence in the proceeding before the hearing 
officer the court may order such additional evidence to be taken before the hearing 
officer and to be adduced upon the hearing in such manner and upon such terms 
and conditions as to the court may seem proper. The Secretary may modify his 
finding as to the facts by reason of the additional evidence so taken, and he shall 
file with the court such modified or new findings which if supported by substantial 
evidence, shall be conc!usive, and his recommendation, if any, for the modifica- 

ion or setting aside of the original order. The judgment and decree of the court 

affirming, modifying, or setting aside, in whole or in part, any such order of the 
Secretary shall be final, subject to review by the Supreme Court of the United 
States upon certiorari or certification. The commencement of proceedings under 
this subsection shall unless specifically ordered by the court operate as a stay of 
the order of the Secretary. 

(c) Any individual, corporation, association or partnership duly registered with 

he Federal Maritime Board and transacting the business of a foreign freight 

forwarder prior to the issuing of rules and regulations by the Secretary under this 

tion shall for a period of six months, or any period of extension granted by the 
Secretary, from the date such rules and regulations are issued be permitted to 
continue to transact such business without a license granted in accordance with the 
provisions of subdivision (a) of this section. 

d) The Secretary shall prescribe such rules and regulations as he may deem 
necessary to carry out the provisions of this section, including rules and regulations 
requiring the keeping of books, accounts and records by licensed independent 
foreign freight forwarders, and the inspection thereof, and of their papers, docu- 
ments and correspondence by and the furnishing by them of information relating 
to their business to any duly accredited agent of the United States. 

e) DEFINITION, 

INDEPENDENT FOREIGN FREIGHT FORWARDER. An independent foreign 
foragn freight forwarder is any person engaged in the business of dispatching 
shipments on behalf of other persons, for a consideration, by oceangoing vessels 

ommerce from the United States, its Territories or possessions to foreign coun- 

, or between the United States and its Territories or possessions, or between 
Territories and possessions; and of handling the formalities incident to such 
ments; but who is not a shipper or consignee or a seller or purchaser or common 
irrier by water of such shipments, nor has any beneficial interest therein, nor 
i tly or indirectly controls or is controlled by the shipper or consignee, com- 
carrier by water, or by any person having a beneficial interest in such 
ments. 
2) “Person”’ includes individuals, corporations, associations and partnerships. 
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[From the Federal Register, Wednesday, May 24, 1950] 
TITLE 46—SHIPPING 
CuaprerR II—UnirTEep States MARITIME CoMMISSION 
[General Order 72] 
PART 244—BUSINESS PRACTICES OF FREIGHT FORWARDERS 


On December 3, 1949, the Commission published in the FEDERAL REGISTER (14 
F. R. 7275), pursuant to section 4 of the Administrative Procedure Act, a notice 
of proposed rule making, setting forth proposed rules for the regulation of freight 
forwarders. Comments thereon have been received and considered by the 
Commission. The proposed rules have been modified and shall take effect as 
hereinafter set forth. 

AUTHORITY: §§ 244.1 to 244.15 issued under sec. 204, 49 Stat. 1987, as amended; 46 U.S. C. 1114. Interprets 
or applies 39 Stat. 734; 46 U. S. C. 816. 

§ 244.1 Definition. A freight forwarder is any person engaged in the business 
of dispatching shipments on behalf of other persons, for a consideration, by 
oceangoing vessels in commerce from the United States, its territories or possessions 
to foreign countries, or between the United States and its territories or possessions, 
or between such territories and possessions; and of handling the formalities 
incident to such shipments. This definition includes independent freight for- 
warders, common carriers, manufacturers, exporters, export traders, manu- 
facturers’ agents, resident buyers, commission merchants, and other persons 
when they engage for and on behalf of any person other than themselves, in re- 
turn for a consideration, money or otherwise, in the aforementioned activity. 

§ 244.2 Registration. All persons who engage in the business of forwarding 
shall register with the Commission, such registration to be in addition to any 
registration under General Order 70. Registration shall be accomplished by 
executing and filing with the Commission Freight Forwarder Registration Form 
M. C.-21,' set out at § 244.14. Copies thereof will be furnished by the Commission 
upon request. 

(a) Existing firms. All persons engaged in the business of freight forwarding 
on the effective date of this part shall registerer with the Commission within 
sixty days after such date. 

(b) New firms. All persons who first engage in the business of freight forwarding 
after the effective date of this part shall register with the Commission before 
engaging in such business. 

(c) Extension of time. For good cause shown, the Commission, upon written 
request of the registrant, may extend the time for registration. 

§ 244.3 Additional information. Registrants shall submit such additional 
information as the Commission may request from time to time, and shall notify 
the Commission of any change in facts reported to it under this part, within 
ten days after such change occurs. 

§ 244.4 Information available to public. Information set forth in Freight 
Forwarder Registration Form M. C.—21 shall be public information and available 
for public inspection at the offices of the Commission. 

§ 244.5 Registration numbers: Suspension and cancellation of registration. 
(a) Each forwarder who has filed the required information will receive from the 
Commission a registration number which shall thereafter be set forth on the 
registrant’s letterheads, invoices, advertising, and all other documents relating 
to his forwarding business. Use of these registration numbers in any manner 
other than to indicate the fact of registration with the Commission, is prohibited. 

(b) A forwarder’s registration may be suspended or cancelled after notice and 
hearing, if the Commission finds that the registrant has violated this part or 
the Shipping Act, 1916. 

§ 244.6 Registration lists. The Commission will compile periodically, and make 
available to the public upon request, lists of all registrants with their respective 
registration numbers. 

§ 244.7 Billing practices. All forwarders shall use invoices or other forms of 
billing which state separately and specifically, as to each shipment: 

(a) The amount of ocean freight assessed by the carrier; 

(b) The amount of consular fees paid to consular authorities; 

(ce) The amount of insurance premiums actually disbursed for insurance bought 
in the name of the shipper or consignee; 


! Filed as part of the original document. 
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d) The amount charged for each accessorial service performed in connection 
with the shipment; 

e) Other charges. 

Provided, however, That forwarders who offer to the public at large to forward small 
shipments for uniform charges available to all and duly filed with the Commission 
shall not be required to itemize the components of such uniform charges on ship- 
ments as to which the charges shall have been stated to the shipper at time of 
shipment, and accepted by the shipper by payment; but if such forwarders pro- 
cure Marine insurance to cover such shipments, they must state their total charge 
for such insurance, inclusive of premiums and placing fees, separately from the 
aforementioned uniform charge. 

§ 244.8 Consolidated shipments. In the case of consolidated shipments, the 
invoice or other form of billing concerning each shipment shall state the minimum 
ocean freight and consular fees that would have been payable on each shipment 
if shipped separately, and the amounts actually charged for these items by the 
forwarder, on the shipment in question. 

§ 244.9 Special contracts. All special agreements or contracts between for- 
warders and shippers or consignees shall, if in writing, or if confirmed in writing, 
be maintained in the files of the forwarder for a period of 12 months, for submission 
to the Commission upon request. 

§ 244.10 Nondiscriminatory treatment required. To the extent that special 
agreements or contracts are entered into by a forwarder with individual shippers 
or consignees, such forwarder shall not deny to other shippers or consignees sim- 
ilarly situated, and whose shipments are accepted by such forwarder, equal 
charges for forwarding and accessorial services to be rendered by the forwarder, 
in so far as such forwarding and accessorial services are similar to those performed 
for shippers or consignees holding special contracts; and such forwarder shall 
advise such other shippers or consignees as to the terms under which such special 
contracts or agreements are available. 


§ 244.11 Exceptions as to special contracts. In the case of special contracts 


whereby the parties have agreed in advance as to the charges for services in con- 
nection with the forwarding of a shipment, the invoice or other form of billing 
shall refer to the agreement, in which event the charges need not be itemized. 

§ 244.12 Forwarders’ receipts. Forwarders’ receipts for cargo shall be clearly 


identified as such and shall not be in form purporting to be ocean carriers’ bills 
of lading. 

§ 244.13 Brokerage. No forwarder, after the date on which he is required to 
register, shall accept brokerage from ocean carriers unless and until such forwarder 
has been assigned a registration number pursuant to these rules. Registration 
shall not entitle a forwarder to collect brokerage from a common carrier by water 
in cases where payment thereof would constitute a rebate—i. e., where the for- 
warder is a shipper or consignee or is the seller or purchaser of the shipment, or has 
any beneficial interest therein or where the forwarder directly or indirectly controls 
or is controlled by the shipper or consignee, or by any person having a beneficial 
interest in the shipment. A forwarder shall not share any part of the brokerage 
received from a common carrier by water with a shipper or consignee. No for- 
warder shall demand or accept brokerage during the period his registration number 
is under suspension or after his registration number has been cancelled pursuant 
to these rules. 

§ 244.14 Registration form. Form M. C.-21! is hereby prescribed for regis- 
tration under § 244.2. 

§ 244.15 Effective date. Sections 244.1 to 244.14, both inclusive, shall become 
effective June 1, 1950. 

By the Commission. 

[SEAL] A. J. WiuuraMs, Secretary. 
May 18, 1950. 


[F. R. Doc. 50-4449; Filed, May 23, 1950; 10:20 a. m.] 
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Proposep LEGISLATION To AMEND THE BLAND FREIGHT ForRwarRpING Act 


The Merchant Marine Act of 1936 was amended in 1942 by the addition of 
section 217 (46 U. S. C. 1127). 

This section reads as follows: 

“Sec. 1127. CoorpINaTION OF FORWARDING AND SIMILAR SERVICING OF 
WaTeR-BorNE Export AND ImMpoRT FOREIGN COMMERCE. 

‘‘(a) The Commission is hereby authorized and directed through such admin- 
istrative measures, agreements with other Federal departments and agencies, 
contracts with individuals or private business concerns, or other arrangements, 
as it may deem to be necessary or appropriate in the public interest, to coordinate 
the functions and facilities of public and private agencies engaged in the for- 
warding and similar servicing of water-borne export and import foreign commerce 
of the United States, for the efficient prosecution of the war, the maintenance 
the maintenance and development of present and post-war foreign trade, and the 
preservation of forwarding facilities and services for the post-war restoration of 
foreign commerce. As used herein the term ‘water-borne export and import 
foreign commerce of the United States’ shall be deemed to include export ship- 
ments from the Government of the United States to the governments of nations 
whose defense is deemed by the President to be vital to the defense of the United 
States under the authority of sections 411-419 of Title 22. 

““(b) Other Federal departments and agencies are hereby authorized and 
directed to cooperate with the Commission by entering into and carrying out such 
agreements as may be necessary to effectuate the purposes of this section: 
Provided, That the Commission is authorized and directed to report to the Congress 
within ninety days after March 14, 1942, and every four months thereafter, the 
action taken hereunder and to give the names of any Federal departments or 
agencies or any other persons who have failed to cooperate with the Commission 
as herein directed: And provided further, That nothing herein shall be deemed 
to affect the power or jurisdiction of the Interstate Commerce Commission, nor 
eonfer upon the Maritime Commission on concurrent power or jurisdiction over 
any matter within the power of jurisdiction of the Interstate Commerce Com- 
mission. 

‘“‘(c) In conformity with the President’s Executive order of February 7, 1942 
(numbered 9054; 7 Federal Register 837), the functions and duties of the Commis- 
sion under this section, insofar as they pertain to functions and duties of the Con- 
mission transferred by such Executive order to the Administrator of the War 
Shipping Administration, shall be performed by such Administrator. (June 29, 
1936, c. 858, Title II, See. 217, as added Mar. 14, 1942, c. 186, 56 Stat. 171.)” 


By the Act of August 30, 1954, chapter 1076, Public Law 706 passed in the sec- 
ond session of the 83d Congress, the requirement of the report from the Maritime 
Commission to the Congress every 4 months was discontinued. (See the first 
proviso in (b) of see. 217 above). 

“Secretary of Commerce’”’ and “‘Secretary’”’ were substituted for “Commission” 
and ‘‘Maritime Commission” on authority of 1950 Reorganization Plan No. 21 
and act of July 17, 1952, section 21. 


PROPOSED AMENDMENT 

Amend (b) to read: 

“Other Federal departments and agencies are authorized and directed to 
cooperate with the Secretary of Commerce by entering into and carrying out 
such agreements as may be necessary to effectuate the purposes of this section: 
Provided, That the Secretary of Commerce through the Federal Maritime Board 
shall administer this section and shall issue such rules and regulations as he may 
deem necessary to effectuate the purposes of this section: And provided further, That 
the Secretary is directed to report to the Congress the names of any Federal departments 
or agencies or any other persons who have failed to cooperate with the Secretary as 
herein directed. The Secretary shall serve a copy of such report on such Federal 
department, or agency or person named and within sixty days thereafter such Federal 
department, agency or person named shall inform the Congress of the reasons for such 
failure to cooperate: And provided further, That nothing herein shall be deemed 
to affect the power or jurisdiction of the Interstate Commerce Commission nor 
confer upon the Maritime Commission concurrent power or jurisdiction over 
any matter within the power or jurisdiction of the Interstate Commerce Com- 
mission. 
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MMARY OF SERVICES PERFORMED BY FOREIGN FREIGHT FORWARDERS AND 
BROKERS 

General operations 

Act as agents for American exporters. 

Act as agents for foreign importer. 

Act as agents for Government agencies. 

Keep abreast of worldwide developments. 

tender every needful assistance and advice. 

Conduct all necessary correspondence. 

Supervise and direct export movements through all United States of America 

{ Canadian ports. 

Maintain complete records including storage thereof. 


United States Government operations 
Negotiate export licenses. 
Prepare, coordinate and clear export declarations. 
Prepare and obtain in-transit entries. 
Apply for B. A. 1. certificates. 
Comply with drawback formalities. 
Procure all necessary Government permits, priorities or allotments. 
Represent clients before Government Bureaus. 
Prepare, file and followup transportation tax forms. 
Inland operations 
Procure AAR and other embargo permits. 
Route shipments to seaports. 
Trace inland shipments by rail, express, motor truck, barge or airline, 
Arrange Government bills of lading. 
Arrange in-transit storage. 

Port operations 
Arrange rail lighterage to steamer. 
Arrange private lighterage to steamer. 
Arrange truck delivery to steamer. 
Arrange shippers— or suppliers’ delivery to steamer. 
Arrange car-float delivery to steamer. 
Arrange marginal track delivery to steamer. 
Follow-up deliveries. 

\rrange railroad storage. 
Arrange warehouse storage. 

Arrange Foreign Trade Zone storage and manipulation. 
Arrange representation at all United States of America and Canadian ports. 
Steamship operations 
Negotiate conference contracts. 
(Juote ocean freight rates. 
Compile and circularize ocean freight rates. 
Issue sailing schedules. 

\rrange ocean shipping space, including deep tank space. 
Obtain steamer delivery permits. 
Compile dock receipts. 
Convert weights and measurements to metric system. 
Compile ocean bills of lading. 

\rrange bill of lading consolidations. 

heck ocean freight rates. 

‘heck shippers’ packing lists. 

‘heck ocean freight charges. 
Reconcile any over- or under-charges. 
Follow-up for on board bills of lading. 
Arrange through bills of lading to foreign destinations. 


Consular operations 


lave knowledge of worldwide customs requirements. 

Convert weights and measurements to metric system. 

Compile consular invoices in foreign languages and in English. 
Compile certificates of origin in foreign langauges and in English, 
Arrange for visa of these consular documents, 

Obtain visaed health or sanitation certificates. 
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Obtain visaed food and drug certificates. 
Assist in procurement of import permits. 
Keep stock of worldwide consular documents. 
Maintain library of foreign customs tariffs. 
Insurance operations 
Negotiate open marine policies. 
Obtain marine insurance rates. 
Quote marine insurance rates. 
Arrange marine insurance binders. 
Issue marine insurance policies. 
Secure marine insurance cover notes. 
Procure fire and related insurance policies. 
Arrange foreign insurance coverages. 
8. Banking operations 
Complete shippers’ invoice by adding charges, if required. 
Prepare drafts and documents for presentation. 
Issue banking instructions. 
Negotiate against letters of credit. 
Arrange foreign collections and discounts. 
Assist in buying and selling foreign exchange. 
Follow up foreign collections and remit proceeds to clients. 
Documentary ope rations 
Dispose of ocean documents to shippers. 
Dispose of ocean documents to consignee. 
Dispose of ocean documents to others at interest. 
10. Accessorial operations 
Present and collect claims against inland carriers. 
Present and collect claims against ocean carriers. 
Present and collect claims against insurance companies, 
Present and collect claims against warehousemen. 
Present and collect claims against other parties at interest. 
Arrange cable, telegraph, or mail clearances. 
Provide messenger service as required. 
Arrange for recoopering. 
Arrange for export boxing. 
Arrange for weighing, railroad or otherwise. 
Arrange for inspection. 
Arrange for sampling. 
11. Financial operations 
Advance railroad freight charges. 
Advance storage or demurrage charges. 
Advance lighterage charges. 
Advance other accessorial charges. 
Advance ocean freight charges. 
Advance consular fees. 
Pay insurance premiums. 
Render invoices for disbursements and service charges. 
In general foreign freight forwarders must perform every necessary service, from 
time of placement of order until shipment is delivered at foreign destination. 


Mr. Kuuczynski. Mr. Kerner, and gentlemen, I am sorry that we 
cannot finish tonight. We are going to try to finish the hearings 
tomorrow morning. We cannot keep the reporter here after 5 o'clock 
because she is working by herself and it has been a lot of work. We will 
adjourn tonight, and have you, as the first witness, tomorrow morning. 
I hope that it does not take over a half hour. 

Mr. Kerner. That is up to your counsel. 

Mr. Kuvuczynskt. We stand in recess until 10 o’clock tomorrow 
morning. 

(Whereupon, at 4:55 p. m. the committee recessed, to reconvene 
at 10 a. m., on Saturday, January 8, 1956.) 





INVESTIGATION INTO THE ACTIVITIES OF FOREIGN 
FREIGHT FORWARDERS AND BROKERS 


SATURDAY, JANUARY 28, 1956 


House oF REPRESENTATIVES, 
SUBCOMMITTEE ON FREIGHT FORWARDERS AND BROKERS 
OF THE COMMITTEE ON MERCHANT MARINE AND FISHERIES, 
New York, N. Y. 

The subcommittee met at 10 a. m., pursuant to recess, in the audi- 
torium, Army Reserve Headquarters, 30 West 44th Street, New York, 
N. Y., Hon. Irwin D. Davidson (acting chairman of the subcommittee) 
presiding. 

Present: Representatives Davidson and Chase. 

Present also: Charles F. Warren, chief counsel to the subcommittee. 

Mr. Davinson. Gentlemen, the committee will kindly come to 
order. 

We will resume the hearings of this special House of Representatives 
Subcommittee on Foreign Freight Forwarders. I believe that Mr. 
Kerner was on the stand. Will you be good enough to resume your 
position on the stand? 


I believe that you, sir, had completed your prepared statement and 
at this time you wanted to answer any questions that might have been 
propounded to you by our counsel. 


STATEMENT OF MARTIN A. KERNER, PRESIDENT, AND BENJAMIN 
M. ALTSCHULER, COUNSEL, CUSTOMS BROKERS AND FOR- 
WARDERS ASSOCIATION OF AMERICA, INC., NEW YORK, N. Y. 
Resumed 


Mr. Kerner. Might I add one statement of just a sentence? 

Mr. Davipson. Yes. 

Mr. Kerner. This committee, of course, will decide what kind of 
legislation and regulation may be necessary. We only implore you 
don’t leave us at the mercy of the conference chairman. 

Mr. Davipson. Well, I do not know that any such statement is 
necessary. However, you asked for the privilege of making the 
statement and you have made it. I do not think that anyone needs 
to fear being left at the mercy of anybody because it is not our purpose 
to be anything but constructive in the best interests of all the parties 
concerned. 

Mr. Kerner. Thank you, Mr. Chairman. 

Mr. Davipson. Mr. Warren, did you wish to ask questions of Mr. 
Kerner? 

Mr. Warren. Yes, Mr. Chairman. Mr. Kerner, in regard to the 
policy statement set forth yesterday, on what basis can you indicate 
that this reflects the views of the membership of the association? 
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Mr. Kerner. I have stated that I testify on the authority of our 
executive committee. Our executive committee is the governing 
body of our association. The governing body is subject to Teelection 
yearly. We have regular meetings at whic h all of these things have 
been discussed. There is very little, if anything, in my statement 
that has not been discussed at general meetings of the association 
and approved. 

Mr. Warren. How many members are in your association? 

Mr. Kurner. I did not get the last part. 

Mr. Warren. Of how many members is your association composed? 

Mr. Kerner. Our association has a total membership of approxi- 
mately 450. 

Mr. Warren. How many are New York forwarders. 

Mr. Kerner. I would say roughly about 175 or 180. Now, that 
doesn’t mean they are exclusively freight forwarders. You know 
customs house brokers work both ways. 

Mr. Warren. What percentage of tonnage would you estimate 
that. these forwarders handle out of New York? 

Mr. Kerner. I would have to make just a wild guess. I have no 
figures whatever. I would say that it is at least 50 percent, 

Mr. Warren. What percentage of tonnage would you estimate is 
handled by the members of your association in the export commerce 
of the United States? 

Mr. Kerner. Again it is just a wild guess, but I think there was 
some estimate of that in my statement. In going back, I might have 
a little difficulty finding it. I do think that the Federal Maritime 
Board examiners at the time of 621 which is many years ago, esti- 
mated that the independent foreign freight forwarders carried about 
60 percent, if I can recall correctly. It might have been more. Of 
the independent foreign freight forwarders we have about 90 percent 
of the organized industry. 

Mr. Warren. Ninety percent of the organized industry. Can you 
explain that? 

Mr. Kerner. I think the figures themselves explain it that I gave 
in my statement; that we have roughly 450 members, our affiliated 
associations have another 200. That would make 650. Then the 
2 unaffiliated associations of 125. That makes 775, if my arithmetic 
is right. 

I am afraid that I overstimated the percentage. No, I did not. 
If I say 650 out of 775 I don’t think I am far wrong on my 90 percent. 
That is quick arithmetic. 

Mr. Warren. AsI understand, your association claims to be the 
national spokesman of the forwarding industry. What gives it this 
national flavor? 

Mr. Kerner. We have associated with our association or affiliated 
with it through our national advisory committee all except two of the 
local forwarding organizations in the country. We have an annual 
meeting. 

Mr. Warren. How many members are required to attend the 
annual meeting by your by-laws, and how many as a matter of fact 
do attend? 

Mr. Kerner. Let me say that at this annual meeting the at- 
tendance is 100 percent. 

Mr. Warren. And the requirement for attendance is what? 
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Mr. Kerner. I don’t know that we have a requirement, Mr. 
Warren. Our counsel just reminds me that we may be talking about 
different things. We were speaking of our annual National Advisory 
Committee meeting when I said that the attendance was 100 percent. 
[ am not speaking of the general meetings. The national advisory 
meeting is the place at which the policies of the association are set in 
consideration of the opinions from all around the country. 

Mr. Warren. On page 6 of vour statement, I believe you have 
indicated that the Maritime Administration has testified that the 
subsidized lines pay the greatest amount of brokerage and have the 
best recapture position. The 4 lines mentioned by Mr. Clarence 
\lorse on the Ist day of the Washington hearings were subsidized 
conference lines. They were paying the same rate of brokerage of 
\4 percent. Is that correct? 

Mr. Kerner. Yes. 

Mr. Warren. If they are paying the same rate of brokerage, is 
there any economic incentive for forwarders to favor these four lines 
against other lines? 

Mr. Kerner. No, there isn’t. 

Mr. Warren. Then, sir, would it not follow that the fact that 
they are in the strongest recapture position is not the result of the 
fact that they have paid the greatest amount of brokerage? 

Mr. Kerner. You see, you take the argument from the opposite 
side. 1 say it is a natural inference that since they pay the greatest 
amount of brokerage they got the greatest amount of business. Now, 
of course, you give it to me in reverse and it is very difficult for me to 
picture it that wav. 

Mr. Warren. But you have indicated that there is no particular 
reason for forwarders to favor these four lines because of the brokerage 
paid since the rate is the same. 

Mr. Kerner. Let me say there is no incentive to take it away from 
those four lines because the brokerage is the same. I think we are 
saying the same thing in different language. 

Mr. WarreEN. I notice further that you indicate that carriers have 
discretion to refuse to pay brokerage. Has any carrier refused to 
pay you brokerage? 

Mr. Kerner. Well, no. 

Mr. Warren. Since docket 657? 

Mr. Kerner. Yes; yes. 

Mr. WarREN. On what basis, and what line was involved? 

Mr. Kerner. A particular one that comes to mind is the one that 
operates out of Florida. I just can’t recall the name at the moment, 
but they operate what they call a car ferry service and their contention 
s that their services merely is a continuation of the rail service and 
therefore a broker is not entitled to receive his commission. 

Mr. Warren. Does this line operate in foreign commerce? 

Mr. Kerner. Yes. 

Mr. Warren. But as a general proposition carriers don’t ordinarily 
refuse to pay brokerage? 

Mr. Kerner. I may say that up until 2 years ago the whole con- 
ference refused to pay this brokerage. 

Mr. Warren. We realize that. 
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Mr. Kerner. Despite the fact, Mr. Warren, that in that conference 
we interviewed every line—naturally we are friendly with these 
people—and each one assured us that he wanted to pay brokerage. 

Mr. Warren. | think you have answered the question. Mr. 
Kerner, I think you referred to a forwarder who was paid 4 to 6 cents 
on a bid basis, and you indicated that he was disgruntled over the 
remuneration received. Now, didn’t that forwarder enter into his 
contract voluntarily and accordingly is precluded from complaining 
under such circumstances? 

Mr. Kerner. | would say so, but I don’t recall that any forwarder 
did complain. 

Mr. Warren. | thought you indicated in your statement that you 
didn’t approve of this compensation. 

Mr. Kerner. No; I wasn’t particularly finding fault with the 
amount of compensation. I was pointing out that the 4 to 6 cents per 
ton was voluntarily accepted for forwarding service to a government 
agency and it had nothing to do with the service which was rendered 
to the carriers. The carriers got a free ride under that arrangement. 

Mr. Warren. Did not the forwarder know that at the time he 
entered into the arrangement? 

Mr. Kerner. Yes. I might add that I think I can explain why 
he did it. We have testimony in docket 718 that forwarders antici- 
pating a favorable decision were taking business without any charge 
to the exporter and without any possibility of collecting brokerage. 
They merely hoped that, after the decision, brokerage would be paid 
and they would have the account and they would then be able to 
persuade the exporter also to pay his share of the forwarding fees. 
We have testimony in 718 to that effect. 


Mr. Warren. The GAO report indicates that it is the policy of the 
Department of Defense that it may utilize the services of freight 
forwarders where it is in the interests of the Government. The GAO 
report further states: 


The new policy provided that port commanders will procure forwarder services 
under a system of local advertising for bids. This policy contemplated that a 
forwarder would be paid for his services by the Army and would not collect broker- 
age from the ocean carrier. 

Do you see any unfair advantage to forwarders who do not collect 
brokerage under this policy if the compensation they receive from the 
Department of Defense is adequate and fair? 

Mr. Kerner. On the surface, no. In practice, yes. 

Mr. Warren. But you would concede that under such a policy of 
local advertising for bids, if a forwarder entered into such an arrange- 
ment he would be precluded from complaining about his compensa- 
tion? 

Mr. Kerner. If he made a bid and it was accepted I would not 
think he would have any complaint. 

Mr. Warren. Is it your opinion that under such a policy man) 
forwarders would care to enter into such an arrangement? 

Mr. Kerner. I doubt it very much because the Army simply 
wouldn’t let them do a full job and the Army has its own rules and 
regulations and methods, and a forwarder has to orientate himself to 
that; and for the services which the Army would permit him to perform 
he would get a very nominal fee and at the same time have to cope 
with the usual Army—what do they call it?—‘‘GI.” 
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Mr. Warren. Would you favor a policy to require the Department 
of Defense to use freight forwarders as a matter of public policy? 

Mr. Kerner. I believe it would be a good policy as long as it did 
not affect truly military shipments. 

Mr. Warren. Do you favor such regardless of whether or not it is 
cheaper for the military do do it? 

Mr. Kerner. Oh, no. 

Mr. Warren. You do not? 

Mr. Kerner. No; definitely not. 

Mr. Warren. Do you think it would be possible to determine 
which is cheaper? 

Mr. Kerner. Well, Mr. Warren, you have heard the Army’s 
testimony or the Department of Defense testimony. I have referred 

to it here. They insist that they do it cheaper but nobody knows 
what it costs them. How on earth can we determine? 

Mr. Warren. Do you think that cost should be the motivating 
or sole reason in determining their use? 

Mr. Kerner. No; I do not. 

Mr. Warren. What other factors should be considered? 

Mr. Kerner. I think we should consider efficiency, also. 

Mr. Warren. If, in addition to the cost factor, you thought it 
was inefficient for Defense to use forwarders, you would not favor 
such; would you? 

Mr. Kerner. No. 

Mr. Warren. On page 11, you said: 

I would like to make it clear that the number of instances of improper actions 

are insignificant when compared with the tremendous volume of transactions 
handled by independent forwarders. 
Then you said that even Maritime has testified to this. We, of 
course, know that the Board has few people engaged in the enforce- 
ment of the Shipping Act. I would like to know what is the basis 
for your making this statement. Do you'really know that instances 
of improper action are insignificant? 

Mr. Kerner. Well, we have several guides to that. We have 
the eases which are brought up by the Bureau of Foreign Commerce. 
We have the cases which are brought up by the Federal Maritime 
Board and we have our own enforcement where we receive complaints 
and taking all of those into consideration, I think that the number 
of instances of improper action—and I am referring to independent 
foreign freight forwarders—the number of instances of improper 
action is insignificant. 

Many of the complaints which you have, by their very nature, 
cannot be committed by an independent foreign freight forwarder. 

“Mr. Warren. I gather from your statement that you consider the 
proper definition of brokerage to be “compensation paid by the 
carrier to a forwarder-broker in return for any or all of his services 

hich are of benefit to the carrier.” Yesterday, you mentioned a 
ase that you believed to be a dummy forwarder situation. Then I 
sked: 

Suppose a forwarder is engaged in the dissemination of documents and that 


all he does, do you believe that brokerage is earned or unearned? 


Mr. Kerner. I listened to the testimony yesterday. Very frankly, 
that is the first real information I have had on this subject. I want 
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to say that I find it very difficult to believe that a situation exists 
where a forwarder does nothing but just disseminate documents, or 
where he performs what is just truly a messenger service. 

Mr. Warren. I understand what you are stating, but in answer 
to the hypothetical do you believe that brokerage is earned? 

Mr. Kerner. Let me get it clear. I would like to give the com- 


mittee a true answer. You are saying that all that a broker does is 
to disseminate documents? 


Mr. WarrEN. That is correct. 

Mr. Kerner. Now, I don’t want to be technical on this. Please 
understand it is just that I want to get the situation clear. By 
“dissemination of documents” I presume you mean, as some of the 
witnesses mentioned yesterday, that he picks up a bill of lading all 
completely prepared at the office of the shipper and delivers it to the 
steamship line and that is the end of his service? 

Mr. Warren. Yes, and you may add to that consular invoices 
and export declarations? 

Mr. Kerner. All previously prepared and executed? 

Mr. WarreEN. Yes. 

Mr. Kerner. Then I say he is not entitled to brokerage. He has 
performed no service for the line. 

Mr. Warren. If these documents are prepared by the forwarder, 
do you think that that changes the picture? 

Mr. Kerner. Oh, very definitely. 

Mr. Warren. That is service of benefit to both parties? 

Mr. Kerner. Definitely. 

Mr. Warren. Can you say with respect to a specific shipment 
that benefit accrues substantially more to one party as contrasted 
with the other party? 

Mr. Kerner. I think it would be very difficult to be sure of that. 

Mr. Warren. Do you think, in the converse, that you could say 
that benefit accrues less to one party than to the other? 

Mr. Kerner. Same answer. 

Mr. Warren. Would you say that the benefit is distributed equally 
in every shipment? 

Mr. Kerner. I couldn’t say that. It might or might not be. In 
certain cases it is and in other cases it is not. 

Mr. Warren. Can you conceive of a case in which the benefit by 
and large accrues to the carrier but very little to the shipper? 

Mr. Kerner. That might be possible. I mean I know you are 
going to ask me how. I just can’t think that through so fast. 

Mr. Warren. Well, in that case the shipper undoubtedly would 
pay a small forwarding fee. 

Mr. Kerner. Yes. 

Mr. Warren. And the brokerage would be higher, depending on 
tonnage and the rate? 

Mr. Kerner. That is right. 

Mr. Warren. Following that reasoning, if you reverse the situa- 
tion and assume that the benefit is primarily for the shipper and not 
too significant for the carrier, would it not seem that the shipper 
should pay more than the carrier? 

Mr. Kerner. Mr. Warren, I think we have to make it clear that 
we are dealing with two entirely different situations. The charges to 
a shipper are flexible. A forwarder makes his charge to the shipper 
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based on the time and knowledge and labor involved in the transaction 
and of course he must consider competition. 

Now, on the other hand, the brokerage paid by the carrier is a sort 
of table d’hote affair. If the carrier gets every service that the for- 
warder can possibly render he doesn’t pay 1 cent more than when the 
forwarder only renders 1 or 2 services, and conversely if the forwarder 
only renders a few services he is paid the same amount as when he 
renders all of the services. It is just something as I explained here 
which has grown up. 

Mr. WarrEN. Do you believe, with respect to a particular ship- 
ment, that 14% percent has scientific relationship to the value of serv- 
ices rendered by the forwarder or do you think it is arbitrary? 

Mr. Kerner. No, not with respect to any individual shipment. 

Mr. WarrEN. Can’t you conceive of a case in which you might 
perform a great deal of service in one instance and very little service 
in the other instance, and yet receive the same remuneration from the 
carrier in both instances? 

Mr. Kerner. I have just explained that that is true. 

Mr. WarREN. But you feel that you are taking the bitter and the 
sweet, which averages out. That is your conception of reasonable- 
ness; is that correct? 

Mr. Kerner. That is right. You know, Mr. Warren, very often 
the services of a broker may be worth a whole lot more than 1% percent 
to a steamship line. A steamship line may be stuck for a little more 
cargo so as not to delay a vessel and a forwarder will deliver that cargo. 
The steamship line, under those circumstances, might be happy to pay 
10 percent brokerage, but the forwarder doesn’t ask for that and the 
steamship line doesn’t offer it because it is understood that there is an 
average brokerage of 1% percent. 

Mr. WarreN. Mr. Kerner, I was interested in your licensing 
proposal. It is the first definite and constructive proposal that this 
subcommittee has received. Under it, I do not believe that you 
indicate the requirement of a certificate of necessity; is that correct? 

Mr. Kerner. That is correct. 

Mr. Warren. Why not? 

Mr. Kerner. Well, I do not believe, in the first place as I testified, 
that a small business like the forwarding business can go in for certi- 
ficates of necessity such as are required under ICC operations and 
besides that I feel that the forwarding business should not be limited. 
We shouldn’t draw a line and say we are only going to have 25 or 50 
large forwarders in the country. I believe in the American system. 
This is a personal service business, a matter of personal knowledge, 
and every citizen should have an opportunity to gain that knowledge 
and when he has it to enter into proper competition and try to make a 
living at it. 

Mr. Warren. Specifically, what are the requirements advanced by 
your proposal for a licensing statute? 

Mr. Kerner. The requirements of the licensing statute? 

Mr. Warren. In order to obtain a license? 

Mr. Kerner. In order to obtain a license. Shall I give you the 
requirements under customs which I think would be very similar? 

Mr. WarrEN. The ones under your proposed statute, briefly. 

Mr. Kerner. Our proposal proposed for licensing states— 
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and may require as a condition to the granting of any license, the showing of such 
facts as he may deem advisable as to the qualifications of the applicant to render 
valuable service to exporters. 

Mr. Warren. In order to receive a license there are certain stand- 
ards that a forwarder must have. What are those standards? 

Mr. Kerner. Well, he shall first be an American citizen. 

Secondly, he shall be of good moral character and business reputa- 
tion. He should be required to demonstrate that he has the necessary 
knowledge of law and procedure to render efficient and responsible 
services to exporters. 

Mr. Warren. You would have some kind of examination admin- 
istered? 

Mr. Kerner. I would suggest that; yes, sir. 

Mr. Warren. I understand that you are a customs broker. Do 
you feel that the Treasury Department should administer such a 
statute instead of the Department of Commerce? 

Mr. Kerner. I am afraid that that is a question I wouldn’t care to 
answer. I don’t care to get into the middle of two Government 
agencies. I feel that that is something for the committee to decide. 

Mr. Warren. Do you have a erandfather clause in this statute; 
and, if so, what is the nature of it? ? 

Mr. Kerner. We do have something: 

Any individual corporation, association, or partnership duly registered with the 
Federal Maritime Board and transacting the business of a foreign freight forwarder 
prior to the issuing of rules and regulations by the Secretary under this section 
shall for a period of 6 months, or any period of extension granted by the Secretary, 
after the date such rules and regulations are issued be permitted to continue to 
transact such business without a license granted in accordance with the provisions 
of subdivision (a). 

Mr. Warren. If such a law were passed, how many of the presently 

registered forwarders do you believe would go out of business? 

‘Mr. Kerner. I would sey that it would immediately preclude all 
those who are not independent foreign freight forwarders. 

Mr. Warren. Would you make it clear as to your definition of an 
independent freight forwarder? 

Mr. Kerner. Yes; we have defined that in our proposed revision. 

Mr. Warren. Can you state it without reading it specifically? 

Mr. Kerner. We have the definition attached here: 

An independent foreign freight forwarder is any person engaged in the business 
of dispatching shipments on behalf of other persons, for a consideration, by ocean- 
going vessels in commerce from the United States and its Territories or possessions 
to foreign countries, or between the United Stetes and its Territories or possessions, or 
between such Territories and possessions, 2nd of hendling the formalities incident to such 
shipments, but who is not a shipper or consignee or a seller or purchaser or common 
carrier by water of such shipments, nor has any beneficial interest therein, nor 
directly or indirectly controls or is controlled by the shipper or consignee, common 
earrier by water, or by any person having a beneficial interest in such shipments. 

Mr. Warren. I take it that a common carrier under this proposal 
would not be permitted to engage in forwarding? 

Mr. Kerner. A common carrier by water. 

Mr. Warren. Are there any other businesses that a forwarder 
cannot engage in under this, your proposal? 

Mr. Kerner. No; I don’t know of any. Our purpose was merely 
to confine the forwarder to a point where we would eliminate the 
improper forwarder and the dummy forwarder. 





FOREIGN FREIGHT FORWARDERS AND BROKERS 725 


Mr. WarrEN. Do you feel that there should be any limitation on 
the number of different businesses a forwarder might engage in? 

Mr. Kerner. No; I don’t think there need be any limitation other 
than the limitations we have placed here. 

Mr. Warren. Under your bill, would a steamship agent be 
precluded? 

Mr. Kerner. Well, the agent would be precluded. I think your 
counsel really could answer these better than I, because these are 
legal questions. He would be precluded from being an agent, because 
we do preclude those who might be controlled by : a common carrier, 
and an agent certainly would be controlled by the common carrier. 

Mr. Warren. I notice, sir, that you don’t like minimum fees, and 
you don’t advocate placing that authority in the Federal Maritime 
Board. Would you briefly elaborate on that? 

Mr. Kerner. We struggled with that, as I mentioned in my state- 
ment, for many years. We tried to establish reasonable fees, but 
we find that that is impossible because no two shipments are ever 
identical. 

Then the question arose as to minimum fees, and this was discussed 
not only at our executive and national advisory committee meetings 
but also at general meetings, and every time somebody mentions 
minimum fees you can be sure that 10 people will jump up and say: 

“No; because the minute you publish a minimum fee that minimum 
will be the maximum, because the natural reaction of competition 
will be to solicit an exporter and say: ‘we will give you the minimum 
fees which are allowed.’ ” 

Mr. WarreEN. Do you believe cases of indirect rebating will be 
taken care of under the licensing proposal? Does the Secretary have 
authority to set forth regulations? 

Mr. Kerner. Yes; the S Secretary sets forth regulations in his own 
discretion. As to usual minimum fees, I think the answer lies i in our 
provision for a regulation where we ask for accepted standards. I 
mean that is a pretty broad statement. It gives the Secretary a lot 
of power, and he can determine that in individual cases, which we 
have found to be the only way that you can fairly determine it. 

Mr. WarrEN. As a customs broker, how in practice has the customs 
statute worked? 

Mr. Kerner. I would say that it is probably one of the best 
working statutes there are on the books. 

Mr. WarrEN. How many customs brokers are there in the United 
States? 

Mr. Kerner. Oh, I would make a guess at about 800. 

Mr. Warren. Have they always been licensed? 

Mr. Kerner. No; they haven’t always—well, they have always 
been licensed. There is a difference in the licensing. 

Mr. ALTscuLEerR. Since about 1910, Mr. Warren. 

Mr. WarREN. Were there any abuses taking place at that time 
which caused the enactment of this statute? 

Mr. AttscuLer. No; it wasn’t the reason of abuses. Historically, 
prior to 1910, any person could go down to the customhouse and say 
to the collector of customs: “I would like to be a customhouse 
broker.” The collector had the authority to grant a license or not 
grant it. After that time, as the business got more technical, i 
became necessary to prove that you had some qualifications. The 
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Congress, in its wisdom, put on the qualifications of citizenship, good 
moral character, and a demonstration of fitness to the S Secretary of 
the Treasury. That is historically how it grew up. 

Mr. Warren. Mr. Chairman, | have no further questions. 

Mr. Davipson. Mr. Chase? 

Mr. Cuase. In connection with the licensing of forwarder-brokers, 
what do you regard as the outstanding faults in the forwarding 
service? None of us is perfect. I happen to be a lawyer, and even 
we lawyers admit that we have some weaknesses. 

Mr. Kerner. That is the first time I have heard it said, Judge. 

Mr. Cuase. Now there are a few things that are outstandingly 
wrong and subject to correction in the forwarding industry; am | 
right? 

Mr. Kerner. | would not say that. I say that there are possi- 
bilities for things to be wrong. I am speaking, Judge, of the inde- 
pendent foreign freight forwarder now, not of the forwarder as now 
registered with the Federal Maritime Board. 

Mr. Cuasr. Well, would you say rebating, direct or indirect 
rebating, and so-called dummy forwarding are two of the serious 
matters which affect your industry? 

Mr. Kerner. I don’t think that that is done by independent foreign 
freight forwarders. A dummy forwarder just can’t be an independent 
foreign freight forwarder. It is impossible. 

Mr. Cuasn. Well, there is a possibility of someone posing as all 
independent forwarder who is not an independent forwarder? 

Mr. Kerner. Yes. 

Mr. Cuase. Wouldn’t that be a weakness? 

Mr. Kerner. Yes. 

Mr. Cuase. That would be subject to correction? 

Mr. Kerner. It would definitely because at the time of registration 
under our proposal the Secretary or whoever the Administrator was, 
would from the application and from the investigation of the appli- 
cation determine whether that man was a dummy forwarder or not. 

Mr. Cuass. And to eliminate those weaknesses, do you think you 
can do it better by expanding the spelling out of the qualifications of 
forwarders or in setting up regulations with possibly more teeth in 
them that would correct any violations? 

Mr. Kerner. Let me say—— 

Mr. Cuase. In other words, is setting up good and sufficient 
regulation desirable as much as setting up qualifications? 

Mr. Kerner. The licensing is, of course, the most efficient. 

Mr. Cuase. If you have enforcement to back it up. 

Mr. Kerner. In any case you must have enforcement. 

Mr. Cuaser. In the final analysis the enforcement is more important 
than spelling out and prescribing the qualifications? 

Mr. Kerner. Exactly, sir. We must have good enforcement. 

Mr. Cuase. And you have some suggestions, | assume, in connec- 
tion with regulatory rules? 

Mr. Kerner. We have many. As | told Congressman Davidson 
yesterday this is a summary despite the fact that it is so thick. 

Mr. Cuase. Because it is true, is it not, that many potential 
forwarders could qualify as far as good moral character and so on. 
There is a distinction between character and reputation as we all 
know. 
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Mr. Kerner. That is right. 

Mr. Cuase. So the fact that a man can qualify as a forwarder does 
not necessarily take care of the situation unless he is properly regu- 
lated after he becomes a forwarder. 

Mr. Kerner. That is right. 

Mr. Cuassg. So you think that due consideration should be given 
to the matter of regulatory rules as much as the rules just pertaining 
to qualifications? 

Mr. Kerner. Yes, sir. I mean as we have with the customhouse 
broker. In the words of the notice which he receives, he is called 
upon to appear for examination of his knowledge of customs law and 
procedure, and his ability to be of service to exporters and importers. 

Mr. WarREN. From what source does the customs broker derive 
his compensation? 

Mr. Kerner. You cannot collect any brokerage on incoming ship- 
ments. That you know, of course. His compensation is mainly 
from fees and services. Of course, as I just mentioned, one of the 
requirements is a knowledge of customs law and a customs broker 
may represent his client before any division of the Treasury Depart- 
ment in any matter on which he is active as customhouse broker, 
and then his fees are gaged the same as an attorney’s fees. It is up 
to him as to how much his client thinks he is worth, and how much 
his client thinks he knows and how much his client gained by having 
his intervention. 

Mr. Davipson. I would like to ask this question, Mr. Kerner. 

I take it from your statement and your answers to the questions 
which have been propounded that you, as a result of your experience, 
assume that there are some evils in the general conduct of this service 
industry. Otherwise you would not be suggesting legislation. You 
would not be suggesting licensing. 

I do not think that the evils are regarded by anyone as widespread 
or anything like that, but their existence apparently is recognized 
and among those evils would be the question of dummy forwarders 
and rebating and so on. 

I would like to ask you whether there has ever been any attempt 
on the part of your association or your membership to clean your 
own house, police your own industry so as to eliminate the evils 
which are suggested here? 

Mr. Kerner. We not only have made the attempt, but we have it 

n operation. Of course, our authority is limited. 

Mr. Davipson. What do you do? 

Mr. Kerner. We have a code of ethics and prescribed conduct 
for members and on receipt of a complaint we make a preliminary 
investigation. We ask that each side, the complainant as well as 
the man complained of, let us know what his side of the picture is. 
When we have that we sit down and analyze it and at that point 
determine whether there is a reasonable method of settling this with- 
out formal procedure, by consent perhaps; but, if there is not and it 
is @ serious case, we have a regular formal procedure set up which 
operates in the usual judicial manner with a reporter, with counsel 
representing them if they wish to have it, and the case is then fully 
tried as you might say, and then thereafter our executive committee 
in executive session analyzes the evidence and returns a verdict. 

Mr. Davipson. How long have you had such a procedure? 





FOREIGN FREIGHT FORWARDERS AND BROKERS 


Mr. Kerner. We have had that procedure since, I believe, it was 
1947 that we instituted the formal procedure. 

Counsel just reminds me that where we find any evils of that kind 
we pass the information on to the respective Government agency for 
such action as they may wish to take. 

Mr. Davipson. In the last 8 or 9 years that you have had this you 
have had only 2 instances where complaints have been taken into 

consideration by your organization, and 1 of those 2 resulted in an 
expulsion from your organization; is that right? 

Mr. Kerner. That is right. 

Mr. Davipson. I think I recall that from your statement. 

That is all you do. You wait for a complaint. 

Mr. Kerner. Well, we can’t very well go out and try to police the 
business of each individual member. Just like any Government 
agency we cannot take any action against a man until he is accused 
and then we must give him a chance to defend himself. 

On the other hand, wherever we run across a situation here where 
we have reason to suspect that there may be an improper practice we 
also pass that on to the respective Government agency for its action 
if they wish to do so. 

Mr. Warren. Have you ever presented such case to a Government 
agency? 

Mr. Kerner. Many of them. 

Mr. Warren. To the Federal Maritime Board? 

Mr. Kuerner. Yes, sir. 

Mr. Warren. Did they take any action? 

Mr. Kerner. Let me say that they have not taken the action which 
I would think most advisable. They have not acted on a complaint the 
way the Treasury Department does in the case of a customhouse 
broker, probably mainly because they do not have the facilities. 
When there is a complaint lodged against the customhouse broker, no 
matter how trivial, within a day or two a Treasury agent calls upon that 
broker and makes a thorough investigation. 

Mr. Davipson. Well, do you consider your machinery for policing 
your industry, such as you have used and employed through the 
years, at all effective? 

Mr. Kerner. In our association with our members it has been 
most effective, and I have been particularly pleased by one thing in 
that one case which resulted in expulsion. 

When the membership was apprised of that—and mind you we do 
not publicize it beyond our membership, but the grapevine gets 
around—within a very short time we received a great number of 
applications for new membership which to me proved that the bulk 
of the industry is looking for someone who will really try to enforce 
ethics and proper conduct in the industry. 

Mr. Davinson. Well, if you think it has been effective, then, why 
do you need a licensing statute? 

Mr. Kerner. Because, Mr. Davidson, our association is very, very 
limited in its authority. It is limited only to its members. We have 
no contro! whatever over those who are outside. 

Mr. Davinson. Let us forget those who are outside for the moment. 

How about your members? Do you think that your machinery is 
sufficiently effective to keep them all in line and ethical? 

Mr. Kerner. I do. 
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Mr. Warren. Do you know what the business practices of your 
members are? I think you have previously indicated that this is 
something you, as an individual, or your officers would be unable to 
determine. So how do you know whether your own members are in 
line? 

Mr. Kerner. Let us say this: I don’t believe that every one of my 
members is sprouting wings. I don’t think they are all angels. They 
are human. But I cannot go around and examine each and every 
member. When I receive a complaint, then the association can take 
action. We don’t go around seeking evil. As a condition of member- 
ship an applicant must subscribe to our code of ethics and discipline. 
Otherwise he cannot become a member. 

Mr. Cuase. But the extent of your penalizing power is to expel the 
man from the organization? 

Mr. Kerner. That is the ultimate power. 

Mr. Cuass. And to report him to these Government organizations? 

Mr. Kerner. That is right. 

Mr. Cuass. And they possibly might cancel his registration. 

Mr. Kerner. I would say that if they found, by their own investi- 
cation, that this man was acting in violation of law or regulation that 
they should do it. 

Mr. Cuasz. Do you know of any instances where the Board has 
canceled the registration of a forwarder? 

Mr. Kerner. For improper conduct? 

Mr. Cuase. For any reason. 

Mr. Kerner. Well, I see a lot of them are canceled and published 

‘cularly in the Federal Register because they find that they are un- 
abe to reach them. The mail is returned and they presume they are 
out of business. But for any other reason 1 don’t recall any insiar.ce 
of a cancellation. 

Mr. Cuase. Even though a forwarder who is indulging in improper 
practices and was a member of your organization, and you recei ed 
complaints and you find that he was guilty and you expelled him from 
your organization, that did not necessarily mean that his activity as 
a forwarder would be terminated? 

Mr. Kerner. Oh, no. 

Mr. Cuase. He could still go on? 

Mr. Kerner. No, his activities are probably greatly handicapped 
because the news gets around in the trade. 

Mr. Cuase. But there are many forwarders who are not in your 
organization? 

Mr. Kerner. That is true. 

Mr. Davinson. The vast majority of forwarders belong to some 
organization, do they not? 

\Mir. Kerner. I think so. I am speaking of the independent foreign 
freight forwarder now. Please always understand that v hen I] discuss 
forwarders I am speaking only of the independent foreign freight 
forwarder which to my mind is the only legitimate forw arder. 

Mr. Warren. How many forwarders in New York belong to either 
your association or some other association? 

Mr. Kerner. We have 178. 

Mr. Warren. In New York City? 

Mr. Kerner. I would say roughly 300. 

Mr. Warren. How are you chosen president? 
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Mr. Kerner. That is done in the usual procedure of the appoint- 
ment of a nominating committee which nominates a slate and then it 
is done by popular vote. 

Mr. Warren. How is the nominating committee appointed? 

Mr. Kerner. The nominating committee is appointed by the 
president. The preside nt appoints all committees. 

Mr. Warren. The nominating committee is appointed by the 
president? 

Mr. Kerner. Yes, sir. My counsel just reminds me that there is 
also a provision that in the event that anyone is dissatisfied with the 
recommendations of the nominating committee a petition containing 
the signatures, I think, of 15 members may nominate their own slate. 

Mr. Warren. Don’t you think it might be better to allow the 
nominating committee to be selected by the membership? 

Mr. Kerner. Frankly, I have never given it any thought. This 
was something that was here long before I came. 

Mr. Davipson. Are there any further questions? Thank you. 

Is Mr. Riddinger present? Will you be good enough, sir, to identify 
yourself by giving your name and affiliation to our reporter? 


STATEMENT OF JOSEPH RIDDINGER, REPRESENTATIVE AND GEN- 
ERAL SALES MANAGER, COMMODITY STABILIZATION SERVICE, 
DEPARTMENT OF AGRICULTURE 


Mr. Rrppincer. My name is Joseph Riddinger. I am presently 
employed by the United States Department of Agriculture as the 
representative and general sales manager of the Commodity Stabiliza- 


tion Service. 

Mr. Warren. Mr. Riddinger, have a seat. 

Mr. Davipson. Will you proceed, Mr. Warren, please? 

Mr. Warren. Mr. Riddinger, prior to your present position where 
were you employed? 

Mr. Rippincer. American Export Steamship Lines. 

Mr. Warren. Before that employment, where? 

Mr. Rippincer. United States Department of Agriculture. 

Mr. Warren. What was your position there, sir? 

Mr. Rippincer. I was the Assistant Chief of a Division in the 
Commodity Credit Corporation. 

Mr. WarREN. What were your duties? 

Mr. Rippincer. Well, Commodity Credit Corporation handles the 
procurement of agricultural commodities under the price-support 
program and also the sale and movement of these commodities through 
export channels. 

Mr. Warren. As an employee at that time, were you familiar 
with the activities and use of private freight forwarders by the De- 
partment of Agriculture? 

Mr. Rippincer. Limited to its activities in the northeast area. 

Mr. WarreEN. Now, on the basis of your experience, would you 
relate information concerning the usefulness of forwarders when used 
by Agriculture during this period of time? 

Mr. Rippincer. Let me start by giving you a brief outline of 
exactly how we handled the movement of these commodities. The 
New York office of the Commodity Stabilization Service handled the 
transportation and procurement of the agricultural commodities. At 
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one time there were no freight forwarders in our picture and then I 
don’t recall, of course—the New York office of the Commodity Credit 
Corporation closed in June 1953 and all this occurred prior to that 
time 

Mr. WARREN. At one time, no forwarders were used by the De- 
partment? 

Mr. RippincGer. Correct. 

Mr. Warren. And, later, forwarders began to be used? 

Mr. Rippincer. That is right. 

Mr. Warren. Why? 

Mr. Rippincer. We were instructed that under the Bland Act we 
had to appoint and use the services of freight forwarders. 

Mr. WarrEN. Who instructed you? 

Mr. Ripprncer. Our Washington people. 

Ir. WaArrEN. Your Washington people instructed you that under 
the Bland Act you had to use freight forwarders? 

Mr. Rippincer. That is right. 

Mr. Warren. Are you authorized to speak for the Department of 
Agriculture today? 

\lr. Rippinerr. No. I would like to make that very clear. I am 
not talking for the Department of Agriculture. I believe you had 
our Mr. Hutloff in Washington who spoke for the Department. ] 
think the way I have gotten involved in this is that the GAO, after 
the Department of Agriculture office in New York closed in 1953 
I don’t think there were very many people left in the area familiar 
with this subject and I don’t know exactly how the GAO got my 
name, but they somehow did and over a period of time asked me a 
lot of questions about this subject, and I did the best I could to heln 
them with my limited knowledge of the activities of our office. 

Mr. Warren. Would you relate on the basis of your experience and 
knowledge, as an employee of the Department of Agriculture, the 
services rendered by freight forwarders at this time? 

Mr. Rrppincer. Well, in the New York office of the Commodity 
Credit Corporation we had approximately at one time about 400 
people out of which directly in the Division that I was closely con- 
nected with there were about 100 people engaged in the provision, 
storage and transportation of the agricultural commodities. At that 
time that we were instructed to employ freight forwarders, I believe 
there was a list of freight forwarders gotten up and the office utilized 
the forwarders on the basis of brokerage earned. The Department 
did not pay any fee for the services of the freight forwarder. 

We had a number of qualified people ha ndling these movements 

nd the way the Department handled it was simply this: All ship- 
ments for export were consigned directly to the Department. Upon 
arrival of the freight in New York harbor a freight forwarder was 
designated. 

When the freight forwarder was designated he was invited to visit 
the office and receive instructions as to exactly how the Department 
operated. The freight forwarder generally complied with this and 
visited the office, and we went over with them our routine, exactly 
how we handled our shipments from the beginning to the completion 
of the movement. 

When the freight arrived in New York harbor the Department 
had to police the cars into the harbor and check the arrival. The ocean 

70668—56——47 
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transportation bookings were made in Washington. We advised them 
exactly how much freight we had available for the particular program 
or the particular sale. They made the bookings and advised us with 
what steamship line and how much freight they had booked. We then 
ordered this freight to port working with the line in the New York 
office. 

We found the exact loading dates and then we wanted the freight 
and we ordered the freight forward. The car numbers and all the 
other particular data that the freight forwarder would need to prepare 
his documents was then given to the freight forwarder. 

The Department also employed what we called terminal inspectors 
whose job it was to cover the waterfront and police our own move- 
ments. That is, they had the car numbers and number of pieces in 
each car of different types of freight and they would be on hand when 
this freight was unloaded on the pier, and also supervise the loading 
of this freight into the vessel so that if there was any freight that 
arrived in condition not fit for shipment they immediately got in 
= ‘+h with the responsible people, either the steamship line coopers 

r the railroad people and if the food commodity was not subject to 
ceetaealaniaine they immediately had the commodity prepared in such 
manner that it was fit for shipment. 

Mr. Warren. Now, tell us what the freight forwarders did on these 
shipments? 

Mr. Rippincer. | am trying to give you the entire picture. 

Mr. Warren. We are trying to hurry this along. 

Mr. Rippincer. The freight forwarders named from the New York 
office prepared and distributed the documentation pertaining to the 
export movement. 

Mr. Warren. Is that all they did? 

Mr. Rippincer. To my knowledge, that is it. 

Mr. Warren. Do you believe that your own office at that time 
was adequately staffed and experienced to handle this documentation 
that you have just described? 

Mr. Rippineer. That is right. 

Mr. Warren. Now, is it your opinion, then, that the use of 
forwarders by the Department in New York in the area in which 
you had experience was not worthwhile or to the advantage of the 
Government? 

Mr. Rippincer. It was where the Department has an office that 
is staffed by qualified personnel in the area in which they are making 
the export movement. It would not be worthwhile for the Govern- 
ment to employ freight forwarders. 

Mr. Warren. Do you have knowledge of other areas or places 
where freight forwarders were used? 

Mr. Ripprncer. I don’t follow that question. 

Mr. WarrEN. You have stated that your knowledge relates to the 
area in which you operated? 

Mr. Rippincer. That is right. 

Mr. Warren. In New York City. 

Mr. Rippincer. That is right. 

Mr. WarrEN. Do you know of similar conditions in other areas? 

Mr. Rippincer. The New York office was responsible for the north- 
east area which took in the ports of Baltimore, Philadelphia, Boston 
and Portland, Maine. At one time we had suboffices in these various 
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port areas. The suboffices were discontinued but freight continued to 
move through those areas and we employed freight forwarders in those 
ports. 

Mr. WarrEN. Were they useful in those ports? 

Mr. Ripprncrr. Yes, they were useful in those ports. 

Mr. WarREN. What did they do in those ports? 

Mr. Rippincer. Well, they handled the shipments, did the work 
we were doing in New York, policed the movement from its arrival in 
port through to the delivery to the steamship line and the documenta- 
tion. 

Mr. Warren. I have no further questions, Mr. Chairman. 

Mr. Davipson. Have you any questions, Judge Chase? 

Mr. Cuasg. I have one question. 

You mentioned that the forwarder was designated. How was he 
designated? What was the procedure? 

Mr. Rippincer. We were new at that thing in the beginning so we 
did it the way the Government generally does, which is try to appor- 
tion our freight on an earning basis. That wasn’t ve ry successful in 
this thing so then we did it purely on a rotation basis. We had 50 
forwarders on the list and the first shipment came in, the first one got 
it; the next got the second, and the third the third, and so on. 

Mr. Cuase. Were all the forwarders who were registered and operat- 
ing in this area on the list? 

Mr. Rippincer. No. I don’t know how many forwarders there are 
in New York, 500 or 600. We originally started a small list of about 
20 so that we could get them acquainted with our method of operation 
and wouldn’t have to reinstruct new forwarders all the time. That 
wasn’t very satisfactory with the trade, so then we expanded the list 
until I think at one time it contained 80, to 100 freight forwarders. 

Mr. Davipson. There seems to be a little disturbance in some part 
of the room with what you said. Do I understand that whoever was 
in charge of the department there, instead of rotating with regard to 
all of the registered freight forw arders, took a certain group, first 20, 
and then they enlarged that to as much as 80? That was the group 
they rotated. They did not rotate throughout the industry? 

Mr. Rippinecer. No. It would be almost impossible to try to 
rotate between 500 or 600 forwarders. 

Mr. Davipson. In answer to Judge Chase’s question, how were 
these first 20 or 50 whom you did rotate selected? How were they 
selected and who selected them? 

Mr. Ripprincer. I did not do the selecting. 

Mr. Davipson. Who did select them? 

Mr. Rippincer. The chief of the division did the selecting. 

Mr. Davipson. What was his name? 

Mr. Ripprncer. We had several. 

Mr. Davipson. Name the one who selected the original 20. 

Mr. Rippinecer. There was a Mr. Walker Van Bocklin. 

Mr. Davipson. How did he get the 20 names with which he started? 
Do you know? 

Mr. Rippincer. He had a vast amount of experience in the export 
business prior to coming to the Government, and I think he had 
knowledge of the freight-forwarding business. 

Mr. Davipson. Some freight forwarders he had knowledge of? 
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Mr. Cuasz. In other words, he sifted the entire list of all registered 
forwarders down to 20 or 50? 

Mr. Rippincer. That is right. 

Mr. Cuase. That was within his discretion? 

Mr. Rippinger. | believe so. 

Mr. Coase. Could he have sifted it to 5 or 6? 

Mr. Rippinc_er. I believe so. 

Mr. Cuase. Could he have sifted it down more? 

Mr. Rippincer. | don’t think he could have gone that far. 

Mr. Cuase. In other words, he could have sifted it down to 5 or 6? 

Mr. Rippineger. He could have. 

Mr. Davinson. At any rate no procedure was used by the Depart- 
ment of Agriculture, insofar as you know, that made this an open 
competitive situation among freight forwarders? 

Mr. Rippincer. There were no written instructions to my knowl- 
edge as to the use of freight forwarders by the various port commodity 
offices. 

Mr. Davinson. It was a direction that you use freight forwarders 
pursuant to the Bland Act? 

Mr. Rippinecer. That is right. 

Mr. Davinson. After this direction was given to you there was no 
systematic way of making this a purely competitive open proposition 
among all freight forw arders They selected a certain group. Mr. 
Van Bocklin did this. 

Mr. Rippineer. That was in the beginning when we were new. 
Later we developed the system. We were solicited a great deal by 
the freight forwarders and then there was a form gotten up. 

Mr. Davinson. Did every freight forwarder who solicited you get 
a chance to have his name on the revolving list? 

Mr. Rippincer. We then got up a form showing the background of 
the freight forwarder which he filled in as to how long he had been in 
business, how many people he had employed, so that we could tell 
by his background if he was qualified to handle the shipment. If he 
was he was put on the list. 

Mr. Davinson. If he met the qualifications set up by your depart- 
ment he would get on that list? 

Mr. Rippincer. On the list. 

Mr. Warren. Mr. Riddinger, was the instruction that you referred 
to requiring use of forwarders in written form? 

Mr. Rippincer. I don’t recall. I don’t think so. I think it was 
a verbal order from Washington. It wasn’t given directly to me so I 
can’t answer that, but I never did see a written instruction, or I don’t 
recall a written instruction. 

Mr. Warren. How do you know that it was an instruction? 

Mr. Rippincer. The chief of the division came out and held a 
meeting and said “starting such and such a day we will institute this 
procedure.” 

Mr. Warren. Who was the chief of the division? 

Mr. Rippincer. Mr. Walter Van Bocklin was the director of the 
division at that time. 

Mr. WarreEN. He said the Bland Act required it? 

Mr. Rrppincer. We asked questions, of course. 

Mr. Warren. Did he say that Washington had stated that to him? 

Mr. Rippincer. I believe so. That is a good many years ago. 
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Mr. Davipson. Do you know who in Washington said that? 

Mr. Ripprncer. It must have come from the head. 

Mr. Warren. The chief of transportation? 

Mr. RippinGer. Yes. 

Mr. Warren. Colonel Hudtloff? 

Mr. Rippincer. I don’t recall that he was in charge at that time. 

Mr. Davipson. Is there anything further? Thank you. 

Is Mr. Crinkley here? Mr. Crinkley, will you be kind enough to 
identify yourself for our record by giving your name and your 
affiliation? 


STATEMENT OF MATTHEW S. CRINKLEY, EXECUTIVE VICE 
PRESIDENT, ISBRANDTSEN CO., INC., NEW YORK, N. Y. 


Mr. Crinktey. My name is Matthew S. Crinkley. I am executive 
vice president of the Isbrandtsen Co., Inc., 26 Broadway, New York 
City. 

Mr. Davipson. Mr. Crinkley, our counsel tells us that you have a 
prepared statement. 

Mr. CrINKLEY. Yes, sir. 

Mr. Davipson. And that it would be your purpose to make this 
prepared statement of yours a part of the record. 

Mr. Crtnkuey. Yes, sir. 

Mr. Davipson. And that you would like to summarize it in the 
interests of time; is that correct, sir? 

Mr. Crinkuey. Yes, sir; I think 1 could do that. 

Mr. Davipson. We appreciate that very much, indeed, and your 
statement will at this point be a part of the record. 

(The statement referred to follows:) 

































1. My name is Matthew 8S. Crinkley, and I reside ‘at 205 Hillside Avenue, 
Allendale, N. J. I am the executive vice president of the Isbrandtsen Co., Inc., 
26 Broadway, New York City. 

The Isbrandtsen Co., Inc., is the largest and o!dest independent, nonconference, 
steamship line operator in the United States and among its other operations con- 
ducts a fortnightly around-the-world eastbound line service employing exclusively 
American-flag vessels. 

I have been employed by the Isbrandtsen Co., Inc., and its predecessor com- 
panies since 1930. Since about 1933 I have been in charge of the traffic division 
of the company, which actually is the sales department of the firm 

Before joining the Isbrandtsen organization, I was employed for approximately 
10 years by A. C. Monk & Co., Inc., of Farmville, N. C., my home State, which 
was and is a substantial exporter of raw leaf tobacco. During my employment 
by this company, one of my responsibilities was the arranging of transportation 
of all its purchases and sales, and in which connection I arranged the ocean trans- 
portation for export shipments moving abroad. 

In January of 1930, while still employed by A. C. Monk & Co., Inc., the Tobacco 
Association of the United States set up its traffic advisory committee, which com- 
Inittee was expected to investigate and consider particularly the ocean transporta- 
tion needs of the industry and was charged with the duty of giving its best advice 
to the exporters of leaf tobacco as to matters concerned with ocean transportation. 
{ was made a member of that committee and served thereon until I joined the 
[shbrandtsen organization later in that year. 

[t can be seen from the above that I had approximately 10 years’ experience in 
arranging the ocean transportation of export shipments and in which capacity 
I retained the services of freight forwarders, and I am familiar with what is re- 
quired of freight forwarders from the standpoint of the shipper. During all of 
my employment with the Isbrandtsen Co., Inc., and its predecessor companies, 
I constantly through the years dealt with freight forwarders-brokers, not only in 
New York but in all United States ports, and most of the major ports of the world, 
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and I am thus also familiar with the services rendered to steamship carriers by 
freight forwarders-brokers. 

I think it should be brought out at the outset of this statement that freight 
forwarders, so-called, almost universally act in a dual capacity namely as forward- 
ing agents for shippers and as freight brokers with steamship carriers. The 
services rendered in both categories to some extent lap over, but otherwise are 
separate and substantial, and, therefore, in any consideration of the entire matter, 
this basic fact should be kept in mind. 

2. As to those departments of the Government which utilize the services of 
forwarders on commercial-type cargo, insofar as the carriers are concerned, the 
same services generally are rendered as apply to commercial shipments, except 
that the space reservations are usually made by the Government department 
concerned and freight charges are billed direct. Something similar to this 
situation also applies as to a proportion of commercial shipments handled by the 
carriers, and, accordingly, it would appear proper that the carriers pay brokerage. 

It would appear to me that if freight forwarders-brokers are not used on com- 
mercial-type shipments made for the Government that Government personnel 
would have to be employed to handle the details which otherwise the freight 
forwarder-broker would take care of. As carriers, we do not consider we are in a 
position to evaluate the relations between the freight forwarders-brokers and those 
Government departments that use them, and therefore this probably would be a 
matter on which the involved Government departments and freight forwarders- 
brokers could better give the required information. 

3. As to commercial export shipments, it is my considered opinion that it is 
entirely proper for steamship carriers to pay brokerage to freight forwarders- 
brokers, and I will set forth later in this statement some of the services rendered 
by freight forwarders-brokers to steamship carriers in this connection. 

Insofar as the amount of brokerage paid, most of the steamship conference 
groups pay brokerage at one and a quarter percent. My company, since about 
1930-31 has paid brokerage at the rate of 2% percent. It might be explained that 
in commencing service to continental Europe from United States North Atlantic 
ports in 1931, it was discovered the conference in that trade paid to American 
freight forwarders-brokers on eastbound cargo brokerage at 1% percent, but, on the 
other hand, to European forwarders representing the importers, also on eastbound 
cargo, paid 245 percent. 

We considered that equal brokerage should be paid to American freight 
forwarders-brokers, and hence my company standardized on 2% percent as being 
fair and reasonable, and we have maintained payment of brokerage at that level 
since that time in all of the various services we have operated. Further, in 
Europe, steamship lines generally pay 2% percent brokerage, sometimes more, as, 
for instance, in Genoa, Italy, the usual rate is 4 percent. 

We now come to the services rendered by freight forwarders-brokers. 

Let us first examine the services rendered by freight forwarders to shippers, 
which services most—not all—shippers could not provide for themselves. 

As an agent of the shipper, the forwarder, in behalf of the shipper— 

Obtains and confirms reservation of the required space on the most suitable 
and available steamship sailings. 

Arranges the timing, details and follow-through of cargo deliveries to the steam- 
ship piers. 

Prepares and/or processes the necessary documents, such as dock receipts, bills 
of lading, customs declarations, consular documents. 

Usually attends marine insurance coverage. 

Usually pays freight to the steamship carrier on prepaid shipments and awaits 
reimbursement from the shipper. 

Often attaches the necessary documents to drafts drawn by the shipper and deals 
with banks in behalf of the shipper. 

Most shippers must and do depend on their forwarding agent to keep them in- 
formed of all developments in the steamship trades which may affect their in- 
terests—of special opportunities to effect economies by better routing, packing, 
consolidations, special sailings, or special arrangements on large quantities of 
cargo. Shippers usually must and do rely on their forwarding agent to negotiate 
rate adjustments with the carriers when such are needed, or to suggest alternate 
routing or carriers. 

When steamship space is short, good forwarders can and often do get space and 
sailing opportunities which many individual shippers could not obtain. Many 
exporters rely on their forwarders to keep them informed or to attend the changing 

requirements of governmental regulations relating to exports. I have known of 
other services rendered by freight forwarders to shippers at times, but the above 
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sets forth according to my best knowledge the services which ordinarily most of 
the established forwarders render. The forwarders do not bill shippers for all 
of the services rendered, but generally for only those services of a technical nature 
having to do with the preparation, processing, and handling of the various docu- 
ments involved, or for special services required by some shipppers but not generally 
by shippers as a whole. 

‘Now let us examine the services rendered to the steamship carriers by the 
freight forwarders-brokers. First and foremost, the freight forwarders-brokers 
are the link between the carriers and the majority of shippers. 

It is through the freight forwarder-broker that the cargo is usually booked— 
that is, the actual space reservation is made—and, in turn, that is when the car- 
rier’s sale of the transportation service provided to shippers is confirmed. If all 
of the cargo customarily handled and booked by forwarders was even temporarily 
withheld from a carrier or a group of carriers, and the carriers only had the cargo 
available which was customarily handled and booked by shippers not using the 
services of freight forwarders in arranging space reservations, the carriers could 
not operate; it is that simple. 

To proceed further with the services rendered to steamship carriers by the 
freight forwarders-brokers: They handle and facilitate the delivery of cargo to 
the steamship piers at the right time; they work with the carriers to overcome 
lifficulties because of late arrivals and sailings, a continuing problem because of 
he nature of ocean shipping; when the carrier overbooks his vessel’s capacity, 
also an unavoidable problem in the steamship trade; or when bookings must be 
moved up or held back for any number of reasons; they usually pay the freight 
where prepaid freight is concerned, which is a convenience for the carrier; they 
perpare and to some extent process the carrier’s receipt and contract of carriage, 
that is, the bill of lading; they often pass information on to the steamship carriers 
as to business prospects ahead on the shipper accounts they handle and which 
help the carriers in arranging their forward bookings and operations. 

It is on the basis of the above and possibly other services rendered to the 
steamship carriers by the freight forwarders-brokers that I consider they are due 
reasonable compensation. 

Many steamship carriers reduce their solicitation expense by relying largely on 
forwarders to furnish their cargo requirements. Personally, I do not consider 
that working and cooperating with freight forwarders-brokers lessens the need 
for carriers to maintain their own solicitation or sales efforts. Accordingly, my 
company has always made it. a point to as near as possible solicit business from 
every known shipper and every known freight forwarder-broker. 

4. It has been suggested that I state my position and that of my company 
regarding the following points. 

As to the legal status of freight forwarders-brokers, we think they have good 
and proper standing by usage established over many, many years; on the basis 
of actual services rendered; and according to generally accepted practices in other 
industries. For instance, my company has an advertising agent who renders 
valuable service to us, some of which we pay for, but who is paid brokerage or 
commission by the advertising media used. 

We consider freight forwarders-brokers perform a service of great importance 
to small and large shippers and to carriers and, that being true, in the develop- 
ment of the foreign commerce of the United States. I believe, in setting forth the 
services rendered to shippers and carriers as noted above, that the importance of 
their operations is clearly indicated. 

[ have been asked as to the sources of the income of freight forwarders-brokers 
and the significance of each source, and I regret I am not able to give any infor- 
mation or express any opinion in that particular connection. 

The question has been raised as to the responsibility of carriers to insure that 
brokerage is payable where properly earned and only to those legally entitled to 
receive it. It is my opinion that carriers are obligated to exercise due diligence 
in this connection, but at the same time I consider that there is a limit as to what 
the carriers can do along that line. 

As a general thing the carriers of necessity rather intimately know the freight 
forwarders-brokers involved because of the nature of services rendered and are 
able, therefore, to completely satisfy themselves that such freight forwarders- 
brokers are entitled to brokerage. The carriers further require that on brokerage 
bills a statement shall be made by the freight forwarder-broker to the effect that 
he is registered with the Federal Maritime Board, is legally entitled to receive 
brokerage, and that no part of the brokerage shall revert to the shipper. There 
is not very much more I see the carriers can do in this particular connection. 
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The question has also been raised as to the performance of forwarding functions 
by carriers and practices in regard thereto. tt is the definite position of my com- 
pany that we should not and we do not offer to perform services for shippers in 
the capacity of freight forwarders. The reason for our position in this respect is, 
first, we must look to freight forwarders-brokers for a substantial proportion of 
the cargo we obtain, and we do not consider it good business to compete with 
them under those circumstances. However, there is another and equally important 
point; namely, that inevitably there are times when the interests of shippers and 
the steamship carriers sharply differ; and, should a carrier under those circum- 
stances represent a shipper as a freight forwarder, he is placed in an absolutely 
impossible position, for he must then either act against his own interest or that 
of his customer. 

To illustrate, there are times when the condition of cargo packing would seem 
to require a notation be made on the bill of lading, whereas it is in the interest of 
the shipper that no such notation appear. Sometimes these things can be worked 
out, and sometimes they cannot, but it can easily be seen how awkward the 
position of a carrier would be if under such circumstances he was at the same time 
acting as a freight forwarder for the shipper. 

A question has been raised as to the basis for paying brokerage. Insofar as 
my company is concerned, and as stated above in another connection, by reason 
of the services rendered by the freight forwarders-brokers, there is usually no 
question in our mind that a given freight forwarder-broker is due brokerage on a 
given shipment. Furthermore, it is a matter of constant occurrence that in 
arranging for shipments it is necessary to consult both the freight forwarder- 
broker and the shipper, and the relationship is thereby even more clarified. 
Further, there are quite a number of shippers who go further and notify the 
steamship carriers that a given freight forwarder-broker is authorized to represent 
them, although as a rule such notice is not actually required, due to working out 
the transactions involved. 

I have been asked to comment on the extent of solicitation activities between 
forwarders, carriers, and shippers. I do not understand the question; but, as I 
have said above, it is the practice of my company, and has been through the years, 
to actively solicit every known shipper and every known freight forwarder-broker 
so as to not overlook any possibility of obtaining cargo. 

The steamship business is very competitive, and especially so for an independent 
carrier, and I have never for a moment considered the matter in any different 
light. I should add, however, that I know of a good many cases where shippers 
leave entirely to their freight forwarders-brokers the arranging of ocean trans- 
portation and do not welcome sales calls from steamship carriers. In those 
instances we are naturally most content to work only with the freight forwarder- 
broker involved. 

I have also been asked to comment on the factors affecting the freight for- 
warders-brokers’ selection of a particular carrier to handle a particular shipment. 
This is a very complex question and probably will not admit of a short and simple 
answer. The factors may vary considerably from time to time with the same 
shipper. 

In one instance it may be in the overall interest of the shipper that a particular 
shipment go forward by the first available sailing, almost regardless of the carrier 
or any cost or other factors involved. In other cases, the very ability of the 
shipper to make a sale may depend on his getting as favorable a freight rate as the 
market will afford, and it is then up to the freight forwarder-broker to earnestly 
shop the market in behalf of the shipper. 

In some instances, where a number of cargo items are moving, again regardless 
of cost factors, it is very important that all of the items move as a unit. In 
some instances, a number of very small shipments will be going to a given destina- 
tion, and for the sake of economy such shipments should be consolidated on one 
vessel to avoid the payment of minimum rates. I have touched on only a few, 
but there are other factors which come into this particular situation. 

5. I have been asked to comment on the existence of abuses and questionable 
practices involving the use of freight forwarders-brokers, as to rebating brokerage, 
splitting brokerage with shippers, reducing or waiving forwarding fees, the pay- 
ment of brokerage to dummy forwarders, and the payment of brokerage when 
not properly earned. 

As to rebating brokerage, splitting brokerage with shippers, and the reducing or 
waiving of forwarding fees, these are matters which involve the relations between 
the forwarders and shippers—accordingly, the steamship carriers are not in a 
position to have much, if any, definite knowledge in connection therewith. 
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The freight forwarding business is tremendously competitive, and a forwarder 
really has to strive to get shipper accounts, and to hold them. 

All through my years in the steamship business, when one freight forwarder 
has taken an account away from another freight forw: arder, I have heard groans 
and curses, and mutterings about malpractices of one kind or another, but I 
have never known whether there were any proper grounds for such charges, or 
whether it was just a bit of ‘‘bitching’’ over lost business. 

Concerning the possible payment of brokerage to “dummy forwarders’’, and 
the payment of brokerage when not properly earned, in the earlier years of my 
employment by the Isbrandtsen organization I knew of some instances where a 
freight forwarder-broker, having been designated by a shipper as his authorized 
agent, had a habit of submitting blank brokerage bills when no actual service 
was rendered because that particular shipper himself handled all matters which 
ordinarily the freight forwarder-broker would have taken care of. Frankly, 
[ objected strenuously to any such setup, but as it was an established trade practice 
there was little I could do about it. 

At times when I tried to fight this practice the contention was made with me 
by the freight forwarder-broker concerned that I should not let the matter bother 
me because it was none of my affair if the shipper or personnel in the shipper’s 
organization performed these services in effect for the freight forwarder-broker, 
which of course, was rather weak and silly any way you look at it. 

However, it was my observation as time went on, there was less of this type of 
thing, and I do not consider the practice today is at all general as to the great 
majority of freight forwarders-brokers; and as to those still in this position, if any, 
they evidently bestir themselves sufficiently to give the appearance that they 
ire functioning and entitled to brokerage. 

6. The question has been raised as to the sufficiency of existing laws and 
regulations purporting to regulate forwarders and brokers, including the need 
for additional legislation. Everybody in the export-import-shipping industry 
knows that many freight forwarders-brokers render superb service to their shippers 
and to the carriers; that the majority of all freight forwarders-brokers render an 
honest, necessary and valubale service to shippers and carriers; but that like every 
trade and profession, there are the irresponsible and unreliable, and those with 
insufficient financial resources to justify putting into their control goods of con- 
siderable value. 

The regulatory authority now requires freight forwarders-brokers to register, 
but little more. I don’t know of any requirement that for registry as a freight 
forwarder-broker, an applicant must furnish any proof of character, competence, 
or financial responsibility. 

Certainly, taking into account the enormous value of goods entrusted to their 
care, and over which the freight forwarders-brokers can exercise a considerable 
measure of control, I consider a man should not be permitted to operate as a 
freight forwarder-broker unless he is required to submit proof of character, finan- 
cial responsibility, and reasonable competence. If this sounds like a reeommenda- 
tion for requiring freight forwarders-brokers to be licensed, and keeping in mind 
my thought that they are indeed important in developing the foreign trade of the 
United States, then there it is. 

I would assume if the Federal Maritime Board has the authority to require 
freight forwarders-brokers to register, it has the authority to establish these other 
requirements and should exercise it. 

If the Board does not have this authority, legislation should be enacted to 
provide it, and with this authority a mandate to the Board that it be actively and 
competently exercised. If such legislation should be enacted, I think it should 
include provisions for cancellation of licenses for cause. 


Mr. Davipson. Now you may go ahead with your summarization. 

Mr. Crinxtey. My company is the largest and the oldest inde- 
pendent or nonconference steamship line operator in the United 
States. Among its other services, it operates on a fortnightly basis 
with American-flag vessels, a service east-bound around the world 
from the United States North Atlantic ports via the Mediterranean, 
Red Sea, India, the Straits, the Orient and back to the Pacific Coast 
ports, and thence by Panama Canal to Puerto Rico and return to the 
North Atlantic. 
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I have been employed by the Isbrandtsen Co. and its pred- 
ecessor companies since 1930. Before I joined the Isbrandtsen 
organization [ was employed for approximately 10 years by a large 
leaf tobacco exporting firm in North Carolina; A. C. Monk and Co., 
Inc. of Farmville, North Carolina. 

In my employment by that company one of my duties was to deal 
with all the transportation of the company and particularly with the 
ocean transportation of its export shipments. As such I utilized the 
services of forwarders and was familiar with what was required of 
forwarders by shippers. 

In the first months of 1930 the Leaf Tobacco Association of the 
United States formed a traffic advisory committee which was supposed 
to study transportation and particularly ocean transportation and to 
advise the members of the association in those matters. I was made 
a member of the committee to represent the so-called independent 
tobacco exporters and maintained membership and activity on the 
committee until later that year I entered the employ of the Isbrandtsen 
Co. 

In my connection with the Isbrandtsen Co. I have always been 
associated with what is known as the traffic department which 
actually is the sales department, and as such I have dealt since my 
employment, and particularly since about 1933 when I became head 
of that department, with freight forwarders and brokers in all United 
States ports, and in time, most of the major ports of the world. 

J think in summarizing this I should briefly repeat a statement I 
made, namely that when ‘| was employed in the export field we called 
freight forwarders forwarding agents. That term was rather descrip- 
tive and it meant that that was a forwarding agent representing the 
shipper but forwarding agents or freight forwarders, as they are gen- 
erally called, universally act in a dual capacity and I have chosen in 
my statements to call them freight forwarders-brokers. 

Insofar as the shipper is concerned, they are a forwarding agent. 
Insofar as the carrier is concerned they occupy the place of a bona 
fide broker. They have that dual capacity and there is a slight 
overlapping at some points, but not in a general way. 

[ was given an outline of questions that might properly be con- 
sidered in making a statement, and in one section, section 2, it called 
for some comment about the employment of freight forwarders by 
Government departments on Government business. 

We do a great deal of business with various Government depart- 
ments and with the MSTS, which is the military shipping organization. 
They not only do not employ forwarders, but as a rule they provide 
the terminal and even the stevedoring service. 

So that, insofar as the carrier is concerned, they are only involved 
with military cargo as it comes on board the ship. Every service up 
to that point, as I say, including terminal and stevedoring, is provided 
by what we call MSTS. 

As to other Government departments, such as the Department of 
Agriculture, forwarders are used. From our standpoint, the cargo is 
usually booked by the Government department involved and we bill 
the Government department involved directly for freight charges. 

Our traffic people have taken the position that otherwise the for- 
warders generally provide the services that they provide on commer- 
cial shipments. I can’t lay any particular criteria on that because a 
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similar situation exists as to some shippers. That is that the shipper 
himself may make a space reservation and may pay the freight. I 
am not able to make any estimates about the usefulness of the for- 
warders to the Government departments. We don’t enter into that 
relationship and whether less personnel could be used if freight for- 
warders were utilized and questions of that nature, are questions that 
[ am sorry I cannot comment on. 

I think it is pertinent to make a statement that my company has 
since at least 1931 consistently on our line sailings in foreign trade 
paid brokerage at the rate of 2% percent. We are independent. We 
do not be long to any of the steamship cartels which we call confer- 
ences. We have had to cot npete rather sharply with them and we 
found in those early stages when we instituted a service to continental 
Europe that the conference lines operating in the North Atlantic 
trade paid European forwarders 24% percent on eastbound business 
but paid American forwarders on eastbound business 1% percent. 

Partly for that reason and for the other reasons we considered that 
2\; percent would be a reasonable brokerage and we have consistently 
paid that all through the years. 

Mr. Warren. What, sir, are the reasons that 2% percent is a 
reasonable brokerage payment? 

\ir. CrinKLEY. One, it had been established by the lines with which 
we competed in the conferences. They paid that figure to European 
forwarders. 

\ir. Warren. They paid 2% percent to European forwarders? 

Mr. Crinkxuiey. But to the American forwarder, representing an 
American exporter, they paid 1% percent. Why, I don’t know, but 
that was one of the considerations that came into our originally 
establishing that figure. 

\Mir. Warren. What is the other? 

Mr. Crinxziey. The other is that we have considered all through 
those years—I have—that the services rendered the carrier by for- 
warders justified the payment of 2% percent and we have generally 
calculated that amount of brokerage in our rates. 

One other consideration is that as an independent we were bucking 
some exceedingly heavy competition and have continued to do that 
to this day, and we considered, also, from that standpoint that it 
was advisable for us to pay 2% percent brokerage. 

Mr. Warren. Don’t you consider that that is the most important 
consideration? 

Mr. Crinkuey. I think it is a very important one. I don’t think 
it is the only important one. 

Mr. Warren. Don’t you think as a result of the 2% percent that 
it is very likely that certain cargoes are going to be forwarded to 
your line in preference to conference lines? 

Mr. Crrnxury. | think that has been often the case. I would like 
to point out in that particular connection that as a general rule we 
have sought to provide American exporters with lower freight rates 
than the associated conference lines charge. 

Mr. Warren. Agreed; but the two reasons combine, don’t they? 

Mr. Crinxuey. 1 want to make one point there. According to 
that, if we paid the same rate of brokerage as the conference lines 
then as to shipments made by my people to the forwarder, he would 
have lesser earnings than if he made the shipment with the competing 
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conference lines. I think you can see that point. I consider it 
important. 

Mr. Davipson. Excuse me. I think that is an important point. 
I want to make sure I understand it. 

You say that your tariff rates are lower than those of conference 
lines? 

Mr. Crinkxiry. They have consistently through the years been 
lower. 

Mr. Davinson. Therefore, 1% percent of such a lower rate would 
result in a smaller fee to the forwarder-broker? 

Mr. Crinkxuey. Exactly. 

Mr. Davinson. And that is one of the considerations? 

Mr. Crinxuey. Yes, that was one of them for consideration. The 
other that you mentioned, Mr. W arren, is a very definite one. 

Mr. Warren. How do you explain the continental conference where 
brokerage went up to 5 percent? 

Mr. Grinxuey. That is a situation which has been actually pro- 
voked by the entrance to the trade in about 1949 of another non- 
conference carrier. As a matter of fact, at that particular time there 
were about four nonconference carriers and the competition got exceed- 
ingly heavy, and as one means of getting business some of those car- 
riers offered larger brokerage; and apparently it has been followed 
generally by some of the other carriers. 

My company has refused to go further than 2% percent, preferring 
to lose business rather than pay 1 broker more and another less. 

Mr. Warren. Is your testimony that 24 percent is equivalent to 
1% percent? 

Mr. Crinxuey. It would be more because we would have to cut our 
rates in half with the conference lines and it has not been that. At 
times I have quoted rates 50 percent of the other lines profitably. 

Mr. Warren. Would you agree that 2% percent is some inducement 
for a forwarder to give it to you, and you think properly so, because 
this is a fair business method which you are employing? 

Mr. Crinxtey. That is right, sir. 

Mr. Davipson. Go right ahead, sir. 

Mr. Crink.iry. My statement proposed to give a little of the back- 
ground that I have accumulated as to the services rendered to shippers 
by forwarders and also to those rendered to the carriers by forwarders. 
I will try to do it hastily. I think it has probably been covered al- 
though I have not been attending these hearings. 

So far as the shipper is conc erned the forwarder is the agency which 
usually makes the actual reservation of space with the carrier in behalf 
of the shipper. In other words, he saves the shipper having to under- 
take that himself. 

Mr. Warren. By reservation of space, do you mean a booking? 
You say that usually takes place in your trade. How about everybody 
else’s trade? 

Mr. Crinkiey. Usually in everybody else’s trade. 

When I was with Monk I communicated with the steamship com- 
panies to make certain of reservations. Otherwise, I communicated 
with our forwarder and said, ‘‘Reserve this space for such and such a 
shipment going to such and ‘such a port.” 

Mr. WarrEN. Do you believe that the bulk of export tonnage is 
reserved by forwarders or by shippers? 
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Mr. Crinxuiey. The majority is reserved by forwarders. 

Mr. WarreEN. Did you hear some of yesterday’s testimony from 
some of our largest exporters who absolutely do their own booking? 

Mr. Crinkuey. The only reports I have seen of these hearings has 
been in the newspapers and I haven’t heard the testimony. But I 
can say that there are a number of very substantial shippers who 
prefer to make their own reservations; if you speak about the export 
business as a whole, I would say that the majority of the shipments 
are booked by forwarders. 

Mr. Warren. This is an opinion that you might have trouble in 
substantiating? 

Mr. Crinxuey. I beg your pardon? 

Mr. Warren. Isn’t this an opinion of yours that might be difficult 
to substantiate? 

Mr. Crinxutey. I don’t know whether there would be any great 
difficulty in substantiating it or not. I assume that I might take, or 
one of our traffic people might take, the manifest of a given ship and 
oo down the line and say, ‘This was booked by a forwarder.” 

Mr. Warren. I think that would be interesting to develop: To 
select the shippers who represent the bulk of tonnage, and attempt to 
find out whether they control the booking and space reservation. 

Mr. Crinkuey. I think I would have to add the remark there that 
any shipper is in a position to control the booking of his cargo if he 
chooses to exercise it. They used to look on it as a matter of con- 
venience. 

\ir. WARREN. Even though the space reservation is made by the 
forwarder, the shipper might actually control it? 

\ir. CRINKLEY. He might instruct his forwarder to make the 
reservations with a certain firm. ‘They sometimes do that. 

One of your jobs is to induce many shippers to do it that way. 
The forwarder, for the shipper, arranges the timing details and follow- 
through of cargo deliveries to the piers usually, whether it is by truck, 
railroad car, or otherwise. He prepares and processes the neces- 
sary documents such as bills of lading, customs declarations, dock 
receipts, consular documents, and the like. 

In a great many instances the forwarder is expected by the exporter 
to attend to the coverage of the cargo with marine insurance. Most 
shippers expect the forwarder to pay freight charges if they are 
involved—and I mean by that if it is prepaid freight—and then to 
bill the shipper and, of course, that gives them additional time and 
convenience. 

[ have known ofttimes the forwarder is expected to get the docu- 
ments and attach them to a draft and put them in the banks at the 
port cities. Most of the shippers—this is very general—depend on 
ireight forwarders to negotiate rate adjustments where they need it, 
whether with independents or with conference groups. They depend 
very largely—and this was particularly my situation when I was 
engaged in the shipping side—they depend very largely on the for- 
warders at the ports to keep them advised about developments in the 
trade, about new carriers or changed routes, or things of that nature. 

Mr. Warren. I understand your position that you wish to pay 
brokerage, and that you believe you are getting services. But do 
you believe you have discretion to refuse to pay it? 
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Mr. Crinx ey. I don’t believe Ido. We are a common carrier and 
it is my contention—and this has been pertinent in many instances— 
that a common carrier in a sense is a public carrier and he has a 
peculiar obligation to serve the public on equal terms and conditions 
to all. @ 90 mae eke © 

That is one of the reasons that if any question comes up on broker- 
age we have refused and said we are going to pay that to evervone 
that ships with us, and we are not going to pay more or less. I don’t 
think, as a common carrier, that I have ¢ a right to discriminate against 
certain forwarders any more than I have against shippers. 

Mr. Warren. Nothing under the law requires you to pay brokerage. 

Mr. Crinxuey. If we are going to pay brokerage I think I am 
obliged to give equal payment to all forwarders 

Mr. Warren. In a case where no brokerage or forw arding function 
is performed, would you want to pay brokerage? 

Mr. Crinkuey. I am not trying to be presumptuous. I deal with 
that question a little further on. 

Mr. Warren. I would like an answer to that question, but you 
may proc ‘eed. 

Mr. Crinxey. I will answer it before I am finished. 

Further, in behalf of the shipper, the shippers usually rely on the 
stearship forwarder especially in times when there is more cargo 
moving than there is space. He depends on the forwarder in being 
able to give him a booking. Ofttimes forwarders are able to get 
bookings where an individual shipper could not because he deals with 
many lines and cargo shipped by different shippers and, as I say, can 
exert pressure on the carriers to get a booking where an indiv idual 
shipper might not be able to do so. 

That is the general outline of the services that I think are per- 
formed for shippers by the forwarders. 

When we come to the services provided by the forwarders to car- 
riers I can speak a little more definitely because of the long time I 
have been engaged with it and was engaged with it in a more per- 
tinent way. 

1 would say that if any one steamship line or group of lines must 
depend on the forwarders for their booking very largely, despite the 
fact that there are a number of large shippers who prefer to do that 
direct, it is my own personal opinion that if any line or group of 
lines at any given time were not to have cargo, that they did not 
have cargo that was booked by forwarders, “that they were only 
A on cargo booked by shippers, they couldn’t operate. | 
don’t think our company could. I think it is that simple. 

Mr. Warren. Are you indicating that you believe that forwarders 
actually control the direction of a substantial amount of car; go, which, if 
temporarily interrupted, the export trade would be seriously | indered? 

Mr. Crinxuey. I don’t want you to think that I am trying to be 
too small. There is a difference between booking and controlling. 

I wouldn’t like for my company to have to take the position that 
we would only get the cargo controlled by forwarders or only get the 
cargo that was not controlled by forwarders or controlled by shippers. 
There is too large a proportion there of both. 

What I say is that if carriers did not have available on a given 
voyage or in a given period of time cargo ordinarily booked by for- 
warders, whether they control it or book it at the instruction of the 
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shipper, and only had cargo booked customarily by the shippers 
themselves, they would not be able to operate as a general thing. 
My company would not. We feel we have that much dependence 
on the forwarders. 

Mr. Warren. Do you deal with any shippers who do not use 
forwarders? 

Mr. CriInKLEY. Yes, sir. 

Mr. WagreNn. What percentage of your tonnage is so handled? 

Mr. Crink.Ley. We do a very substantial amount of business with 
the military services. That is ali. If you leave that aside, then I 
believe that it would not exceed 10 percent of our business. 

Mr. Warren. If you include the military? 

Mr. Crivxuey. If you include the military I am a little bit at sea 
as to how to give a proportion. I can say that as to the nonmilitary 

cargo I would say better than 90 percent of our business is handled 
by forwarders. 

The reason I throw a little element of doubt in that is there are 
certain sailings where we don’t carry a pound of military cargo. So 
it is hard to pin ic right. there. 

As to the services rendered the carriers bv freight forwarder-brokers, 
besides making the space reservation, here is one place it overlaps: 
The fact that they handle and facilitate delivery of cargo to the piers 
is a service to the carrier very distinctly because there is a matter of 
timing to meet the time when the shipments will arrive and depart 
and things of that nature. 

Mr. Warren. This is a service to the carrier? 

Mr. Crinkxtry. That is one service that the forwarders provide to 
the carrier, and to the forwarder that is getting the cargo delivered 
io the pier. 

Mr. Warren. Is it also a service to the shipper? 

Mr. Crinkuny. Definitely. The shipper has an obligation to get 
the cargo to the pier. At the same time, if the carrier doesn’t have 
the cargo available to load and it is his bread and butter to get the 
cargo loaded, it has to get to the pier. The forwarders work with 
the carriers in overcoming the difficulties caused by late arrivals and 
svilings of ships. That is an evil that the steemship business always 
will have. Even such powerful ships as the Queen Mary may come 
in late at times. If they are coming in late the question of railroad 
demurrages and special deliveries are made more burdensome and 
the carriers as a rule depend on the forwarders to work out those 
situations between the inland carriers and shippers and things of 
that nature. 

The steamship carriers depend very largely upon the forwarders 
as a go-between to take care of the thing when they have to shut out 
cargo. A steamship operator is almost bound and compelled generally 
speaking to try and slightly overbook his vessel because there are 
always such things as strikes or breakdowns in interior transportation, 
and accordingly if he doesn’t overbook his ship he will never carry his 
ship full. If he does that every so often everything comes in and he 
can’t lift it. 

Mr. Warren. How large a solicitation staff does your company 
maintain? 

Mr. Crinxury. In New York City we carry 8 solicitors and in the 
United States about 23 or 24. 
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Mr. Warren. Are these solicitors calling on forwarders? 

Mr. Crinxuey. Calling on forwarders and shippers. 

Mr. Warren. Do they call on a selected few forwarders? 

Mr. Crinxuery. As I say in my statement, we try to make it our 
job, and always have as near as possible, to call on every single 
forwarder and every single shipper in the United States. 

Mr. WarrEN. That would be about 1,600 forwarders. With the 
limited staff that you have indicated, you call on 1600 forwarders? 

Mr. Crinkuey. I don’t have the figure 1,600 in my mind. I have 
about 650 to 700 in New York. 

Mr. Warren. About 1,600 is the number registered in the country. 

Mr. Crinxiey. Well, yes, I see. Well, I didn’t know it was that 
many. I had in mind about 900 or a thousand. It is our purpose. 
So far as I know every forwarder is on our mailing list. 

Mr. Warren. You call on the ones you believe control the cargoes 
and are good business gambles? 

Mr. Crinkuey. Yes, sir. 

So, as to the forwarder-broker there is a very valuable help to the 
carriers when they have to deal with late arrivals and sailings and 
shut-outs. They make up the bills of lading which sounds like a small 
thing, but which we found out is considerable. On every one of our 
outbound sailings on around-the-world voyage we have between 750 
and 110 bills of lading. 

Mr. Warren. Do you consider this something for which you should 
compensate the forwarder? 

Mr. Crinkuey. It is something that a carrier should do himself. 
It is a receipt he gives to the shipper and the terms under which he is 
going to transport the cargo. Theoretically the carrier ought to 
make it himself. If the forwarder does it for him it saves the carrier 
money and is worth something, and he should get some compensation 
for it. 

I have a very pertinent knowledge of this because we are also 
engaged in intercoastal service and on domestic transportation the 
ICC does not permit the forwarders to be employees. We have to 
make them up ourselves and in our San Francisco office we employ 
two people and others help when the bills of lading are made up. 

Mr. Warren. Do you believe that the shipper should pay the 
forwarder for the execution of the bill of lading? 

Mr. Crinkiey. No; I think the carrier pays for that. 

Mr. Warren. You do not think the shipper pays the forwarder 
for that? 

Mr. Crinkiey. Let me say it this way. Actually it is an obligation 
of the carrier. He ought to make up the bill of lading. It is his receipt. 

Mr. Warren. So you think the carrier should pay for it and the 
shipper should not. Is that your position? 

Mr. Crinxuiey. I am coming to that. 

This goes back beyond my time, but back through the years the 
carriers have been able to saddle this to the shipper. The carriers 
push that job to the shipper and the shipper in effect has the forwarder 
do it for him, and that has become an old Spanish custom. 

Mr. Warren. It sounds like doubletalk. 

Mr. Crinkxiey. That is what it is, doubletalk. Then I say again 
there the forwarders provide the service to the carriers in that they, as 
a rule, pay the freight. Otherwise we would have to wait for a shipper 
in the interior to send the money down. It is a convenience. 
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Then, one of the most valuable services that the forwarders as a 
whole give to the carriers is that, where they represent a group of 
shippers, they are able to give the carrier some indication in advance 
of about how business is coming and what is expected and that is an 
assistance to carriers in arranging their space reservations and sailings. 

So on the basis of those services, and possibly others, we have always 
considered that the carrier obtains a very valuable service from the 
forwarder and accordingly it is only right and fair that he should give 
lim reasonable compensation. 

Now you asked me these questions about solicitation. I know of 
carriers, some with whom we compete, that may depend very largely 
on forwarders for their business. but possibly because of our inde- 
pendent status and also possibly because we're not just content to 
stand by and leave any opportunity that might be available to get 
business go by, we have set up our whole scheme over the years on not 
leaving any stone unturned in getting business. 

Therefore, we have made it our business to call on ev: ry forwarder 
and every shipper and try to persuade both of them simultaneously, 
working together or one way or another to give us business. so that ] 
cannot say we depend on the forwarders alone for our business, or de- 
pend on the shippers alone. We go after them all. 

Mr. Warren, In actuality, you don’t know who determines in final 
analysis to use your line? 

Mr. CrinkiEy. We can pick here and there. I have one account 
that doesn’t want us to come and see them. They say, “We leave that 
to our forwarder.” There is no doubt about the control on that. | 
go to another where I have had the experience of convincing a shipper 
to go with my company. He has instructed the fowarder and the 
lorwarder has spoken with us about it, too, and apparently is coopera- 
tive in it. So sometimes it is hard to determine, and I don’t know as 
there is any good reason to determine precisely where the control of 
the shipper starts and stops or where the forwarder starts and stops. 
| am not interested in it. [| want the business, 

Mr. WarrEN. Do you urge shippers to use forwarders in < 
where they are not? 

Mr. Crinkuey. No, sir, we figure that is their own business and 
they may have their own reasons. 

In this outline which I { llowed in making up the statement there 
were some other question: that it was considered that the statement 
might touch on. It comes down, then, to the question next as to 
responsibility of the carriers to assure that brokerage is only paid 
where earned. 

Before I get into that I think probably I ought to make this point 
clear. My company will not under any circumstances provide for- 
warding services. Some steamship carriers do. We will not do it. 
We have branch offices in most of the important ports, Philadelphia, 
Norfolk, New Orleans. Houston, Galveston, San Francisco, and so 
forth. 

By deliberate policy we will not provide forwarding service. We 
would be competing with people on whom we depend for a good deal 
of our business and there are instances that arise where the interests 
of the carrier and shipper are different. 

There might be a condition of the cargo to require an exception to 
be made on a bill of lading. The forwarder. in the first instance, 
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represents the shipper and therefore the steamship line has somebody 
between them and the shipper who can try to resolve those problems. 
If the steamship carrier is the forwarder it puts him in a position where 
there is a conflict of interests. 

The question as to the responsibility of the carrier to make certain 
he only pays brokerage where it is definitely earned: That has pre- 
sented a great many difficulties from the standpoint of the carrier. 
We know in general the services rendered by the forwarders to a given 
shipper. They might book it or participate in the handling of it. 
Sometimes the shippers write letters where they speciically notify the 
carriers that such and such a forwarder has been appointed to repre- 
sent them. We require the forwarders to make a statement on their 
brokerage bills that they are registered with the maritime authorities. 

Mr. Warren. Does that mean that they have earned brokerage? 

Mr. Crinkiey. By putting the statement on the bill? 

Mr. Warren. Yes. 

Mr. Crrnkxtry. No, not necessarily, but I am saying we require 
them to put a statement on the bill that they are a registered forwarder 
and that they are entitled to receive brokerage and no part of it 
returned to the shipper. I don’t know very much more that we can 
do about it toward going back to make certain that no broker receives 
brokerage who is not entitled to receive it. 

Mr. Warren. Do you think that you should pay brokerage on a 
shipment, where, in your opinion, it is not earned? 

Mr. Crikey. I don’t think, when you come down to an actual 
basis of fact where there is no service rendered that we should pay 
any brokerage. There has never been any secret about our position 
in that respect. 

I do say that you will find it in practically every trade I know about, 
that if you have a given situation going over a period of years where a 
custom has been established and it even becomes something that courts 
recognized and what is known as a customary trade proc cedure, any- 
body that seeks to deviate from that and takes a contrary position is in 
for a lot of difficulties, and that could be very well stated to be one of 
the considerations that comes into that question. If it has been es- 
tablished over a long period of time, generally speaking if a forwarder 
officially represents a shipper as the customer, lines generally pay 
brokerage and it is the custom of the lines to pay brokerage, and then 
to start not paying it, in my opinion is fighting a situation built up 
over a period of time which will cause many difficulties to the carrier 
| have to comment about that a little further. 

Mr. Davipson. Proceed. 

Mr. Crinxiey. There was a question involved there as to consider- 
ations that affect the freight forwarder’s selection of a particular 
carrier or vessel. I have stated in my statement that there are many 
considerations that come into that. I don’t think it can be simplified 
down to the point of just simply saying either that a forwarder com- 
pletely controls a shipment or does not control a shipment. 

There are times when haste in getting a shipment forward is a 
great urgency and therefore a ship will be selected that is the earliest 
possible sailing without any regard to cost or any other factor. 

There are times when there are a number of small shipments that 
go to make up some machinery repairs that have to go forward as a 
unit. 
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There are small shipments that should be consolidated. 

There are times when the ability of an exporter to make a sale may 
depend on a favorable freight rate and he may expect his forwarder 
to earnestly shop the market and that is done frequently, and that 
may have something to do with it. 

I am assuming that the matter of the brokerage may have some 
influence on it, but it cannot under any circumstances be left just 
there. These other things come into it and I don’t believe 1 can do 
any more than touch on it in that manner unless there is some question 
on it. 

We come to this matter of abuses. I have been asked to comment 
on the rebating by forwarders to shippers, and the supplying of com- 
missions and things of that nature. 

As a carrier, we don’t come into that phase of the thing sufficiently 
to know anything about it. I can’t pinpoint anything on it. Whether 
it is prevalent or not I don’t know. Whatever the relationship is in 
that respect, as between a forwarder and shipper, or the rebates or not, 
we are not involved with so I don’t know anything about it. 

There comes this question of payment of brokerage where it is not 
earned, and the dummy forwarders. 

I have stated in my statement that when I first came with Is- 
brandtsen I found that there was such a thing as a shipment being 
booked by a shipper and he taking care of all the details, and actually 
back in those early days we used to get blank brokerage bills. 

Mr. Davipson. What is that? 

Mr. Crinkxuey. That means a brokerage bill would be sent to us 
and show the name of the shipper and vessel and not show any freight 
or any brokerage. He might have a little note ‘Please fill out the 
amount of freight and figure my brokerage for me and send me a 
check.” 

That was a ridiculous situation and I, coming fresh to the trade 
there, used to raise the devil and try to find some way that we could 
deal with it. 

Mr. Davipson. This is where the shipper himself was asking for 
a rebate? 

Mr. Crinkiey. No, not at all. The shipper made the booking 
and had done evertyhing that I know anything about and then, 
low and behold, because he had officially designated some forwarder 
as his official forwarder, that feliow sent a brokerage bill and he had 
not earned anything. 

I said it was established custom and I couldn’t do much more than 
fight and fuss about it. 

[ don’t know what it has been, but there has gradually come a 
change so that we don’t get any more blank bills. It has been years 
and years since I have seen any of those. 

I don’t know too much about that angle of it— about the services 
that go on between a forwarder and the shipper; and there is some 
variation otherwise—but if they are they all stir around and give 
some sign of activity to justify perhaps earning the brokerage so that 
the steamship carrier, if it is claimed that some forwarder is just a 
runner—so far as we are concerned if somebody turns up there 
with the documents and has something to do with the delivery of the 
cargo and picking up the bills of lading and signing the due bill, 
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we cannot distinguish that easily as we did in the times when they 
put in these blank bills. 

So far as I am concerned I consider without question at all that 
there are very, very few forwarders who could possibly be classified 
in this dummy status, if there are any, and I cannot spell them out. 

So far as the line is concerned they throw up activity enough to 
make it look as if they are going through the motions anyhow. 

Incidentally, I made this rather sketchy on the basis of your 
request and if anybody wants any question of me I will be gald to 
try to answer it. 

There was a question about legislation. 

It seems to me that there is no doubt about the fact that whether 
a broker or forwarder controls business or not, actually it is in his 
hands when it comes down consigned in his care, so that he actually 
has in his hands goods of very great value and he picks up and makes 
papers on them, and still is in position to negotiate papers. 

So I think that this matter of requiring forwarders to register is 
insufficient. I think there should be some requirement that they 
furnish proof of character, and not only character and experience or 
ability but also something that has to do with their financial status 
because, as I say, goods come down to the port and sometimes they 
are left entirely to the discretion of the forwarder as to with whom 
they are going to be booked, where they are going to be delivered, 
and I have known of cases where the forwarder didn’t have sufficient 
financial resources to actually justify him in having property of that 
value in his hands and in his control. 

So I have considered that ultimately the situation is going to have 
to come to licensing. 

Mr. Warren. Do you believe that forwarders serve American 
lines as well as foreign lines? 

Mr. Crinkuey. Yes. 

Mr. WarrEN. Do you believe there is any preference granted to 
foreign lines on the basis that possibly on the other side, or somewhere, 
more brokerage might be paid? 

Mr. Crinxiey. No, sir; I don’t think so. We operate both. We 
have foreign-flag services and American-flag services. I don’t see any 
difference. 

Mr. WarrEN. You think there is equal treatment, and forwarders 
serve both American and foreign lines? 

Mr. Crinkuey. Yes. 

Mr. WarREN. Would you say “Yes” to that statement? 

Mr. Crinxuiey. Yes; I would. Just coming back to this thing, I 
had always considered that the Maritime Board had authority to 
require forwarders to register, probably already had sufficient author- 
ity to set down those requirements that they would set up to permit 
or authorize the registration. They haven’t exercised it. 

Accordingly, it is my own personal conviction that there ought to 
be legislation requiring forwarders to be licensed, and I think the 
regulation should be administered by the Board because it ties itself 
into shipping where they have the stated authority and responsibility 
under the law to handle the matter of regulation. Everything that 
the forwarders do is tied in with shipping and with carriers and the 
carriers are subject to regulation by the Board so that it seems to me 
that they go along together. 
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Mr. Davipson. Your experience, Mr. Crinkley, with forwarders 
has been from your testimony a happy one and you say that it has 
been some years since you discovered any evils such as the dummy 
forwarder, and you certainly have no knowledge of any rebates; is 
that so? 

Mr. Crinkuey. Let me see if I can clarify that. It has been some 
years since we had such an animal as a blank brokerage bill. We have, 
by and large, had happy relationships with forw arders through the 

ars. We have worked closely with them and they with us. We 
think they have done a good job for us, and a good job for the shippers 
who ship with us. 

We have had troubles with some individual forwarders over the 
years, some that were irresponsible. We have lost some money on due 
bills that were signed and freights were not paid and the forwarders 
went out of business and went backrupt. 

Of course, I have heard from time to time as to some of these 
so-called evils, but I have said in my statement that the forwarding 
business is terrifically competitive and when some forwarders lose an 
account to another forwarder in my opinion it has been customary for 
him to ascribe it to some malpractice of some kind. I don’t think that 
follows at all. 

[ have heard a forwarder say to me, “I have lost that account and 
that so and so probably did this or that,” and out of this presence | 
have shrugged my shoulders and said, ‘‘He is disgruntled because he 
lost the account.” 

[ think you have put it in a reasonable way to say that our relation- 
ship with the forwarding industry as a whole has been good over the 
years. We have tried to give them a straight deal and I think by and 
large have received one. 

I not only don’t have any kick coming, I think the forwarder is a 
necessary part of the development of foreign trade and has a very 
necessary function there; and I believe he provides a good service 
for shippers, and I know he provides a good service for a carrier 
working with him. 

Mr. Davipson. The reason I asked the question is that if you are 
not cognizant of and have no evidence of these evils, and if you feel 
that many of the reports concerning these evils emanate as the result 
of gossip and unhappy experiences of competitors in the forwarding 
field, why do you recommend that there be a licensing law? 

I have been in government for a long time, about 30 years. I have 
been in the legislature for at least 16 or 17 years, and I have always 
felt that industries resented being licensed. 

Mr. Crinxiey. I think they do as a whole. 

Mr. Davipson. Unless there was some very, very serious evil which 
it was the obligation of the representative of the public to correct. 

Mr. Crinxuey. I think I will answer your question this way: 
One of our main concerns with this situation is that out of the six- 
hundred-and-fifty-odd forwarders in New York there is a certain 
number of them there that are rather insistent on, for instance, getting 
credit privileges and we won’t give them to them. We find that other 
lines who are loose in that respect ofttimes get business because they 
will extend credit. Well, we are not out to lose any business, so we 
extend credits where we think they are due and no further. 
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I know of some cases where we have lost money and other lines have 
lost more probably by extending credit to forwarders who did not have 
resources to carry on the business. 

Mr. Davipson. There is nothing illegal in extending credit on the 
part of the carrier. 

Mr. Crinkiey. You say why license them? I say that one of the 
requirements should be that they only issue a license where there is 
some evidence of financial responsibility. ‘That is one of the things. 

On the other part, as to the reculations of the forwarders them- 
selves, I think IT tried to indicate that I wasn’t happy at ail about this 
situation that developed where a 5 percent brokerage is paid by some 
of the carriers on this basis: If a competitive house was to say to- 
morrow “We have decided to pay all of the legitimate re~istered freight 
forwarders 5 percent’? we wouldn’t kick about that. We would say 
“All right, that is a competitive measure that we have to meet. 
Either we will do the same or we won't do the same.”’ We will say 
“We will see how we come out.” 

What [ object to is when it is not a uniform thing and some particu- 
lar forwarder with some particular carrier can carry a nice lot of cargo 
and say “I want some extra brokerage.’’ Then there is no certainty 
about it and one forwarder is getting a better arrangement than the 
others. 

And when the proposition has been put up to me some people in the 
room have heard me sav that every forwarder is knowing that he is 
geiting our best rate. There are some things in the forwarding business 
which are bad and I think that is one. 

Mr. Davipson. You are mentioning these existing among the 
carriers? 

Mr. Crinkuey. I wouldn’t for a minute put the morality of the 
forwarders under that of the steamship people. 1 certainly don’t 
think there is anything that the steamship people as a whole can say 
in that respect. 

Mr. Davipson. You think licensing is necessary for forwarders? 

Mr. Crinxcey. I think it would be highly desirable. 

Mr. Davinson. Helpful? 

Mr. Crinktey. Yes, sir. I think it should be administered by the 
Board but, if there is any legislation enacted, I think it ought to carry 
a mandate to the Board because it is my observation that the Board 
for lack of facilities or other reasons do not police anything. If they 
know of a violation of law and a complaint is filed and hearing is to be 
called they will act then, but I know of practically a certainty that 
many times when shippers feel that there is some violation of the law 
experienced by a given carrier they don’t raise a complaint because 
they don’t have the time or money to get into some legal entangle- 
ment. 

Mr. Warren. One further question, Mr. Crinkley: You have 
indicated that 2% percent is reasonable. That is why you pay it 
principally? 

Mr. Crinkuey. That is right. 

Mr. Warren. Do you think that this committee should consider 
that the rate of brokerage should be uniformly raised to 2% percent by 
law? 

Mr. Crinxiey. No, I don’t personally say that that should be in 
that case any more than a good many other commercial people, even 
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those that require licensing, that it is also stipulated as to exactly what 
he might charge. I don’t believe, for instance, a lawyer could practice 
until he obtains his license to practice law. But there has never been 
any thought on anybody’s part as to what a lawyer should charge, 
and I don’t think there should be because there is such a vast differ- 
ence between the services rendered. 

One thing that comes up oftentimes when you set up uniform fees 
is that it may penalize the man that is really giving a great service or 
the purchaser of that service is required to pay too much. 

Incidentally, there is a huge difference in the service rendered by 
steamship lines and by forwarders and by lawyers and by everybody 
else. 

Mr. WARREN. You are saying that 2% percent might be reasonable 
for nonconference lines but not for conference lines? 

Mr. Crinxuey. I think it would be reasonable for the conference 
lines. 

\Mir. Warren. I have no further questions. 

Mr. Davipson. Thank you very much. 

We will take a recess for 5 minutes. 

Whereupon, there was a brief recess.) 

Mr. Davipson. The subcommittee will come to order. 

Gentlemen, we have two more witnesses, Mr. Davies, who will be on 
next, and Mr. Barr, and in fairness to these gentlemen so that their 
testimony may be uninterrupted, I think perhaps we might take a 
break for lunch at this point. 

It is now 25 minutes past 12. Suppose we come back here at 1:45? 

Mr. Cuasz. That will be all right with me. 

Mr. Davipson. We will adjourn until 1:45 for lunch. 

(Whereupon, at 12:25 p. m. the hearing was recessed to reconvene 
at 1:45 p. m. the same day.) 


AFTERNOON SESSION 


The hearing reconvened at 1:50 p. m., upon the expiration of the 
recess. 

\{ir. Davipson. Gentlemen, we will resume our hearings at this 
point, and we would like to call Mr. W. D. Davies to the witness 
chair, 

\r. Davies, will you be good enough to identify yourself and your 
counsel to the reporter? 


STATEMENTS OF W. D. DAVIES, PRESIDENT, AND GERALD H. 
ULLMAN, COUNSEL, NEW YORK FOREIGN FREIGHT FORWARD- 
ERS AND BROKERS ASSOCIATION, INC. 


Mr. Davies. My name is William D. Davies, and I am an officer 
of D. C. Andrews & Co., Inc., a registered foreign freight forwarder 
located at 27 Water Street, New York City. 

! am also the president of the New York Foreign Freight Forwarders 
and Brokers Association, Inc., and I appear here on its behalf, pursuant 
to authority granted by its board of governors. 

As the name of our association indicates, our members operate in 
a dual capacity. We are foreign freight forwarders and also freight 
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brokers. All forwarders are freight brokers, but the converse is not 
always true. 

For the sake of brevity, I shall refer to our members as forwarders. 

I have here with me, Mr. Gerald H. Ullman, the attorney for the 
association, to take up any legal matters which may arise. 

[ certainly don’t think my callow wit can compete with the erudite 
knowledge required for legal matters. 

Mr. Davinson. Please proceed. 

Mr. Daviss. We have a statement here and that statement has 
been prepared with great thought and great care and great considera- 
tion. Yet to save time and a possible covering of general points that 
have arisen, I intend to read only certain parts of its and to make 
comments on other paragraphs as may be missed, but I would ask 
that the whole be inserted in the record, if I may have that permission. 

Mr. Davipson. The statement which you have submitted in written 
form will at this point be incorporated in the record, and you may 
proceed as you see fit, Mr. Davies. 

Mr. Davises. The New York Foreign Freight Forwarders and 
Brokers Association, Inc., was organized in 1917 and it is the oldest 
association devoted to the affairs of forwarders. We have approxi- 
mately one hundred members and estimate that they handle at least 
one-half, and possibly more, of the tonnage moving through the port 
of New York. 

Our members also handle a considerable amount of freight in other 
major ports, either through their own local offices, or corresponding 
forwarders at those ports. 

[In addition, we have nonresident members engaged in forwarding 
in all of the major ports of the country. 

In this statement I shall endeavor to the best of my ability to reflect 
the current views of our membership. In order to do so, we recently 
sent out a questionnaire to our members and wherever possible | 
shall indicate what the answers of the membership were on the matters 
contained in the subcommittee agenda. 

At the outset we wish to express our appreciation for the pains- 
taking job this subcommittee is doing in taking testimony throughout 
the United States. We realize that the subcommittee members have 
devoted their time to this matter during the recess at considerable 
personal sacrifice. 

We are also mindful of the fact that forwarding groups and in- 
dividual forwarders have been given a full opportunity to be heard 
by this subcommittee and their views on the many problems besetting 
the industry will, 1am confident, receive your most earnest considera- 
tion. This is in sharp contrast to the investigation conducted by 
the General Accounting Office of our industry. Their investigators 
spent more than a year interviewing government transportation 
personnel, steamship companies, export traffic managers, and others, 
without once, to the best of our knowledge, during the course of the 
investigation, seeking information from responsible forwarders. 

We are pleased that this subcommittee in our traditional democratic 
fashion believes that there are two sides to every question, and that 
both should be heard. 

We shall endeavor in this statement to cover the subjects contained 
in the agenda provided to us by the subcommittee chairman. The 
first of these under item 2 deals with the use of and compensation 
received by forwarders on Government shipments. 
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A. THE PROPRIETY OF PAYING BROKERAGE 


We believe that the payment of brokerage on Government export 
shipments is entirely justified. Later in our statement we shall 
outline in some detail the services rendered by forwarders to steamship 
lines on ordinary, commercial shipments which justify the payment 
of brokerage regardle ‘ss Of whether the forwarder actually secures or 
books the cargo. 

Substantially these same services are performed for the carrier on 
Government exports and for the same reasons as we shall later ad- 
vance, it is entirely proper for the forwarder to receive brokerage on 
this type of shipment. 


B. THE REASONABLENESS OF COMPENSATION 


We believe sincerely that the payment of brokerage on Government 
shipments at the traditional rate of 1% of the ocean freight is entirely 
reasonable. It is true that on some of these shipments the brokerage 
received will be substantial, but it is also true, as this subcommittee 
has learned, that on many Government shipments the brokerage 
received is very small. 

For example, the record shows that the average fee received by a 
New York forwarder on shipments of the General Services Adminis- 
tration during the months of January and February 1955, was $2.73. 
At a poll taken of our membership about a year ago, it was estimated 
that the average cost of handling a shipment where no banking work 
is required is ‘approximately $22 per shipment. Even if there are 
some differences in the handling of a private as compared to a Govern- 
ment shipment, it may re adily be seen that a forwarder receiving 
$2.73 on a GSA shipment is losing money. If he handles 10 such 
GSA shipments a year and loses a minimum of $100 on the handling 
of such shipments, then assuredly he is not being overpaid if he is 
fortunate enough to obtain a shipment, which is not always the case, 
where he receives brokerage of $150. 

In the overall picture, which the GAO simply ignored, the broker- 
age received on a larger parcel compensates the forwarder for the 
inadequate brokerage received on small parcels. 

In connection with this subject, we recommend that this subcom- 
mittee give consideration to the propriety of receiving forwarding 
services free of charge by Government agencies engaged in exporting. 
In so doing, these agencies are taking adv antage of the strong and 
almost virulent competition amongst forwarders for their business, 
and we suggest that it is somewhat unseemly for our great Gov- 
ernment to obtain something for nothing from a marginal and 
depressed industry. 

We believe that the Government, like any other shipper, should 
pay a fair forwarding fee for services rendered which together with 
brokerage will compensate the forwarder for the work he does, and 
we ask that this subcommittee give favorable consideration to this 
proposal. 

C. THE TYPE OF SERVICES RENDERED 
=e 

In view of the fact that each of the Government agencies using 
forwarders has already indicated to the subcommittee in detail the 
nature of the services rendered by forwarders, it will not be necessary 
to outline such services at length. 
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Briefly, the forwarder coordinates the movement of the cargo into 
the port area, arranges for its transportation to shipside, prepares the 
necessary shipping papers, such as the bill of lading, export declara- 
tion and dock receipts, makes the necessary clearance with the 
Collector of Customs, distributes the documents, furnishes sailing 
information, and handles claim reports. 

We are pleased to note that the Director of Transportation and 
Storage Services Division of the Department of Agriculture, has 
testified before this subcommittee that forwarders— 
serve a definite purpose in connection with our export operations and that it is 


economical and desirable that they continue to be utilized where their services 
are needed— 


and that comparable testimony was given by the GSA and Bureau of 
Public Roads witnesses. 

We are also gratified that the Agriculture witness took exception 
to that portion of the GAO report which quoted representatives of 
his branch as stating that the services of private forwarders were 
“generally unsatisfactory.” 

We agree wholeheartedly with this witness in his testimony to the 
effect: that— 


It is unfortunate that the report was not cleared with the officials in the 
department who are in a position to establish the position for the department. 

We are amazed that the GAO could spend considerable time and 
a great deal of our taxpayers’ money on an investigation of the use 
of forwarders on Government shipments only to issue a report con- 


taining the opinions of subordinates rather than the top official who 
speaks for the agency. 


D. THE RIGHT TO PARTICIPATE IN COMMERCIAL TYPE, MILITARY SHIP- 
MENTS 


We regret that the Department of the Army, unlike all other 
Government agencies engaged in exports, does not see the value of 
employing forwarders on nonmilitary, relief shipments. 

As we have stated many times, the private forwarding industry 
does not seek to take unto themselves the entire forwarding operation 
of the military forces. All that we maintain is that the Department 
of Defense has been and should not be engaging in direct competition 
with private forwarders on the movement of nonmilitary, commercial 
type cargo loaded on private carriers under relief programs. 

In the movement of such cargo from an inland point through the 
New York port area on to a private berth line vessel, we claim that 
the forwarder can accomplish the forwarding work more efficiently 
and economically as a routine shipment in his office than the Gov- 
ernment can by maintaining personnel at Army port installations to 
do such work. 

It is our understanding that one of the purposes of this subcom- 
mittee is to reappraise the Bland Forwarding Act. While we believe 
that this act was intended to have postwar applicability, we acknowl- 
edge that this Congress and a subcommittee thereof has the right 
to determine anew whether the statute should be retained, revoked, 
or amended. 

Our members are of the strong view that this subcommittee should 
recommend the retention of the principle established in the Bland 
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Act; namely, that the Government should not engage in competition 
with private industry in the forwarding of nonmilitary, commercial 
type cargo under foreign aid programs. If this Congress should 

eviate from this principle, there is no reason why the Government 
hea not also engage in all other transportation activities connected 
with the movement of such cargo, such as the operation of railroads, 
motor carriers, and steamship lines. 

It is true that the forwarding industry, when compared to these 
others, is small and weak, but unless this subcommittee is prepared 
to say that the Government should completely take over all phases 
of the transportation of foreign aid cargo, in effect a form of socialism, 
there is no cogent reason why the Government must engage in the 
business of forw arding such cargo. 

The testimony of various Government witnesses and our record of 
accomplishment commencing with the lend-lease program up to and 
including present-day relief programs has established that private 
forwarders can do the job expeditiously and at a minimum cost. 

We see no reason, therefore, for the intrusion of the Government 
into this particular segment of the transportation process. 

Despite the general prosperity of the export business, the forwarding 
industry has been operating at depressed rate levels since World War 
II, and has not enjoyed its share of the general business boom. 

In answer to our questionnaire, the overwhelming majority of our 
members stated that during the years 1950 through 1955, the return 
to their firms was inadequate when compared to the general level of 
domestic business. An appropriation of approximately five billion 
dollars will be forthcoming for the new foreign-aid program, and we 
urge that the participation of the forwarders in export movements 
under that program is essential to the welfare of our industry. 

The conclusion of every Government agency or court which has 
ever scrutinized our industry is that private forwarders are an essential 
link in our foreign commerce. Everything possible should be done 
by this subcommittee to assist the industry to become economic ally 
strong. Its participation in the forthcoming foreign aid programs 
can be of material aid. 

The Bland Forwarding Act was passed at a time when the country 
had just entered into a great war. Because of the exigencies of the 
situation, the language used in the statute was necessarily broad and 
has given rise to questions as to its meaning. 

The time is now appropriate for the Bland Act to be amended, so 
that it will contain a clear and unambiguous expression of congres- 
sional policy to the effect that private forwarders shall be used on all 
nonmilitary, commercial type shipments under foreign-aid programs. 

We are willing to recognize one exception of this policy. That 
exception would grant to a Government agency engaged in exporting, 
like any other shipper, the right to do its own forwarding in the inter- 
ests of economy and efficiency. However, this right should be exer- 
cised only after a specific finding, based upon substantial evidence, by 
the head of the department or agency involved, and after public hear- 
ing in which interested parties ‘shall be given an opportunity to be 
heard, that the use of Government personnel to do the forwarding of 
foreign aid shipments will result in a more efficient movement of the 
freight at less cost to the Government. 
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We cannot agree with the approach of the Maritime Administra- 
tion, as indic ated in its letters to various Government agencies in 
August 1955, that private forwarders should not be used by the 
agencies if they are not needed. 

Forwarding services on exports are always needed. The real ques- 
tion is whether the for warding should be done by the Government or 
by private enterprise. 

Obviously, if all governmental exporting agencies establish their 
own forwarding organizations at every port area, no matter what the 
expense to the taxpayers, private forwarders would not be needed 
any more than our railroads or steamship lines would be needed if the 
Government decided to go into those operations. 

The crucial issue, as we have suggested above, is whether the work 
can be done more efficiently and economically by private industry or 
by Government personnel. 


3. Services FORWARDERS AND BROKERS RENDER TO CARRIERS AND 
TO SHIPPERS ON COMMERCIAL Export SHIPMENTS 


Since this topic has been treated at length by other forwarder 
witnesses, we think it only necessary to mention briefly the important 
services rendered by forwarders. 

With respect to the shipper, the forwarder assists in many ways in 
making it possible for the shipper to engage in the business of selling 
in foreign markets. He advises a manufacturer or supplier of poten- 
tial customers overseas, freight rates, packaging of cargo, and a host 
of other details on which they have no specific knowledge. 

Some of our large forwarders have trade development departments 
for this purpose. 

When it comes to the actual handling of a shipment, it is the for- 
warder who coordinates the movement of goods from its inland point 
of origin through the port area to shipside, prepares, clears, and dis- 
tributes the nec essary shipping documents, makes the space arrange- 
ments with the carrier, handles the required banking work, and 
arranges for the performance Of accessorial services, such as ware- 
housing, trucking, and marine insurance. 

Unless a shipper i is prepared to maintain his own office in the port 
area, or unless the carriers are willing to undertake the forwarding 
work, the simple fact is that without “the forwarder the freight just 
would not move through the port area to its overseas destination. 
He has been described by the Maritime Commission as ‘an indis- 
pensable link” between the shipper and carrier, and the Supreme 
Court of the United States has stated that— 
the foreign freight forwarding industry is a medium used by almost all export 
shippers. 

The services that a forwarder renders to a carrier in addition to 
securing and booking the cargo have like wise been testified to at 
great ler igth and need no extensive analysis. 

But we wish to emphasize that these services are of direct financial 
benefit to the carrier, saving it time and money. Thus, when a 
forwarder prepares and distributes a bill of lading, he is relieving the 
carrier of doing a job required of it by law. When the forwarder 
prepares an export declaration and sees that it is properly cleared with 
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the customhouse, he is relieving the carrier of the duty of seeing that 
the clearance is obtained. Without such clearance the carrier could 
not lawfully load the cargo aboard the vessel and obtain the revenue 
therefrom. 

Similarly, when the forwarder advances the freight charge for 
dozens of shippers and in one check reimburses the carrier for all 
these shipments, there is no question that the steamship line has been 
saved the burden of collecting the freight in advance from each shipper, 
a time-consuming detail requiring the expenditure of money and 
personnel. 

Other functions performed by the forwarder, such as coordinating 
the rail or freight movement from an inland point to shipside and 
arranging to get damaged cargo in good condition for loading, neces- 
sarily save the line the necessity of doing this work in order to receive 
the cargo. 

As one steamship witness recently testified when asked whether the 
paperwork performed by the forwarder was of benefit to his line: 

If they didn’t prepare them we would have to and would have to take on 
additional people to do that. 

The forwarder is constantly acting as the coordinator between the 
shipper and carrier between shipments. A rather interesting illustra- 
tion of this important liaison work of specific benefit to the carrier 
occurred recently. While one of our members was in London, he 
went to one of the docks where goods were being unloaded belonging 
to one of his shippers who had been suffering more than the average 
amount of losses. ‘The forwarder proceeded to take motion pictures of 
the entire unloading operation which showed the defects in the process. 

On his return to this country he showed these pictures to the ship- 
per, who, in turn, sent a representative to London to confer with the 
steamship line to correct the improper procedures leading to the 
losses. The forwarder was here rendering a valuable service not 
only to his shipper but also to the steamship line, because a reduction 
in the claims for losses would eventually be reflected in a lower 
premium that the line would be required to pay on its insurance. 

4. The position of our association regarding— 


A. THE LEGAL STATUS OF THE FORWARDER AND BROKER 


Since this is a legal question, I have consulted with our counsel as 
to the forwarder’s status. Some of our members call themselves 
forwarding agents, and in the broad sense they are agents in that they 
are acting on behalf of a shipper. 

But I am advised that in the legal sense the forwarder controls 
the manner by which he performs his work and the details thereof, 
and he is, therefore, an independent contractor when he is engaged in 
forwarding activities. 

As freight brokers our members act as middlemen. In this middle- 
man function they are akin to an insurance broker or a real-estate 
broker and are paid, as are these others, a percentage of the revenue 
which they bring to the lines. On the same shipment, the same 
person acts as both a forwarder on behalf of the shipper and a freight 
broker for the vessel. 
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B. THE IMPORTANCE OF FORWARDERS TO SMALL AND LARGE SHIPPERS, 


CARRIERS, AND IN DEVELOPING FOREIGN COMMERCE OF THE UNITED 
STATES 


In Docket No. 657 the Maritime Commission stated that— 


Forwarders make a valuable contribution to our foreign trade. 


This particularly applies with respect to the smaller shipper doing 
business through the port of New York. The great bulk of the for- 
warder’s customers in this area are located outside of the State of 
New York, and only a small fraction of these shippers could, if required, 
afford to maintain their own traffic departments at this port. 

Thus the forwarder acts as a traffic department for such shippers, 
and without his presence at the port it would not be economically 
feasible for such shippers to engage in exporting. 

Perhaps the carriers could do this work, but their forwarding de- 
partments would not be separate business entities striving to operate 
at a profit. These departments would not, therefore, operate with 
the same degree of efficiency or expertness as the private forwarder, 
and the result would nee essarily be an increase in forwarding costs 
and freight rates. 

The large shipper likewise makes very extensive use of private 
forwarders in the New York port. While some of them maintain 
their own port traffic departments, many large shippers have found 
that it is a wiser business policy to use the services of an independent 
forwarder, and our members handle the accounts of a great many 
large exporters. 

Rec ently one of the largest manufacturers of agricultural machinery 
disbanded its traffic department in this area and retained private 
forwarders. Obviously, the use of such forwarders by large iar: 
would make no sense economically unless these shippers believed 
that they were getting satisfactory forwarding services at a lower 
cost. In this day of heightened competition for the foreign markets, 
the lowering of forwarding costs is of material assistance in enabling 
our exporters to meet overseas competition. 

The value of the forwarders in developing the foreign commerce 
of the United States has already been established by every agency 
and court which has investigated the forwarding industry since 1940. 
We refer this subcommittee to the decisions of the Maritime Commis- 
sion in docket No. 657 and the report of the House subcommittee on 
the Bland Act as ample evidence of the fact that forwarding activities 
have developed American commerce. 


THE SOURCE OF FORWARDER INCOME AND THE SIGNIFICANCE OF 
EACH SOURCE 


One source of income to the forwarder is the forwarding fee received 
from the shipper. For the most part this fee is not adequate and 
generally does not equal the average cost of handling a shipment. 

Our industry is, therefore, and has been for some time, depressed; 
and because of unhealthy competitive practices our rate structure is 
at a marginal level. Rail, motor, and steamship carriers have been 
able through the years to obtain increases in their freight rates to 
compensate for added costs of operation. 
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The same applies to domestic forwarders since the enactment of 
part IV of the Interstate Commerce Act. Yet, upon being asked 
whether since the end of World War II our members have been able 
to receive from their shippers increases in their forwarding fees equal 
to their increased costs, the overwhelming majority of the answers 
was in the negative. 

When asked whether they were receiving from their shippers on 
the average a forwarding fee which covers their costs on the shipment 
and provides au reasonable profit thereon, the answers again by a 
decided majority were ia the negative. 

The other source of revenue is brokerage, and this constitutes 
approximately 27 percent of the overall revenue received by our 
members. While this percentage is not as large perhaps as that for 
forwarders in other port areas, it is nevertheless an indispensable part 
of the forwarder’s overall gross revenue. 

We state to this subcommittee solemnly that if this essential source 
of income is eliminated or curtailed to any significant degree, the 
result would be most damaging to our industry. 

We should like to emphasize that contrary to the testimony of a 

‘AO witness in Washington, the payment of brokerage has no signifi- 
cant effect upon freight rates. This is the considered conclusion of 
many of our members who have been in the business for 30 years or 
more. It is fortified by the fact that we do not know of any instance 
since the decision in docket No. 657 outlawing conference bans on 
brokerage where a conference increased its freight rate by reason of 
the fact that it commenced paying brokerage. 

In addition, this subcommittee has already heard the expert testi- 
mony of conference chairmen, shippers, and Government witnesses 
to the effect that brokerage is so insignificant a part of a carrier’s 
cost that it is not considered a factor in the determination of a fre ight 
rate. 

Thus, the ehmination of brokerage, or its drastic reduction, does 
not lower the shipper’s freight rate, nor does the payment of brokerage 
increase it. 

We might also add that any saving to a steamship line by the 
elimination of brokerage would be more than lost by a necessary in- 
crease in the solicitation and clerical staffs of the lines. Instead of 
paying the forwarder 1% percent on the freight he furnishes, the lines 
might find themselves paying their solicitors who work on a commis- 
sion basis a 5 percent commission for bringing in the same freight. 

The net result of eliminating brokerage would be a substantial 
increase in solicitation and clerical costs which would undoubtedly be 
reflected in an increased freight rate. These added costs would 
necessarily affect the Government’s recapture position with the 
subsidized lines. 

I wish to comment briefly upon a suggestion contained in the record 
of this subcommittee to the effect that perhaps brokerage should be 
frozen at 1% percent of the freight revenue. Such a suggestion would 
operate to the detriment of the forwarding industry and our foreign 
COMMER: The difference between 1% percent and the brokerage 

‘ceived from nonconference lines in many instances constitutes a 
signifie ant source of revenue to many forwarders who are struggling 
to make ends meet and the elimination of this additional revenue 
must necessarily have a deleterious effect on such forwarders. 
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We can see no strong reason why Congress should single out our 
industry, amongst all those who perform a middleman function, to 
freeze its compensation by statute. If the purpose is to save the sub- 
sidized lines money, then it would seem that Congress should properly 
freeze all other items of cost, including payments made to overseas 
forwarders and brokers which, we understand, range as high as 5 and 
7 percent. Enforcement of such a statute would be virtually impos- 
sible, would breed disrespect of our laws, and would do more damage 
than good. 


D. AND G. DEFINITION OF BROKERAGE AND BASIS FOR PAYING SAME 


For almost a decade our industry has been engaged in intermittent 
litigation on the question of brokerage and we feel that a good deal of 
the difficulty has arisen from the fact that the term brokerage’ ’ today 
is probably a misnomer. Historically “brokerage” referred to the 
fee paid to a broker whose only function was to secure cargo for a 
sailing ship and later a tramp vessel before berthliner service developed. 
Brokerage was considered as compensation for the middleman func- 
tion of bringing together the shipper and the vessel. 

But with the advent of berthliner service, complex governmental 
requirements in foreign trade and complicated documentation and 
coordination of the movement of freight, the broker began rendering 
services in addition to the securing of cargo which have now become 
increasingly more important to the carriers. These services have been 
prev iously ‘discussed above. 

The compensation paid by the carrier to the forwarder for these 

varied services continues to be called brokerage even though it goes 
far beyond the historical idea of paying for the securing “of cargo. 
Thus, today we might properly define“ broker rage”’ as the compensation 
paid by a common carrier by water in foreign commerce to a forwarder 
for performing any service or services to such carrier in connection 
with an export shipment. 

It is immaterial as to whose legal responsibility it is to see to it 
that the services are performed by the forwarder. The important 
consideration is that the carrier is paying for the performance of 
services which undeniably it would be required to perform itself 
if the forwarder were not handling the shipment. 

Both the Maritime Commission in docket No. 657 and the Federal 
court sustaining its decision, recognized that the forwarder’s role 
extends beyond the securing or booking of cargo when they noted 
that forwarders— 
when earning and collecting brokerage are doing so in return for services to the 
carrier. 

If a steamship line on its own individual managerial discretion 
desires to compensate a forwarder for such services, a legislative or 
administrative mandate to the contrary can hardly operate to the 
benefit of our foreign commerce. 

Likewise, it is wholly immaterial that some or all of these services 
of value to the line are performed by the forwarder at the request 
of the shipper. 

In our economy it is by no means unusual for one party to pay 
middleman for services rendered at the request of a second party 
to the transaction if these services are of value to the first party. 
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For example, a manufacturer may instruct an advertising agency 
to prepare copy, layouts, and do all other work necessary to prepare 
an advertisement of the manufacturer’s product. The agency per- 
forming this work pursuant to the instructions of the manufacturer, 
eventually takes the finished product and arranges for the procure- 
ment space in a newspaper. When the advertisement is placed with 
the newspaper the agency is paid a commission, usually 15 percent, 
by the newspaper. It cannot be said that in all instances this com- 
mission to the advertising agency is only for the placing of the adver- 
tisement, since, in many instances, the manufacturer has contracted 
to buy space on a wholesale basis. 

The newspaper is willing to pay the advertising agency the com- 
mission because the work which the agency has done in getting up 
the advertisement is a work which the newspaper would otherwise 
have to do itself in order for the advertisement to be run. 

Similarly, a prospective purchaser may instruct a real estate broker 
to find him a home meeting certain standards, such as price, location, 
and so forth. The real estate broker eventually locating such a home 
is definitely performing a service for the purchaser, but the seller of the 
real estate also benefits from the broker’s efforts and it is he who 
pays a commission of 5 percent to the broker. 

Thus, it is neither strange nor contrary to our general business 
practices for a steamship line to compensate a forwarder for services 
of value to the line, even though it is the shipper who has requested 
that these services be performed. 

Before leaving this subject, we urge the subcommittee not to be 
taken in by the wornout arguments advanced by the chairman of the 
Pacific Coast European Conference in San Francisco, to the effect 
that the confusion which he claims exists as to the basis for paying 
brokerage results from the failure of the Federal Maritime Board 
and its predecessors to distinguish between a forwarder and a broker. 
The Supreme Court of the United States has said in the American 
‘nion Transport case that a forwarder and a broker may be one and 
he same person. If the forwarder, in his other capacity as a broker 
is rendering a service or services to the carrier, then it is proper that 
he be compensated for such services. 

The member tines of the European conference, berthline operators, 
have repeatedly admitted under oath that services of the forwarder 
other than the booking or securing of cargo are of benefit to them. It 
sin no way material that the broker, acting in another capacity, may 
also be performing forwarding services for the shipper. Nor is it at 
all necessary to draw a fine line of distinction as to when a person is 
acting as a forwarder and when he is acting as a broker in order to 
justify compensation for services to the carrier. 


T 
\ 
t 





E. RESPONSIBILITY OF THE CARRIER TO INSURE THAT BROKERAGE IS 
PAYABLE WHERE PROPERLY EARNED AND ONLY TO THOSE LEGALLY 
ENTITLED TO RECEIVE IT 


_ We have already discussed the basis upon which brokerage should 
be paid. As previously indicated, we believe that brokerage is 
“earned” where the forwarder performs services of value to the 
steamship line even though these services may not include the securing 
or the booking of cargo. 
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The Maritime Administrator has already testified that in response 
to his inquiry, the subsidized lines have generally indicated in writing 
that they do not pay unearned brokerage. On this question, and as 
to who is legally entitled to receive brokerage, we shall defer further 
discussion until item 5 (c) is reached. 


F. PERFORMANCE OF FORWARDING FUNCTIONS BY CARRIERS AND 
PRACTICES IN REGARD THERETO 


This subcommittee has already heard testimony to the effect that 
certain steamship lines are performing free services in South Atlantic 
ports. The New Orleans forwarders believe that this has been re- 
sponsible for a diversion of cargo from their port. We are not in a 
position to know whether there is in fact a diversion of cargo from New 
Orleans to those ports and, if so, the reasons therefor, but we are seri- 
ously concerned with the overall problem of forwarding services by 
carriers and their charges. 

In the Great Lakes area the conference members, all of whom are 
foreign-owned, are performing forwarding services, although they deny 
they are doing so, and are not registered with the FMB. An investi- 
gation by the board has established that they are rendering services 
generally performed by forwarders either free of charge or at the 
nominal compensation of $4 under the guise of a bill-of-lading charge. 

The performance of forwarding services at less than compensatory 
rates by carriers without regulation is a matter of great concern to 
our association and it merits the serious consideration of this sub- 
committee. 

First of all, this practice results in the diversion of cargo from the 
Port of New York, and this will become an increasingly important 
matter with the opening of the St. Lawrence Seaway. 

Secondly, the performance of forwarding work at rates below cost 
further depresses the forwarding industry and sets a harmful precedent 
for other lines and conferences to follow. 

So far, our efforts to bring a halt to this practice have been unavail- 
ing. Our representative took this matter up directly with the Great 
Lakes conference chairman with no success. We asked the regulation 
office of the FMB to require the registration of these carriers under 
General Order 72, in view of the definition contained therein, which 
specifically includes common carriers as forwarders where they are 
performing forwarding services in return for a consideration, money 
or otherwise. 

The chief of that office took the position that registration was not 
required under General Order 72, because the lines ostensibly received 
no fee for the forwarding work, even though we believe there was 
ample constideration other than money. 

Thereafter, we conferred with the chairman of the FMB concerning 
this problem, and he suggested that we write a letter to him so that 
the matter could be referred to his general counsel for an opinion as to 
the applicability of General Order 72. Such a letter was written on 
October 21, 1955, but we have not, as yet, received a reply. 

We understand, however, that this matter is receiving the consid- 
eration of personnel in the board. Meanwhile, the member lines of 
the Great Lakes conferences are doing forwarding work in violation 
of the registration requirements of General Order No. 72. In so doing, 
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shippers who retain independent forwarders and pay them a com- 
pensatory rate, are being discriminated against. 

It is our considered view that ocean carriers should not be engaging 
in forwarding activities. We believe that this work can best be done 
by private forwarders who have a lifetime of expert knowledge on such 
technicalities as inland freight rates, banking procedures, accessorial 
services, and customs and consular requirements and who do not have 
a special interest in using one line exclusively. 

We feel that forwarders who must operate efficiently to stay in busi- 
ness can do a better job in these fields than can the clerical staff of 
carriers and we do not relish the competition of carriers in this respect 
any more than they would be pleased to see the forwarders going into 
the steamship business. 

Furthermore, the interests of a carrier may at times conflict with 
the interests of the shipper for whom the carrier is acting as forwarding 
agent. 

Under our economy, however, it would not be proper to advocate 
an outright ban on forwarder activities by carriers. They have as 
much of a right to engage in the forwarding business as anyone else, 
and it is possible that there are some port areas where the carriers 
may be required to perform forwarding work if there are no forwarders 
available. 

But when they do such work, they should be under the same regu- 
lations and supervision as independent forwarders and they should be 
required to charge a compensatory fee for the forwarding service per- 
formed. Otherwise, they are, in effect, giving some shippers a lower 
freight rate than others, an unreasonable and unjustly discriminatory 
practice. 


H. EXTENT OF SOLICITATION ACTIVITIES BETWEEN FORWARDERS, 
CARRIERS, AND SHIPPERS 


Our members are constantly engaged in the soliciting of freight. 
To those shippers who are already their customers they remain in 
contact and supply them with up-to-date information as to the avail- 
ability of space, sailing dates, new services, potential markets, and 
other information which may help to create more traffic. 

They also engage in extensive solicitation of prospective customers. 
As a result of the constant efforts of the forwarding industry, it is our 
belief that 75 to 90 percent of the freight moved on berthline vessels 
in the port of New York is handled through forwarders. 

The senbee percentage of freight handled by forwarders makes it evi- 
dent that the forwarder is an essential cog in the transportation proc- 
ess. If the industry is seriously crippled by any curtailment in its 
revenue, the ability of forwarders to engage in extensive solicitation 
activities will necessarily be impaired. The inevitable result will be 
that the carriers will be required to increase their solicitation efforts 
and in the case of the subsidized lines, this will mean either an added 
cost which our taxpayers will eventually absorb or a diminution of 
the Government’s recapture position. 

In addition to soliciting shippers directly, carriers solicit cargo from 
forwarders extensively. The solicitation of a forwarder is particu- 
larly advantageous to carrier because a solicitor who calls upon a 
forwarder has available the accounts of a great many shippers. Even 
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when a shipper has booked the cargo directly with a carrier, it may 
well have been the forwarder’s original groundwork which gave rise 
to the advent of that particular shipper into exporting activities and 
in the payment of brokerage for the general solicitation work done by 
the forwarders the lines are properly recognizing that forwarders are 
constantly endeavoring to generate traffic which will eventually benefit 
them. 


I. FACTORS AFFECTING FORWARDER’S SELECTION OF A PARTICULAR 
CARRIER TO HANDLE A PARTICULAR SHIPMENT 





The bona fide forwarder is guided by only one standard in the selec- 
tion of a carrier, and that is the best interests of his shipper. He 
takes into consideration such matters as the position of the vessel, the 
rates, the ship’s gear, if this a factor, and the duration of the voyage. 
Like any other fiduciary entrusted with the property of another, the 
forwarder is obligated to perform his duty of selecting a carrier in a 
reasonable and prudent manner. 





Tur ALLEGED ABUSES INVOLVING THE USE or FORWARDERS AND 
SUGGESTIONS FOR CORRECTION 




















A. REBATING BROKERAGE, SPLITTING BROKERAGE WITH SHIPPER, OR 
REDUCING OR WAIVING FORWARDING FEE 





Unanimously the members of our association have stated in the 
answers to our recent questionnaire that they do not rebate or split 
brokerage with the shipper. 

In response to a question as to whether they waive forwarding fees, 
again the answer was in the negative with the exception of Government 
shipments. 

On the question of reducing forwarding fees, undoubtedly in our 
highly competitive industry it becomes necessary for a forwarder, no 
matter how strong his desire to obtain a fair fee for the work he does, 
to reduce his charge for various reasons. He may have to do so to mee t 
the strong and often cutthroat competition of other forwarders, or it 
may be necessary because his shipper exerts pressure upon him to do 
B80. 

The forwarder may also be required to reduce his fees in order to 
mect the competition of forwarding services being rendered by some 
steamship lines free or at nominal rates 

Finally, in some situations, the forwarder may have to reduce his 
fee by reason of the precedent which our Government has established 
of obtaining forwarding services gratis. 

The problem of trying to obtain a fair forwarding fee for services 
rendered is most difficult and has received the serious attention of our 
association for some time. We have considered exhaustively the idea 
of a forwarder conference which would fix at least minimum forward- 
ing charges and we believe that the principle has considerable merit 
because it provides a system of self-regulation rather than Govern- 
ment control. 

Our poll shows that the great majority of our members favor the 
adoption in New York of a forwarders conference, but it also shows 
that a majority of those who favor the idea do not believe that a 
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forwarders conference could receive sufficient support amongst the 
New York forwarders so as to make it workbale. 

It is conceivable that all of the forwarders is a smaller port can be 
persuaded to join a conference and the rate structure established 
would then prevail in that area 

But in a large port such as New York, where there are more than 
800 rezistered forwarders, there is no group that has the resources to 
expend in the tremendous effort that would be required to sell the 
conference idea. 

Even if such a group existed, after great effort it is most improbable 
that the forwarders conference could gather within it more than 100 
or 200 of our New York forwarders. 

The result would be that a forwarder operating outside the con- 
ference could, and undoubtedly would, consistently undercut the 
conference forwarder and engage in improper practices without con- 
ference supervision. The conference forwarders would then be in 
the untenable position of trying to maintain fair rates and ethical 
practices in the face of destructive competition, and they would be- 
come “sitting ducks” for any outsider who went after their business. 

Another proposal to meet the problem of depressed rates is legis- 
lation requiring the FMB to fix a minimum forwarding charge which 
would afford a fair and compensatory return for the standard for- 
warding services performed on each shipment, such as the preparation 
and processing of the bill of lading, export declaration, and dock 
rece ipt. 

The proponents of this measure believe that the fixing of a com- 
pulsory minimum charge would have the result of not only giving to 


the forwarder a fair fee, but would also eliminate unbridled competi- 
tion by financially irresponsible persons, and would protect shippers 
wainst unjustly discriminatory rates and practices. 

Those who are opposed to the idea feel that it is not in the best 
interests of the forwarding industry to have a minimum rate fixed 
by a Federal agency. Our recent poll indicates that our membership 
is about evenly divided on the merits of this proposal. 


B. THE PAYMENT OF BROKERAGE TO DUMMY FORWARDERS 


This is a most serious problem, both to our own industry and the 
steamship lines. The registration system provided by the FMB has 
resulted in the registration of more than 800 persons in the New York 
area as forwarders. Our members are virtually unanimous in the 
view that the registration requirement of General Order 72 has proved 
to be inadequate to eliminate the dummy forwarder situation which 
we believe to exist to a considerable extent in this port. 

In the absence of subpena powers, our association is not in a position 
to state definitively the number of dummy forwarders operating in 
New York, but we feel that the percentage is very high. 

[In reaching this conclusion, we have considered such factors as the 
forwarder’s sharing the same office and phone as the exporter, legal or 
actual control of the forwarder by an exporter, the handling of pri- 
marily one account by the forwarder, and other evidence which 
reasonably leads to the conclusion that the registrant is not a bona fide, 
independent forwarder. 

Other than to cooperate with the FMB, it is impossible for our 
association to take action to eradicate the dummy forwarders in this 
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area. It is a time consuming and most expensive job for us to seek 
to have the registration number of a registrant revoked by the process 
of a formal complaint and answer case before the FMB. We would 
be litigating ad infinitum if we sought one by one to bring complaints 
against forwarders we had reason to believe were not bona fide. 

The FMB is aware of this problem, but up until the present time, 
primarily because of the lack of appropriations and staff, it has been 
unable to make any noticeable progress in solving it. The result has 
been that there are many people collecting brokerage in this port who 
ia one form or another are actually subsidiaries of the shipper. 

The indirect receipt of brokerage funds by these shippers results in 
discrimination against other shippers who use independent forwarders. 
This condition is intolerable and decisive action should be taken to 
eliminate it. 

An effective licensing system may well be the answer. Our mem- 
bers have indicated overwhelmingly that they favor legislation 
authorizing the FMB to establish a system of licensing so that only 
experienced persons with financial responsibility are permitted to 
engage in the business of foreign freight forwarding. 

The issuance of a license to a forwarder should be sufficient to permit 
him to handle exports through any port in the United States, thus 
differing from the licensing system of custom brokers which require 
that the custom broker be licensed in each port in which he does 
business. We do not favor this system because it places an unneces- 
sary burden upon the forwarder of qualifying in each port, restricts 
his right to operate freely, and tends to create local monopolies. 

On the question as to whether an applicant for a forwarder license 
not previously engaged in the business should be required to show a 
need for his services in the port, similar to the certificate of public 
convenience and necessity required in the case of carriers such as 
railroads, motor carriers, and domestic forwarders, the opinion of our 
members is closely divided, but a majority favor the adoption of such 
a requirement. 













C. PAYMENT OF BROKERAGE WHEN NOT PROPERLY EARNED 
This is a most important subject and the decisive issue is what is 
meant by brokerage being “‘properly earned’. We wish to emphasize 
that an ove rsimplification of the definition of the term “properly 
earned”’, either by the subcommittee or the Federal Martime Board, 
can disrupt seriously the longstanding relationship between forwarders 
and carriers to the detriment of both industries, and our export trade 
as well. 

An attempt by statute or regulation to define brokerage would, we 
sincerely believe, cause tremendous difficulties in practical application. 

Let us suppose, for example, that the subcommittee is of the view 
that brokerage should be confined to the situation where the forwarder 
secures the cargo, although, as we have previously indicated, he 
performs other services of benefit to the carrier. The problem would 
then present itself as to what is meant by “securing the cargo.” 
It is virtually impossible to set forth in a statute a definition which 
would include very situation where cargo is secured and the failure 
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to so provide would amount to a wrongful prohibition of brokerage 
in those situations. 

The situation would be no different if this subcommittee were to 
lay down a broad legislative policy as to when brokerage should be 
p a and then direct the FMB to implement the statutory definition 

vith interpretative rules 

(cain, it would be impossible to cover every situation where 
brokerage was “‘earned”’. 

Nor would the situation be aided if this subcommittee mandated a 
specific test for the securing of cargo. Let us suppose that the statute 
provided that the test of “securing” is whether the forwarder booked 
the cargo with the line. We can readily perceive situations where a 
forwarder may “secure”’ the cargo without booking it. 

For example, a line may call a forwarder to provide 200 tons for a 
particular sailing, a not infrequent practice. The forwarder will 
contact a shipper and may ascertain that he has the tonnage available 
for this sailing and advise the shipper to use this particular vessel. 
The shipper thereupon pic ks up the phone and makes the booking 
directly with the line. There is no doubt that the forwarder has 
“secured” the cargo, although under the statutory definition he would 
not receive brokerage. 

We have used the above illustration of securing and booking cargo 
as an example of the difficulty attached to any legislative attempt 
to define what is meant by “‘earned”’ brokerage. 

The same difficulty would apply to any other test adopted and the 
same confusion would result if this subcommittee sought by statute 
to place in a straitjacket the many complex factors that go into a 
determination as to when brokerage is earned. 

Nor would the problem be solved if conferences were by statute 
authorized to determine when brokerage is earned and therefore paid. 

In the hands of a conference chairman hostile to the payment of 
brokerage, and there are some so inclined, the result would be a 
conference definition amounting to a virtual prohibition against the 
payment of brokerage. A precedent would be set which in time under 
the pressure of certain lines would cause similar prohibitions in all 
conferences. The resulting detriment to the forwarders and our 
foreign commerce would be identical to that condemned by the 
\aritime Commission in docket 657. 

The Chairman of the Federal Maritime Board has, as previously 
noted, received written assurances from the subsidized lines to the 
ellect that, generally, unearned brokerage is not paid. 

Accordingly, there would appear to be no necessity of legislative 
action to eliminate the relatively few instances of improper payment 
which should be left with the Board for appropriate administrative 
action. In so doing, the undesirable consequences to the forwarders, 
carriers, and to our foreign commerce which would result from an 
attempt to fix statutory or conference tests as to when brokerage was 
‘unearned”’ would be avoided. 

At the present time each individual carrier makes its own deter- 
mination as to when brokerage is earned and when it is unearned. 


No cogent reason suggests itself why this traditional practice should 
be changed. 
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6. SuFFICIENCY OF ExistinG Laws, er CETERA, AND THE NEED FOR 
ADDITIONAL LEGISLATION OR MEASURES 


In this statement we have indicated the need for amendment of 
the Bland Forwarding Act and we have also furnished our views on 
such proposals as the forwarder conference and legislation fixing 
minimum rates for forwarding services. 

In addition we have advocated the licensing of forwarders. 

In connection with this proposal, we wish to emphasize that legisla- 
tion authorizing a licensing system would be meaningless unless the 
FMB were given a sufficient appropriation to assure an effective 
operation, both in the original issuance of licenses and enforcement 
thereafter. 

In conclusion, we wish to assure the subcommittee once again of 
our wholehearted cooperation to help solve our problems. We know 
of your desire to aid in the fostering and strengthening of our merchant 
marine. Your efforts in this respect can be appreciably assisted if 
the private forwarders are accorded their rightful place as an integral 
part of our merchant marine, and everything possible is done to make 
their industry strong and prosperous. 

Mr. Utitman. Before commenting on my statement and reading 
certain parts of it, there are 1 or 2 points I wish to take up. 

While my statement is for the association and I am appearing 
here on behalf of the association only, points have arisen during the 
course of the hearings when it has obviously not been possible for 
me to obtain the wishes and votes of all the members of our association. 

Therefore, in those matters not covered in my statement, I would 
like it to appear, if I may, that I am only giving my own personal 
views and, while I believe them to represent the views of many 
forwarders, I cannot say that the association has voted or expressed 
their opinion on such matters. 

I want to say at the outset that we do not consider our industry 
100 percent lily white, virgin pure. There are things in our industry 
as in all industries or professions which can be corrected. 

I expect to touch on a few of them in my preliminary remarks. | 
know that this committee carrying on my parallel does not intend 
as regards the industry to enforce our virginity at the expense of 
our fertility. 

| have nothing to say in defense of dummy forwarders or wrongly 
paid brokerage if it should occur that brokerage has been paid 
wrongfully. 

In listening to the testimony, it has seemed to me that a definition 
of the term ‘‘dummy forwarder’”’ might be desirable. 

A dummy forwarder, as I see it, is one who received brokerage when 
they are a shipper or have generally a beneficial or financial interest 
in merchandise shipped and it is with that definition that I refer 
to dummy forwarders. 

I, too, at this time, mention that I feel a good deal of care has been 
taken in bringing out certain matters before the committee. 

Also I would like to mention that I think counsel has portrayed 
an amazing knowledge of our business for one who has not specialized 
in admiralty law. 

Mr. Warren. Thank you, sir. 
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Mr. Davies. In connection with brokerage accounts, I wish to 
define generally what I understand by what is called a brokerage 
account. A brokerage account, as I understand it, and as I use the 
word, is an account where the shipper does his own forwarding and 
the broker performs services for the steamship carrier. Those serv- 
ices may be large, or they may be none. 

In many instances here it has certainly been shown that on so-called 
brokerage accounts brokerage is properly earned. 

In some others, perhaps, brokerage has not been earned according 
to what I have heard and as I understand the testimony. 

However, when we are considering brokerage accounts, I think it 
helpful to give an idea of how big this is in respect to the industry as 
a whole. I believe that the brokerage accounts, as I have here defined 
them, amount to less than 1 percent of the industry as a whole. 
| make that statement well realizing that some forwarders have 
testified that brokerage from such accounts have amounted to a 
creat deal more, but in the industry as a whole, I am talking from 
35 years of practical experience, I consider a so-called brokerage 
account as being a minor part of the work of the industry as a whole. 

Again I wish to emphasize that my comments on this matter were 
in regard to brokerage accounts. 

Mr. Warren. Mr. Davies, what do you mean by brokerage 
accounts? 

Mr. Davies. A brokerage account, as I here defined and used the 
word, is a forwarder who is appointed by a shipper, who does most all 
of his own forwarding, to do certain work for the carrier on his 
shipments. 

Mr. Davipson. Are you referring to type of operation wherein 
the forwarder gets no agency fee from the shipper, but merely collects 
from the carrier? 

Mr. Davis. Yes, sir. 

Mr. Davipson. That sort of operation? 

Mr. Daviss. That is right. 

Mr. Davipson. You characterize that as a brokerage account? 

Mr. Daviss. It is not a very good name, but it is the best that I 
can devise. 

Mr. Davipson. We wanted to make sure we know what you are 
referring to. 

Mr. Utitman. We are trying to distinguish that, Congressman, 
from the dummy forwarder situation. 

The forwarder who has a brokerage account in most cases is a 
perfectly legitimate and well-established forwarder. 

The dummy forwarder, on the other hand, is a fellow set up by the 
shipper in order to receive brokerage. 

Mr. Davipson. For want of a better name, I call him the brother- 
in-law of it. 

- Davies. Or the father. 

\ dummy forwarder is one to whom this industry is much opposed 
and which it would like to have removed and that is one of the main 
abuses to which I referred in my primary remarks. 

Mr. Davipson. You mean the brokerage account, as you use the 
term, is earned? There is no question about that in your mind, i 
there? 

Mr. Davirs. Pardon me, sir. 
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Mr. Davipson. You say that the brokerage fee paid to the indi- 
vidual or concern designated by you under this description as a broker- 
age account is earned? You are not talking about the dummy now? 

Mr. Davies. No, I am not, sir. It might happen in certain cases 
that the forwarder-broker does nothing at all. I will not defend 
the forwarder-broker who does nothing at all in return for brokerage, 
but that, I think, would be very unusual and most exceptional. 

However, I will not deny that in very rare cases that might exist, 
but for the most part, it does not exist. 

Mr. Davipson. Even that is taken up with what we characterize 
as bitter and sweet and sometimes we have noticed accounts, and 
sometimes one with which we have a great deal of trouble, so that 
we are not concerned too much with that. 

Mr. Davies. Exactly, sir. 

The dummy accounts are, I believe, a considerable number of the 
total registrants with the Federal Maritime Board, the dummy 
accounts in the sense that I have heretofore defined them, and the 
forwarders would much like to see them out of the picture. 

Mr. Warren. You think that there are a number of such registra- 
tions? 

Mr. Davies. I do; yes, sir. 

Mr. Davipson. Pardon the interruption. Do you also feel that 
with due diligence the Federal Maritime Board ought to be able to 
find out who these people are? After all, a dummy account would 
generally have been maybe one account for whom he is operating, and 
do you not feel that with due diligence the Federal Maritime Board 
ought to be able to do a job there? 

Mr. Daviss. Yes, sir; I do. 

Mr. Davipson. If they had the facilities and the manpower. 

Mr. Davies. I am very glad that you raised that point, and | 
would like to comment upon it, briefly. 

I have talked with the present Chairman of the Federal Maritime 
Board, Mr. Morse, and with his predecessors in that, or the similar 
office, as Chairman of the Maritime Commission, and have expressed 
personally the hope that the regulation regarding forwarders would be 
enforced. 

I am convinced in my mind that it is not the lack of diligence on 
the part of the Federal Maritime Board. It is not lack of a desire 
or lack of ability, but complete lack of funds that prevents it from 
enforcement. 

If the Federal Maritime Board, sir, had sufficient funds, many of 
the things that you are now investigating, I am convinced, would 
never have occurred. 

We have reached this situation because the Federal Maritime Board 
has a very fair and equitable system of trial hearings. They go into 
cases with great detail. They express their opinions and decisions 
fairly. 

Sometimes I think they take too long. That may be due to too 
much work, but they do express their opinions eventually. 

Then a regulation or ultimatum grows up and they are without the 
sheriffs to enforce their views. 

I have complained bitterly and they have said to me, “What can 
we do, Mr. Davies, if we have no money to enforce our decisions?” 

I would like to emphasize here as sincerely as I can, that you here 
are wasting your time and all of us are wasting our time unless the 
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kederal Maritime Board has sufficient funds to enforce their decisions. 
| think it is wrong to criticize them for some of these conditions 
that have come up. They have not had the funds to do it. 

it is like a court without a sheriff, without a court officer to enforce it. 

Mr. Cuase. Do you think they have sufficient regulation right now 
on their books to enforce if they had the funds with which to enforce 
{ em? 

Mr. Davies. I do not think, sir, that they have had a fair oppor- 

tunity of showing whether the regulations are adequate or not. It is 

quite reasonable | in my opinion to believe that if these regulations 
that are now on the books—and I express this as a personal opinion, 
because there is a variation of opinion—were enforced properly and 
fairly as I know they would be, there would be no need for additional 
legislation and in the same way, of course, any additional legislation 
that might be passed is just as useless as the present regulations 
unless they have powers to enforce them. 

Mr. Davipson. By that very token, and I hope I have not inter- 
rupted anything you want to say, it occurs to me that there are those 
who suggest that there be a licensing statute; licensing is slially this: 
\Vhen vou license any industry or any group of individuals engaging 
in an industry, you set up standards. Why do you set up st: andards? 
You set up standards so that those standards shouk 1 be adhered to 
and certain courses of conduct and a certain code of ethics should be 
adhered to. 

It pays not at all, and it does no service whatsoever in my humble 
judgment, to set up any code of ethics or any set of qualifications 
under any licensing legislation if you do not have the policing ma- 
chinery to see that those ethics are adhered to, and that those stand- 
ards and requirements are met by the individuals whom you are 
trving to license. 

Whether you call it a license, or you call it a registration, or what- 
ever you might call it, you still come back to the proposition that the 
law must be adhered to, the regulations must be adhered to, and in 
order to do that you have to have investigators. You have to have 
people to go out and find out what is going on in an industry; is that 
not the whole story? 

Mr. Davies. That is the sum of that, exactly, sir, as I feel, Our 
association took a written vote of its members as will appear later 
in my statement, excoriated lack of enforcement, and voted for a 
licensing system which I will express in my statement. 

| do think that a number of people felt that nothing could be worse 
than what it is at the present time. 

We know the danger of having regulations which are not enforced. 
lt means that the unscrupulous can take advantage to freely disobey 
the regulations while the more careful, perhaps because they have 
more to lose, cannot take that advantage. 

Your summary is correct, sir. 

[ am now going to turn to our statement. I hope there may be 
many questions that will come up in its course. 

On page 1, I read a couple of paragraphs. 

As the name of our association indicates, our members operate in a 
dual capacity. We are foreign freight forwarders and also freight 
brokers. All forwarders are freight ‘brokers, but the converse is not 
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always true. 
forwarders. 

The New York Foreign Freight Forwarders and Brokers Associa- 
tion, Inc., was organized in 1917 and it is the oldest association de- 
voted to the affairs of forwarders. We have approximately one 
hundred members and estimate that they handle at least one-half, 
and possibly more, of the tonnage moving through the port of New 
York. 

Mr. Warren. Mr. Davies, have you made an actual estimate of 
this? 

Mr. Daviss. Sir, that again is based upon experience and knowl- 
edge. 

During the course of 35 years in the business, you get to know your 
members in the association well. You get to know what the different 
lines of exports are from the country and you can form your best 
judgment. 

There is no exact way of knowing that without making an analysis 
of the various records, and I am not quite sure how good that would be. 

L also, of course, know the accounts that we handle and some of the 
accounts that our competitors handle, too. 

Our members also handle a considerable amount of freight in other 
major ports, either through their own local offices or corresponding 
forwarders at those ports. In addition, we have nonresident members 
engaged in forwarding in all of the major ports of the country. 

In this statement I shall endeavor to the best of my ability to reflect 
the current views of our membership. In order to do so, we recently 
sent out a questionnaire to our members and wherever possible I shall 
indicate what the answers of the membership were on the matters 
contained in the subcommittee agenda. 

In other words, we have been at great trouble and effort to find out 
if what I am saying here as a representative of our association is the 
real wishes of our membership or if it is only my own personal views. 

They are not my personal views. They are the views of the member- 
ship of this association. 

While I think that all of our statements are important, there are 
some points I wish to give greater emphasis to. Therefore, I am going 
to suggest that I skip certain points. I will read the headings and 
make any comments or read any paragraphs that I think necessary. 

If there is any question, I will be glad to try to answer it. 

We turn to page 3, the Propriety of Paying Brokerage. 

There is no particular comment here that I wish to emphasize on 
that. It speaks for itself. 

Again, the Reasonableness of Compensation. I have no special 
comment on that, or on page 4, the Type of Services Rendered. 

I do not desire to comment on that. 

When I say I do not desire to comment, I do not mean that it is in 
any way unimportant, but I feel that it is all written there carefully 
and there is no point of me rehashing what is said in the statement. 

Again on page 5, the Right To Participate in Commercial Type, 
Military Shipments. I am merely going to read one paragraph of 
that, which is on page 8 at the bottom of the age. 

I mention that I read these items instead of summarizing them 
because I wish to put as far as possible what the association thinks for 
whom I am testifying, and not my interpretation of their views. 


For the sake of brevity, I shall refer to our members as 
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We cannot agree with the approach of the Maritime Administra- 
tion, as indicated in its letter to various Government agencies in 
August 1955, that private forwarders should not be used by the 
agencies if they are not “needed.” 

Forwarding services on exports are always needed. 

The real question is whether the forwarding should be done by the 
Government or by private enterprise. 

Obviously, if all governmental exporting agencies establish their 
own forwarding organizations at every port area, no matter what the 
expense to the { taxpayers, private forwarders would not be “ne eded’’, 
any more than our railroads or steamship lines would be needed if the 
Government decided to go into these operations. The crucial issue, 
as we have suggested above, is whether the work can be done more 
efficiently and economically by private industry or by government 
personnel. 

| have no desire to labor that point. 

Mr. Davipson. On that point, what would be your reaction or the 
reaction of your association, do you think, not if forwarders could do 
the work more efficiently and economically but if they could do it 
just as efficiently and just as economically; not necessarily more so. 
but just as well. 

What would you say about the propriety of the Federal Govern- 
ment going into a field of endeavor or into a business and competing 
with the taxpayers? 

What would you say about that? 

Mr. Davies. I would say, sir, that this is socialism leading to com- 
munism in the broad meaning of communism. 

Mr. Davipson. Is it your feeling that if this is a service that the 
citizens in ordinary business enterprise can perform, they should be 
permitted to perform it.? 

Mr. Davies. Yes, sir. 

Mr. Davipson. They should not be deprived of the opportunity of 
performing that legitimate field of activity because the Government 
can perform it. 

Mr. Davigs. Yes, sir. 

Mr. Davipson. You feel that way about the coffee-roasting plant 
in Brooklyn which the Navy had. © You feel that private industry 
can do that well and legitimately and pay taxes on it, and the Govern- 
ment should not go into that? 

Mr. Davies. I do not, sir. If they can go into the coffee business 
and the forwarding business, they can go into the steamship business, 
they can own the factories and the very farms on which our food 
produced, , 

Mr. Davipson. That is your argument against the Defense De- 
partment’s statement that they can do it just as well. 

Mr. Davies. Exactly, sir. 

Mr. Warren. Assuming economy an seyenisen to the Govern- 
ment, then, nevertheless, your position is that the Government should 
require the use of forw arders on all commercial type shipments. 

Mr. Davies. Yes, sir. We have made one exception in case there 
should be circumstances beyond our knowledge at the present time 
where we provide— 

Mr. UtimMan. We provide Mr. Warren, that if there is a specific 
finding by a Government Agency, after we have had an opportunity 
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to be heard, that they can in fact do the job more efficiently and more 
economic ally than private industry can in particular situations, they 
should be permitted to do the forwarding work, but in the absence of 
the specific finding to that effect, it seems to us that the private for- 
warders should be allowed to do the job. 

Mr. WarREN. Do you think, Mr. Takes that the injecting of a 
line of forwarders into the sy stem of transportation under the Depart- 
ment of Defense would constitute unnecessary duplication? 

Mr. Davies. It would not, sir, if the Department of Defense is 
willing to cooperate. If the Dep artment of Defense is going to say, 
‘“‘We must have this, we must a that”, of course, they can make 
our position appear untenable, that we are ‘doing no work. 

If you are dealing with a recalcitrant shipper who does not want to 
use you, the amount of omer tions and difficulties that they can throw 
in your way are innumerable. 

If we are permitted to do the work that has to be done, then we can 
do it as well and as quickly as the Department of Defense. 

Forwarding, if I may put it here, is something that has to be done on 
every shipment that leaves this country. It cannot be done away with. 
It may be done by the commercial forwarder such as the members of 
our association and other associations; it may be done by the forwarding 
department of the individual shipper who, in their own managerial 
discretion, decide it is best to use that. 

It can be done by the Army if it wishes to, but somebody has to do 
that forwarding work and there is no way at all of avoiding it. 

Mr. Davipson. Somebody has to draw up the bill of lading; some- 
body has to draw up the various export documents and so forth, and 
you say that that is a legitimate business that you should be permitted 
to do. 

A private shipper may decide that he wants to do that himself and 
you do not question that, but the Government you think is invading a 
field of business and it should stay out of private business if they want 
the public to pay taxes; is that right? 

Mr. Davies. Exactly, sir. I entirely agree. You have put it in a 
nutshell. 

On page 9, ‘‘services forwarders and brokers render to carriers and to 
shippers on commercial exports”, all of this is important, but I do not 
plan to read it and I intend to go on to page 11, point 4, ‘“The legal 
status of the forwarder and broker’ 

I intend to read a couple of paragraphs here with one addition, which 
has been added since this statement has been prepared. This definition 
is one of the best that I have ever read—the legal status of the for- 
warder and broker 

Since this is a legal question, I have consulted with our counsel as to the for- 
warder’s status. Some of our members ecall themselves ‘‘forwarding agents” and 
in the broad sense they are agents in that they are acting on behalf of a shipper. 

4ut IT am advised that in the legal sense the forwarder controls the manner by 
which he performs his work and the details thereof and he is, therefore, an inde- 
pendent contractor when he is engaged in forwarding activities. 

As freight brokers our members act as middlemen. In this middleman function 
they are akin to an insurance broker or a real estate broker and are paid, as are 
these others, a percentage of the revenue which they bring to the lines. On the 
same shipment, the same person acts as both a forwarder on behalf of the shipper 
and a freight broker for the vessel. 

I add here, in this connection if I may interpolate briefly, I believe 
it would be helpful that some comments were offered concerning the 
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weaning of the word “broker,” and perhaps an attempt should be 

nade to clear up some confusion which resulted from the testimony 
“i ‘© on Wednesday by Mr. Pasch, chairman of the Associated Latin- 
\merican Freight Conferences. 

The term “broker” in the shipping or any other business, means 
nothing unless we concern outselves with the kind or type of broker 
we have in mind. 

Mr. Pasch speaks of the broker who is and I quote, “directly em- 
ployed by the vessel,” and states that he would not normally act the 
part of a forwarder. What he has in mind here, although not at all 
made clear to this sube ommittee, is the ship broker who is hired by 
the owner of the vessel to obtain cargo at the maximum rate possible. 

When he mentions the broker controlling large lots and specializing 
in certain types of cargo whom the lines may seek out, particularly 
on inbound cargo, he has in mind the cargo broker, This type of 
broker is the agent of the owner of the cargo and he seeks to obtain 
the lowest rate possible on behalf of such owner. 

Both the ship broker and the cargo broker are paid a percentage of 
the carrier’s revenue as compensation for their efforts and gene rally 
neither type of broker performs functions in his connection ‘with the 
shipper other than bringing the owner of the cargo and the vessel 
together on the terms and conditions of the affre i¢htment. 

The freight broker on the other hand, usually. deals with smaller 
lots moving on berthline vessels and is not specifically either the 
agent of the carrier or the cargo owner, but rather, as mentioned 
above, a middleman. Because he hauls smaller lots in berthline 
operations he is generally forwarder as well, but need not be. 


If we are talking about a freight broker, it is incorrect to say as did 
Mr. Pasch that, and I quote: 


Brokers do not usually undertake to function as a forwarder. 


To the contrary, the freight broker who is usually also a freight 
forwarder performs in a dual capacity and in so doing he rightly 
receives compensation from both parties for whom he renders services. 

Mr. Warren. Mr. Davies, are there any brokers who act as strictly 
freight brokers in the liner trades? 

Mr. Davies. There are cargo brokers in the sense that I have here 
described them. They are technically and literally described as 
brokers. That is their proper description. That is, they seek out a 
ship or a portion of a ship for their cargo. 

Mr. Utitman. Was your question, Mr. Warren, were there any 
persons known as a freight broker acting just as freight broker? 

Mr. Warren. Yes, without acting in the dual role of forwarding, 
also. 

Mr. Davies. In other words, you want to inquire if there are people 
called freight brokers who do not act as forwarders? 

Mr. WarrEN. Yes, and who do not deal with bulk movements. 

Mr. Davies. I think cargo brokers act in that description. I don’t 
think the term can be lieterally applied to freight brokers although it 
might be colloquial. 

Mr. WarrEN. More specifically, are there such persons operating 
as freight brokers who are engaged in procuring general cargo for 
berthliners? 

Mr. Davies. Not generally. There may be in very rare cases, but 
that is not a general or significant function. 
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Mr. Davipson. I think your counsel has helped you greatly in 
legal connotations of the relative position of the forwarder when acting 
as agent and the forwarder when acting as broker, but I wonder 
whether you would agree with this definition, or whether you would 
say that we are oversimplifying the problem: 

It seems to me that in its very essence—and we are talking now 
legally, and I want you to just for a minute step away from a consider- 
ation of your industry and your problems, but just as a purely legal 
proposition—that any agent is one who works for and is paid by a 
person or firm as a representative which person or firm is seeking to 
obtain a product or a service; whereas a broker works for and is paid 
by a person or firm seeking to supply that product or that service. | 
make that very, very simple analogy because the broker is the fellow 
that is representing the carrier in the case and the agent is represent- 
ing the shipper in the case. 

The shipper is seeking to secure the services of the carrier and his 
representative is the agent and the carrier’s representative is the 
broker. They are both middlemen and both are acting in a represent- 
ative capacity and one of the great problems that brought about so 
much misunderstanding here probably arises from the fact that in your 
particular industry, I suspect, the carrier is concerned with the fact 
that he is not actually appointing the broker as his representative, 
which is the case in so many other industries of true brokerage in its 
legal connotation. 

When you have a real broker, and an insurance broker such as you 
mentioned, he is appointed by the insurance company. 

Mr. Utiman. May I clear up that point, Judge Davidson? 

An insurance broker in the strict sense of the word is not really 
appointed by the insurance company. It is the insurance agent 
who is appointed by the company and he can act and in fact sign 
documents on behalf of the insurance company. The insurance 
broker on the other hand— 

Mr. Davipson. He is appointed by the company all right, because 
they have to give him the franchise. If they don’t give him the 
franchise, he is not the agent or broker for that insurance company. 

Mr. Davies. I think vou are talking about the insurance agent 
rather than insurance broker. The insurance broker can_ place 
insurance contracts with any insurance company, whereas the in- 
surance agent works solely for one particular company, like the 
steamship agent, for example. 

Mr. Davipson. But in strict law we call the broker the fellow that 
represents the one who has the product or the service to sell, do we not? 

Mr. Davies. The broker very frequently is the middleman like 
the real estate broker. He does not necessarily represent the seller 
or buyer. He brings them together and brings about a meeting of 
the minds. 

We say the freight broker does the same with respect to freight 
even though not specifically designated by the carrier to do it, but 
when he performs the function he looks to the carrier for compensa- 
tion as the insurance broker or real estate broker does. 

Mr. Davipson. Does not the real estate broker have to have the 
commitment from the person who owns the property? He might go 
and say, “I have a buyer for you’’, but in essence he has to have a 
commitment to sell. 
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Mr. Utuman. That is not necessary. He could just hear about it. 

Mr. Davipson. Where he is an insurance broker or real estate 
agent, he has to have the O. K. of the fellow who owns the real estate. 
He has to have the O. K. of the fellow who owns the insurance company, 

Do you not have to have it in the case of the carrier? The carrier 
says, “I don’t know you. You come around here by designation of 
the shipper. I don’t know you and I have nothing to do with you and 
| have to pay you. I didn’t ask for service.”’ 

That is the problem. 

Mr. UtumMan. He usually knows the fellow. 

Mr. Davipson. He knows him, but he said, “‘I didn’t send for you.”’ 

You turn around and say, “I render a lot of service to you.” 

He says, “I didn’t ask for it.” 

That is one of the problems, is it not? 

Mr. Ututman. I don’t know whether it comes in that way, Congress- 
man. What happens is that the freight forwarder-broker is present- 
ing this possible cargo to the carrier and says “I am offering you this 
cargo.” 

The carrier may say, “I didn’t send for it,’ but he is usually 
willing to take it and when he takes it and the forwarder-broker has 
performed the functions connected with it, we say the forwarder has 
acted in the middleman capacity. 

Mr. WarREN. How do we know that the forwarder-broker is offer- 
ing the carrier the cargo? Haven’t we had testimony where carriers 
have no idea? 

Mr. Utuman. I think we have made the point and others have, 
that we don’t consider that a broker’s sole function is offering cargo. 
We say he performs a variety of services for the carrier, one of which 
may be the offering of cargo. 

Mr. Warren. Your position is whether or not he offers the cargo 
to the carrier, is necessarily immaterial as to whether the carrier should 
pay brokerage since he performs these other services which are of 
benefit? 

Mr. UntmMan. Correct. He is the middleman bringing about the 
eventual dispatch of that cargo and that is enough. 

Mr. Warren. You mentioned a real estate broker. From whom 
does a real estate broker receive compensation? 

Mr. UtutMan. From the seller. 

Mr. Warren. Does he receive it from any other source? 

Mr. Utiman. Generally, no. Yet he may be actuaily retained by 
the purchaser to find the property. He may render a lot of service 
to the purchaser, but because he brings revenue to the seller it is the 
seller who pays him. 

Mr. Warren. While, to pay a commission such as we are confronted 
with in the export business might be recognized in other fields, is it 
vour feeling that this committee, nevertheless, should be guided by 
the particular rules concerned with that business? 

Mr. Uttman. What rules are we talking about, Mr. Warren? J] 
would say you should be guided by rules if you know what rules you 
have in mind. 

Mir. Warren. I had specific reference, Mr. Ullman, to the Shipping 
Act of 1916, wherein the rebating situation is present and to be con- 
sidered. In the case of a real estate broker, to my knowledge, I don’t 
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think you have rebating or the question of equality of transportation 
rates. That is what I had reference to. 

Mr. Uuiman. I think I would like to observe that there is nothing 
in the Shipping Act about rebating. The word rebate doesn’t actually 
appear in the Shipping Act. The term “deferred rebate’ appears, 
but that deals with special situations. 

Mr. Warren. Well, an unfair advantage, let us use that term. 

Mr. Utiman. If you are talking about discrimination between 
shippers, section 16 covers that question, but we have some loose 
use of the word “rebate” throughout the country and I think we 
ought to be perfectly clear as to what we mean under the Shipping 
Act when we use that term. 

Mr. Warren. Proceed, please. 

Mr. Davies. We are talking about what is beyond my knowledge. 

Mr. Davipson. You have a pretty good lawyer here in Mr. Ullman. 

Mr. Utitman. Thank you, sir. 

Mr. Davies. Turning to page 12, the importance of forwarders 
to small and large shippers, carriers, and in developing the foreign 
commerce of the United States, I do not intend to read any part of that 
except te express this one thought: 

Whatever regulations are enforced, or whatever legislation comes 
up, actually there is a power much greater than that, the buyer 
abroad is the supreme arbitrator as to whether he will buy goods 
from this country or from Japan or from Germany, so that the regu- 
lations and laws passed here are of great importance in his decision 
as to the country from which he will buy his merchandise. 

On page 13, “The source of forwarder income and the significance 
of each source’’, as this contains some of the meat of the forwarder’s 
position, I am going to read a couple of paragraphs here. 

One source of income to the forwarder is the forwarding fee re- 
ceived from the shipper. For the most part this fee is not adequate 
and generally does not equal the average cost of handling a shipment. 

Our industry is, therefore, and has been for some time, depressed 
and because of unhealthy competitive practices our rate structure 
is at a marginal level. Rail, motor, and steamship carriers have been 
able through the years to obtain increases in their freight rates 
to compensate for added costs of operation. The same applies to 
domestic forwarders since the enactment of part IV of the Interstate 
Commerce Act. Yet, upon being asked whether since the end of 
World War II our members have been able to receive from their 
shippers increases in their forwarding fees equal to their increased 
costs, the overwhelming majority of the answers was in the negative. 

When asked whether they were receiving from their shippers 
on the average a forwarding fee which covers their costs on the ship- 
ment and provides a reasonable profit thereon, the answers again 
by a decided majority were in the negative. 

The other source of revenue is brokerage and this constitutes 
approximately 27 percent of the overall revnue received by our 
members. While this percentage is not as large perhaps as that of 
forwarders in other port areas, it is, nevertheless, an indispensable 
part of the forwarder’s overall gross revenue. We state to this sub- 
committee solemnly that if this essential source of income is eliminated 
or curtailed to any significant degree the result would be most damag- 
ing to our industry. 
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I skip over page 14, and come to the last paragraph on page 15, 
which again is a vital part of our position, and is of the great import- 
ance to the industry. 

I wish to comment briefly upon a suggestion contained in the record 
of this subcommittee to the effect that perhaps brokerage should be 
frozen at 1% percent of the freight revenue. Such a suggestion would 
operate to the detriment of the forwarding industry and our foreign 
commerce. The difference between 1% percent and the brokerage 
received from nonconference lines in many instances constitutes a 
significant source of revenue to many forwarders who are struggling 
to make ends meet and the elimination of this additional revenue 
must necessarily have a deleterious effect on such forwarders. 

We can see no strong reason why Congress should single out our 
industry, amongst all those who perform a middleman function, to 
freeze its compensation by statute. If the purpose is to save the sub- 
sidized lines money, then it would seem that Congress should properly 
freeze all other items of cost, including payments made to overseas 
forwarders and brokers which we understand range as high as 5 and 
7 percent. Enforcement of such a statute would be virtually im- 
possible, would breed disrespect of our laws, and would do more 
damage than good. 

Le mphasize that point because it is a very vital point in our industry. 

It may seem small and perhaps even petty for me to even spend 
your time on that, but the suggestion has been raised in hearings and 
| want to meet it fully and answer as openly as I can. 

Going on with points D and G, “Definition of Brokerage and the 
Basis for Paying Same,” while [ had intended to read this paragraph 
| think that that has been covered in some of the questions that have 
just been asked in regard to brokerage and the middleman. 

Therefor, I am turning over past pages 17 and 18 and up to page 19, 

“Responsibility of the carrier to insure that brokerage is payable where 
properly earned and only to those legally entitled to receive it.” 

That has been covered in brief testimony from different sources, 
and I do not propose to comment on that at this time. 

‘Performance of Forwarding Functions by Carriers and Practices 
in Regard Thereto,” I turn over to page 21, and I read one paragraph 
there which puts the meat of what we have to say so clearly and so 
succinetly that I want to read it. 

It is our considered view that ocean carriers should not be engaging 
in forwarding activities. We believe that this work can best be done 
by private forwarders who have a lifetime of expert knowledge on 
such technicalities as inland freight rates, banking procedures, acces- 
sorial services and customs and consular requirements, and who do 
not have a special interest in using one line exclusively. 

We feel that forwarders who must operate efficiently to stay in 
business can do a better job in these fields than can the clerical staff of 
carriers and we do not relish the competition of carriers in this respect 
any more than they would be pleased to see the forwarders going into 
the steamship business. 

Furthermore, the interests of a carrier may at times conflict with the 
interests of the shipper for whom the carrier is acting as forwarding 

vent, 

Before reading the final paragraph there, | want to add a further 
thought. 
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The position of the carrier and the forwarder in their solicitation 
efforts are quite different. A carriers solicitor tries only to sell the 
services of that line. It is right and proper that he should. 

A forwarder on the other hand, has a different function. He is 
anxious to move the cargo as quickly and as efficiently as it can, 
irrespective of the line. 

In other words, if a carrier has a forwarding department they want 
to get that shipment on that line even though there would be faster 
boats, or a boat from some other line available on the week before. 

Under our economy, however, it would not be proper to advocate an 
outright ban on forwarder activities by carriers. They have as much 
of a right to engage in the forwarding business as anyone else and it is 
possible that there are some port areas where the carriers may be 
to perform forwarding work if there are no forwarders available. 

But when they do such work, they should be under the same regula- 
tions and supervision as independent forwarders and they should be 
required to charge a compensatory fee for the forwarding services 
performed. Otherwise, they are, in effect, giving some shippers a 
lower freight rate than others—an unreasonable and unjustly dis- 
criminatory practice. 

On point H, extent of solicitation activities between forwarders, 
carriers, and shippers, I intend to make no comment. 

Similarly on page 23, point I, factors affecting forwarders’ selection 
of a particular carrier to handle a particular shipment, I do not feel it 
is necessary to go into matters contained there. 

While I am skipping these points I do not wish to imply that they 
are not important. As I said before, they are important but I just 
do not wish to harp on them in view of perhaps other testimony that 
has arisen. 

On page 24, under general point 5, ‘““The Alleged Abuses Involving 
the Use of Forwarders and Suggestions for Correction,” I am going 
to read perhaps a page and a half there. 















A. REBATING BROKERAGE; SPLITTING BROKERAGE WITH SHIPPER; OR 
REDUCING OR WAIVING FORWARDING FEE 








Unanimously the members of our association have stated in the 
answers to our recent questionnaire that they do not rebate or split 
brokerage with the shipper. In response to a question as to whether 
they waive forwarding fees, again the answer was in the negative 
with the exception of Government shipments. On the question of 
reducing forwarding fees, undoubtedly in our highly competitive 
industry it becomes necessary for a forwarder, no matter how strong 
his desire to obtain a fair fee for the work he does, to reduce his 
charge for various reasons. He may have to do so to meet the strong 
and often cutthroat competition of other forwarders or it may be 
necessary because his shipper exerts pressure upon him to do so. 
The forwarder may also be required to reduce his fees in order to 
meet the competition of forwarding services being rendered by some 
steamship lines free or at nominal rates. 

Mr. Warren. Mr. Davies, does the forwarder, in your opinion, 
ever reduce his fee because of the brokerage that he will receive? 

Mr. Davies. I think I must answer your question in this way: 
I certainly am not going to evade or answer evasively any question 
that you ask. If you think I am doing so I hope you will tell me. 
















ee 


ahs. 


Sagi 








FOREIGN FREIGHT FORWARDERS AND BROKERS 783 


A forwarder, when he is quoting on any business—and we must 
remember that most business of a forwarder is of a regular nature and 
not just one shipment at a time. It is a continuous flow of business 
from a shipper—takes into consideration if he knows his job the work 
that he has to do for that shipper. Some shippers require a lot more 
work than other shippers for a variety of good reasons, and sometimes 
bad reasons, but they do require it. 

He then considers the total amount of revenue that he would get 
from all sources. One of those sources would be brokerage. In that 
sense, when he is, as he should as a businessman, making a considera- 
tion of what his fee will be he will consider all the work he has to do, 
all his means of revenue which, as I say, includes brokerage. Does 
that answer vour question, sir? 

Mr. WarrEN. Do you see any difference in principle in waiving a 
fee and reducing a fee if it is evidently waived or reduced because of 
brokerage? 

Mr. Davies. You are dealing with a theoretical question and I 
would like to go into that for a moment. 

Mr. Warren. In other words, you have indicated that forwarders 
reduce their fees because of many reasons: (1) competition between 
forwarders, (2) value of the service varies, (3) the overall considera- 
tion of brokerage. 

Mr. Daviss. One of the chief difficulties that the forwarding 
industry has to meet at the present time regarding a waiving of the 
forwarding fee—and I am going to come to your question at the end— 
is the fact that our own Government, if the forwarder is going to do 
work for it, insists in some cases that no charge be made. It is very 
hard for a forwarder to argue that it is wrong, ethically or legally, 
when our own Government insists upon doing something. 

Mr. Warren. Which, sir, do you believe sets the precedent? 

Mr. Davins. I think the Government set the precedent. Prior to 
the movements during and subsequent to World War II, there were 
comparatively few Government shipments. Now, of course, we have 
this huge economic aid going abroad. I know of my own knowledge 
that before the war on the few shipments going abroad, such as what 
was then called the Procurement Division of the Treasury Depart- 
ment, a fee was paid to the forwarders for the services they rendered. 
That has now become the GSA, of course, and they have such a huge 
volume of business and for other reasons they think the forwarder can 
be forced to do it without charge. I don’t justify that position. I 
disapprove of it, but the point is we have to consider what is the con- 
crete case here and not what we would like to do. 

Mr. Warren. Mr. Davies, did you ever offer to perform forwarding 
for the Department of Defense free of charge? 

Mr. Daviss. If I may, in this matter, Mr. Chairman, I would like 
to raise this point. This, I understand, is a question addressed to 
more or less my position as to D. C. Andrews, is it not? 

Mr. Warren. I think so. 

Mr. Davigs. I have no objection, of course, to Andrews being 
asked to be a witness here and upon proper notice they certainly 
would, but on the other hand we have just got to consider the position. 
The association has asked me to appear as a witness for them. It is 
both an honor and a considerable trial for anybody to appear before a 
committee. In this particular case there have been a number of 
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shippers and forwarders asked to appear individually for one reason 
or another. I don’t feel, and I am going to have great difficulty in 
our association if, when we are asked to appoint a witness to represent 
the association as I am appearing here for it, that that automatically 
means that that witness can also have affairs of his own company 
investigated. In other words, there will be a great running away of 
sacrificial lambs if the lamb designated can also be questioned as to 
his own affairs. Especially is that case in view of these other for- 
warder and shipper witnesses that have appeared. So if it be proper 
I would like to ask, Mr. Chairman, that so far as Andrews itself is 
concerned, and realizing, of course, that upon proper notice they 

would be glad to have a witness here, I do not be asked questions in 
this hearing of what Andrews personally do. 

Mr. Davipson. With regard to your question, the position that 
you have taken, Mr. Davies, I am perfectly willing to respect it. 
I sincerely hope that you do not regard your presence here, and | 
sincerely hope that no one would regard his presence before this 
particular congressional committee, as a trial, because we want every- 
body, and we feel as though everybody should be perfectly comfortable 
and at ease before us. 

It has been said so many times by our chairman, Mr. Thompson, 
that this is merely a Committee to seek out the facts. That is all. In 
lieu of an answer to Mr. Warren’s question, if you will permit me | 
will take notice of the fact that any forwarder in a legitimate manner 
whether seeking the business of the Department of Defense or any 
other Governmental department, would try to meet legitimate 
competition. 

Mr. Davies. Yes; he would, sir. That, I am happy to answer. It 
is a generality and from my own knowledge. 

I would wish to explain that I think it is an honor to appear here. 
We wish to help in every way we can in clearing up whatever the com- 
mittee may find to be wrong. We are doing everything we can in our 
statements and elsewhere to suggest possible abuses such as dummy 
forwarders and their correction, as will appear later in the statement. 

Mr. Davipson. I want to go a little further. I hope that you and 
everybody feels perfectly comfortable to express your views here 
quite openly and quite frankly. So far, I have not seen, and think | 
speak for my colleagues, anything for anybody to be ashamed of or 
worried about. Sometimes the attempts to justify the payment of 
brokerage on the basis of service to the carrier seem to me to be a little 
labored. I do not see why forwarders do appear to shy away from what 
would appear to be, to me, a historic situation that carriers pay 
brokerage to attract business. I do not see anything terrible about 
that. I do not see why we did not say that the very first day instead 
of laboring to see whether we are rendering a service and then having 
a shipper come in and saying, *‘I don’t need you”’ 

The nonconference lines are paying more than 1% percent. They are 
paying it. I think we can also take notice of the fact, from the 
reluctance on the part of some carriers to come forward with the 
complaints that they have expressed in private, as an indication that 
the forwarder does render a service to him that he does not want to 
lose. 

I do not think that you have to put on any kid gloves. You can 
all talk openly. We are trying to get the facts and be fair to everybody. 
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Mr. Davries. I would like to add something. You put it more 
clearly than I can. It certainly is the case that brokerage is paid in 
many cases on the average basis of what is done all over, and the 
average basis is a well- established principle of custom. I can only 
refer to our own post office which today costs 3 cents to ial a letter 
from here to 51st Street and at the same price of 3 cents will take a 
letter three miles by rural delivery to my sister who lives out in 
Virginia. The law of averages compensates one for the other. 

The same in brokerage; it is the whole overall picture that is con- 
cerned ; and I have not seen, in 35 years’ experience, any huge rush 

f pe ople trying to go into the forwarding business because they think 
they will make their fortunes out of it. You make a livi ing out of it. 
That is all right. There are no exorbitant profits made. It is a 
necessity which has existed for years because a forwarder is doing 
business on a wholesale business while the individual shipper would 
have to do it on a retail business. 

In the same way for the carrier, the forwarder is wrapping up the 
shipments and offering them to the carrier in a wholesale package 
instead of on a retail basis. For that money and for that work he 
gets paid brokerage, which sometimes is large and sometimes is small 
hut aver ages itself out over the course of the year. 

Mr. Cuase. To sum that up, if you eliminated his brokerage com- 
pensation, some of them would have to go out of business or try to 
raise their forwarding fees to make it up. 

Mr. Davres. Exactly, sir. If brokerage was eliminated every for- 
warder would have to raise his fees at least 25 percent in New York, 
elsewhere a great deal more. I say they would have to do that because 
otherwise they would go broke. If they raise their fees 25 percent in New 
York and much more in other places, as you have heard testified, 
there would be a huge outery from every shipper throughout the 
sa 

Now that, perhaps, can be disregarded, but what cannot be dis- 
re carded, sir, is the effect on the buyer abroad who is the final arbi- 
trator of what can or cannot be done. The buyer abroad is not forced 
to buy goods from our country here. He can buy goods from England, 
Japan, Germany, or many other places and he is accustomed to doing 
business in a certain way, and if he sees a forwarding fee way out 
of proportion to what he normally expects, it is going to act as a 
great handicap to our own exports. 

Mr. Davipson. Carrying that a step further, then, it is your posi- 
tion that if some of our subsidized lines pay a brokerage fee that it 
might, in its finality, be regarded as subsidization to the foreign com- 
merce of the exporters of the United States? In other words, they 
are getting that assistance. 

Mr. Daviess. Yes, sir; I think, offhand, that would be my opinion. 

Mr. Davipson. Otherwise it would be more expensive for them as 
shippers to ship their merchandise abroad and engage in commerce. 

Mr. Davies. Yes, sir; I think that is the case. And, of course, 
when a steamship company pays brokerage if all the services of a for- 
warder were eliminated, taking a reductio ad absurdum agrument, if 
there were no forwarders, it would be my belief—and I will give you 
the reason in a moment—that costs to the steamship carriers would 
be much greater than the brokerage they have to pay. 
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I remember back when I was first in business, in the twenties, | 
think it was, the United Fruit, as I recall, had a huge forwarding 
department of their own on shipments going to Cuba where I think 
they then operated a short run, and the cost of that forwarding depart- 
ment was such that they gave it up of their own accord, because they 
could not make enough revenue out of the forwarding department to 
justify the expense of the 100 or more people that they then had in 
their forwarding department. 

I believe, in other words, that if forwarders vanished from the face 
of this land, carriers would have to pay more for the services that 
forwarders perform. 

Mr. Warren. You just do not believe that shippers would be able 
to foot the bill? 

Mr. Davies. Shippers, sir, could not do it. We have talked a lot 
about the large and big shippers here. We have talked a great deal 
about those but the *y are in volume, I would say, not in the great 
majority. The bulk of the berth- line business is made up from many 
small shippers throughout the country. Now those small shippers 
and when I talk of a small shipper I mean a shipper that has 10 ship- 
ments a month, for instance. He may be located in Akron, in Pitts- 
field, in Pittsburgh, in any point away from the border. If he has 
10 shipments a month, he cannot possibly afford to have his own 
forwarding department in the port of New York. It is an economic 
impossibility for him. If there were no forwarders available to him, 
that man would have to go out of the export business. 

Mr. Warren. Based on your experience, what percentage of the 
total export volume is handled by these small shippers; the kind that 
handle about 10 shipments a month as you have described? 

Mr. Davies. You mean the proportion as to the total exports of 
this country? 

Mr. Ututman. Tonnagewise? 

Mr. Davies. You are referring to berth-line shipments, not to 
tramp shipments? 

Mr. Warren. Yes; tonnagewise and berth-line shipments. 

Mr. Davies. My guess would be about half of the business that 
moves on berth-line carriers through the port of New York with 
which I am most familiar, half of the number of shipments both by 
number and by total tonnage would come from shippers who have 
10 or less shipments a month. That is a guess. 

Mr. Davipson. W % you proceed, please? 

Mr. Davies. 5 (a): The alleged abuses; I am just going to read 
the bottom cet there. The problem of trying to obtain a fair 
forwarding fee for services rendered is most difficult and has received 
the serious attention of our association for some time. We have 
considered exhaustively the idea of a forwarder conference which 
would fix at least minimum forwarding charges and we believe that 
the principle has considerable merit because it provides a system of 
self-regulation rather than Government control. 

So that question of minimum forwarding charges can be eliminated 
for the moment because our industry is so divided and so some are 
violently opposed, and I would not say there is any majority in favor 
at the present time. We feel that on a forwarders’ conference which 
we are able to have and have been able to have since the Supreme 
Court ruled us under the Shipping Act of 1916, that there are many 
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advantages but there is too much difficulty in a port the size of New 
York in getting the forwarders together. Some of those difficulties 
are expressed in the second paragraph here which I am not going to 
read, but this industry has always been fearful that if you had a 
forwarders’ conference there would be some people who would remain 
outside it and those people who remained outside it could start such 
ruinous competition that the conference cannot hold together. 

Unless there were some teeth, that is, that only brokerage was 
paid to members of the forwarding conference or something like that, 
it would be impractical. It has often been discussed. I have often 
asked attorneys whether it would be legally possible for a forwarders’ 
conference to enter into an agreement with a steamship conference 
whereby only brokerage was paid to the members of the forwarders’ 
conference, and I agree that that is a very difficult question of law, 
but I have never been able to get any clear expression of opinion 
that they believe that such an agreement between the two con- 
ferences would hold up against attack by some forwarder outside 
the conference. So that, before you start having a forwarding con- 
ference in a place like New York and spend all of the effort and time 
and money in creating a forwarders’ conference, you are practically 
licked even if you get it started. 

Mr. Davipson. That poses a very difficult question—not taking 
into account the Clayton Act and the Sherman antitrust laws 
which might possibly be taken care of by the present status of the 
law in this industry. You might have a constitutional question as 
to the equal protection of the law and so on. 

Mr. Davies. Exactly, sir. 

Mr. Uttman. The problem is this, Congressman: If you put a 
tremendous effort in forming a forwarders’ conference in an effort to 
clear up abuses and assure a fair forwarding fee, you may go through 
all of that and enter a contract with the steamship conferences and 
get that approved under section 15 of the Shipping Act and after 
vou get all through that, find that the whole thing is declared illegal. 
That is one of the practical problems and that is why it is so difficult 
for the forwarding industry to form a conference in an area as large 
as New York. 

The reason I mentioned that is because Congressman Thompson 
has stated that from time to time that it might be a solution if the 
forwarders try to remedy themselves. That is true if you get all 
forwarders, but when you get forwarders on the outside who make 
mincemeat of the rates you set up, then it becomes a difficult thing. 

Mr. Davipson. Even with 50 forwarders on the west coast they 
have had a difficult time. 

Mr. Utuman. They have had a wonderful idea but a tremendous 
amount of difficulty in getting even a handful. Here we have 8 or 9 
times that many forwarders in the area. 

Mr. Davies. In the same way, dealing with the question of a code 
of ethies, it is no use having a code of ethics unless it is enforcible by 
everybody. Otherwise, you put your own members at a disadvantage. 
That is the feeling of our association. 

Going on to page 26, ‘“The payment of brokerage to dummy forward- 
ers,”’ I think I have kept my arrangement that | have only read a few 
pages before and I hope that you will permit me if I read most of the 
last five pages. 
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Mr. Davipson. Go right ahead. 

Mr. Davies. The payment of brokerage to dummy forwarders: 
This is a most serious problem both to our own industry and the steam- 
ship lines. The registration system provided by the FMB has 
resulted in the registration of more than 800 persons in the New York 
area as forwarders. Our members are virtually unanimous in the 
view that the registration requirements of General Order 72 has 
proved to be inadequate to eliminate the dummy forwarder situation 
which we believe to exist to a considerable extent in this port. In 
the absence of subpena powers our association is not in a position to 
state definitively the number of dummy forwarders operating in 
New York, but we feel that the percentage is very high. 

There I would like to digress for a moment and deal with a point. 
I know that our association has brought to the attention of the 
Federal Maritime Board certain instances of dummy forwarders. It 
has been again impossible to get the FMB to bring the matter to a 
head. That has not been due to, as I said before, lack of desire or 
ability. It has been purely lack of funds to have an investigator go 
out and do the work. 

If I may, to emphasize the point I stated about the first step that 
is necessary as to give them enough funds, I say that in 5 years since 
General Order 72 has been in existence, there has, as has been testified 
this morning, been a number of cases appear in the Federal Register 
showing that forwarders have been dropped from the list, but that 
is always and inevitably due to failure to have any business address 
to which a communication can be sent. There have, as far as [| 
have been able to find out—and I am certain that I am correct— 
been no cases, no instances where forwarders have been brought up 
on charges and their registration number revoked. 

Mr. Ututman. The only time we have come close to that situation, 
if I may call it to the attention of the committee because it is an 
isolated situation, is the prosecution our association initiated under 
General Order 70 where we felt that one forwarding concern was not 
American owned. It is a similar complaint that you might make 
against a dummy forwarder in that he is not really a forwarder. That 
case took 2 years to decide. We had to initiate a complaint. We 
had to go through the preliminary procedures. We had to go to 
Washington and hold a hearing and try the case and get a final 
Board adjudication on the issue as to whether this forwarder under 
General Order 70 was an American forwarder. That indicates the 
difficulty we would have to ascertain dummy forwarders. It is an 
impossible job from the point of view of money and time and per- 
sonnel. 

Mr. Warren. Mr. Ullman, along that line, Mr. Kerner referred 
this morning to the cumbersome procedure that is required whenever 
a problem is litigated before Maritime, and, I think his licensing pro- 
posal was interestingly aimed toward the elimination of such cumber- 
some procedure in giving rulemaking power to the Board to prescribe 
rules without the necessity of so much procedure. 

What do you think? 

Mr. ULutman. We are not wholly in agreement with the other associa- 
tion as to the essence of what should go into the licensing system. 
We hold somewhat different views as our statement indicates, but 
the basis we feel of the licensing system, the real purpose of it is the 
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elimination of the dummy forwarder. Right now all that the person 
has to do is file an application and the next day he gets back from the 
Board a registration number and is permitted to go in the business. 

Under a licensing system which is really effective we say that if he 
were required to show that he is financially responsible, of good 
moral character and is experienced, and there is a thorough investi- 
cation of that by the FMB with an adequate staff, we think that 
that would eliminate, Mr. Warren, a great number of people who 
hold themselves out to be forwarders, but who are in effect nothing 
more than subsidiaries of the shipper. 

Mr. Davies. You have many of these instances here of dummy 
forwarders where considerable sums may be obtained. Therefore the 
shipper is going to use every legal means that he can to perpetuate 
his position. In other words, each case, each registration of the dummy 
forwarder, may involve a very considerable amount of time and effort 
on the part of the Government, because the dummy forwarder, if 
anything considerable is involved, will defend it. 

Mr. Davipson. He will try and cover his tracks. 

\M[r. Davies. Yes; and you have to spend a lot of time and effort in 
digging into it. You had one case before you here. 

Mr. Davipson. That was a small case. 

\M[(r. Davirs. A small case, but there are others which are infinitely 
more involved than that. 

Mr. Untman. There are no standards which have been set up under 
General Order 70 to determine when a person is a dummy and when 
he is an independent forwarder. There being no standards the situa- 
tion is chaotic. 

Mr. Davies. I think I got down halfway through paragraph B. 
In reaching this conclusion we have considered such factors as the 
forwarders sharing the same office and phone as the exporter, legal or 
actual control of the forwarder by an exporter, the handling of pri- 
marily one account by the forw arder, and other evidence which rea 
sonably leads to the conclusion that the registrant is not a bona fide 
ndependent forwarder. 

Again I want to interject that his association has tried to do what 
it can to clear up this industry. When the Federal Maritime Board 
did get the loan of several investigators from the GAO, this associa- 
tion did give to one of the investigators the names of say a dozen 
forwarders who they thought would be worthy of investigation as 
dummy forwarders. They made no charge and later we learned that 
the investigation was a very difficult, troublesome, and lengthy pro- 
ceeding and even then there was grave doubt as to what the legal 
position may be. 

| have heard expressed even the legal opinion here that what hap- 
pened in the Green case was legal. I don’t know whether that opinion 
is right or wrong, but there is a lot of confusion of thought, a lot of 
difference of thought as to what can be done. I am now skipping 
to the last part of page 27. 

An effective licensing system may well be the answer. Our mem- 
bers have indicated overwhelmingly that they favor legislation au 
thorizing the FMB to establish a system of licensing so that only 
experienced persons with financial responsibility are permitted to en- 
gage in the business of foreign freight forwarding. The issuance of a 
ucense to a forwarder should be sufficient to permit him to handle 
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exports through any port in the United States, thus differing from the 
licensing system of custom brokers which requires that the custom 
broker be licensed in each port in which he does business. 

In other words, we believe that a forwarder, if he has a license, does 
not have to pay $100 for every port that he sends a shipment to. 

Mr. Utuiman. Forty ports would mean that, under the system of 
licensing that the customs broker have, a little fellow engaged in the 
forwarding business to qualify in 140 ports would have to spend $4,000. 

Mr. Warren. Mr. Davies, as a part of such proposed licensing 
statute, would you also include a provision requiring a certificate of 
nece ‘ssity? : 

Mr. Davies. That comes in the next paragraph. May I read that? 

On the question as to whether an applicant for a forwarder license 
not previously engaged in the business should be required to show a 
need for his services in the port, similar to the certificate of public 
convenience and necessity required in the case of carriers such as 

railroads, motor carriers and domestic forw caiani the opinion of our 
members is areas divided, but a majority favor the adoption of such 
a requirement. 

Mr. Warren. Upon what would your requirement be based? 
It would be based upon need but more specifically what would that 
be based upon? 

Mr. Davies. We say that before a license should be granted there 
should be a showing that there is a need for additional services there 
We believe that the man who applies for it should have experience, a 
reasonable degree of financial ability to start his business. After all 
the forwarder is handling and has in his physical power shipments 
worth many thousands of dollars very often. He incurs liabilities to 
the steamship companies in the payments of freight for many thou- 
sands of dollars. We feel that while we do not want to prevent young 
men or old men entering the business, yet there should be some reason- 
able requirement that a man should not start in an old business, an 
old-established line of business without having some financial support 
behind him. In other words, he shouldn’t start on a shoestring. 

Mr. Uniman. On this question of need I am not so sure, Mr. Davies 
amplified that. We feel that the forwarder is just another link in the 
transportation process. He is an important link and the railroads 
and the truck carriers and domestic carriers have to show, before they 
start a service, that there is some need for that service because if there 
is a surplus for that service in the area the railroad cannot make money 
and cannot function. 

Probably the same should apply to the forwarding industry. If 
there are too many the industry becomes depressed and the foreign 
commerce does not benefit from that. 

Mr. Davinpson. But nobody in your association is in favor of the 
requirements of certificates of necessity unless they are perfectly sure 
there is a grandfather clause in this act; is that right? 

Mr. Davies. I guess they all want a grandfather clause. We 
have not asked that. 

Mr. Uximan. I think you will find that is true in every statute 
dealing with the transportation industry. There is always a good 
grandfather clause in there and I don’t feel we should be different. 

Mr. Davipson. It is human nature not to want to be put out of 
business. 
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Mr. Uttman. That is correct. 

Mr. DaviEs. Going to page 28, “Payment of brokerage when not 
properly earned,” this is an important subject and the decisive issue 
is what is meant by brokerage being “‘properly earned.” 

We wish to emphasize that an oversimplification of the definition 
of the term “properly earned” either by the subcommittee or the 
federal Maritime Board can disrupt seriously the long-standing 
relationship between forwarders and carriers to the detriment of both 
industries and our export trade as well. 

An attempt by statute or regulation to define brokerage would, we 
sincerely believe, cause tremendous difficulties in practical application. 
Let us suppose, for example, that the subcommittee is of the view that 
brokerage should be confined to the situation where the forwarder 
secures the cargo, although, as we have previously indicated, he 
performs other services of benefit to the carrier. The problem would 
then present itself as to what is meant by ‘‘securing the cargo.” It 
is virtually impossible to set forth in a statute a definition which 
would include every situation where cargo is secured and the failure 
to so provide would amount to a wrongful prohibition of brokerage 
in those situations. 

The situation would be no different if this subcommittee were to 
lay down a broad legislative policy as to when brokerage should be 
paid and then direct the FMB to imple ment the statutory definition 
with interpretative rules. Again, it would be impossible to cover 
every situation where brokerage was earned. 

Nor would the situation be aided if this subcommittee mandated a 
specific test for the securing of cargo. Let us suppose that the 
statute provided that the test of ‘‘securing” is whether the forwarder 
booked the cargo with the line. We can readily perceive situations 
where a forwarder can secure the cargo without booking it. 

For example, a line may call a forwarder to provide 200 tons for a 
particular sailing, a not infrequent practice. The forwarder will 
contact a shipper and may ascertain that he has the tonnage available 
for this sailing and advise the shipper to use this particular vessel. 
The shipper thereupon picks up the phone and makes the booking 
directly with the line. There is no doubt that the forwarder has 
secured the cargo, although under the statutory definition he would 
not receive brokerage. 

We have used the above illustration of securing and booking cargo 
as an example of the difficulty attached to any legislative attempt to 
define what is meant by “earned” brokerage. The same difficulty 
would apply to any other test adopted and the same confusion would 
result if this subcommittee sought by statute to place in a straitjacket 
the many complex factors that go into a determination as to when 
brokerage is earned. 

Mr. Warren. You believe that if the committee considered a 
proposal to license forwarders, it would eliminate so-called dummy 
forwarders since it would have a deteriorating effect upon the cases 
of unearned brokerage. Accordingly there would be no need to 
define whether brokers age is earned or unearned? 

Mr. Davies. I think you have stated it correctly. 

Mr. Unuman. It would go far to eliminate the problem of paying 
brokerage to people who don’t deserve it, a licensing statute would. 











792 FOREIGN FREIGHT FORWARDERS AND BROKERS 






Mr. Davigs. Nor would the problem be solved, if conferences were 
by statute authorized to determine when brokerage is earned and 
therefore paid. In the hands of a conference chairman hostile to the 
payment of brokerage, and there are some so inclined, the result 
would be a conference definition amounting to a virtual prohibition 
against the payment of brokerage. A precedent would be set which 
in time under the pressure of certain lines would cause similar pro- 
hibitions in all conferences. The resulting detriment to the forwarders 
and our foreign commerce would be identical to that condemned by 
the Maritime Commission in docket 657. 

The Chairman of the Federal Maritime Board has, as previously 
noted, received written assurances from the subsidized lines to the 
effect that, generally, unearned brokerage is not paid. Accordingly, 
there would appear to be no necessity of legislative action to eliminate 
the relatively few instances of improper payment which should be 
left with the Board for appropriate administrative action. In so 
doing, the undesirable consequences to the forwarders, carriers, and 
to our foreign commerce which would result from an attempt to fix 
statutory or conference tests as to when brokerage was “unearned’’ 
would be avoided. 

At the present time each individual carrier makes its own determina- 
tion as to when brokerage is earned and when it is unearned. No 
cogent reason suggests itself why this traditional practice should be 
changed. 

The final point is No. 6, which I have covered partly before and 
which I am not going to read in full. We have three suggestions: An 
amendment and strengthening of the Bland Act in the way we have 
described previously; the licensing of forwarders in the way we have 
described; and the adequate appropriations for the Federal Maritime 
Board. 

Personally, I think that the adequate appropriations for the Feders! 
Maritime Board are the main necessity for the industry. I do not 
think that we can condemn the regulations, although they have not 
worked, until we know if they can work. The Federal Maritime Board 
has not had the money to enforce them. However, we do believe, as 
an association, and I believe, too, that we should follow out these 
three suggestions; namely, amendment to the Bland Act, licensing of 
forwarder, and adequsate appropriations. 

That concludes my formal statement. 

Mr. Davipson. Are there any questions, Judge Chase? 

Mr. Cuast. I have no questions. 

Mr. Davipson. Mr. Warren? 

Mr. Warren. I was interested in reading the cost study made by 
the New York Foreign Freight Forwarders & Brokers Association 
dated 1955. 

Mr. Davriss. Yes, sir. 

Mr. WarrEN. It is the first thing I have seen on that score. [ 
notice that it enumerates the cost for processing these various 
documents. 































































































































































































These figures cover only the average costs and the forwarder should and must 
make an adequate charge in addition to the cost shown herein. This is necessar) 
not only to assure a reasonable profit, making it possible for him to render the 
many genera! and specialized services which his clients, both in America and abroad 
require. 
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Then, you refer to the various documents: preparation of the export 
declarations, checking and verifying export control, preparation of 
consular invoice, bill of lading, and various other services. I presume 
from this that there are services that you render to the shipper and 
want compensation therefor? 

Mr. Davigs. Sir, you are dealing with a very complex problem. 
Certainly these are services we give to the shipper. In some cases, 
however, they may infringe upon and overlap the services that are 
rendered to carriers. 

Mr. Utuman. May I add there, Mr. Warren, that, for example, 
take preparing and processing of a bill of lading, you heard from Mr. 
Crinkley this morning that that is actually a duty of the carrier to 
pe .rform but he has passed that on to the shipper, and the shipper in 
turn asks the forwarder to do that. 

Now, when the forwarder is asked to do it he is perfectly willing to 
to do it and he ought to be paid by the shipper for doing it. 

Mr. WarrEN. By the shipper? 

Mr. Utuman. By the shipper; but because it is also a service to 
the carrier the carrier is not remiss in the overall payment of brokerage 
to compensate the forwarder for doing a job which in effect is a legal 
duty of the carrier to perform. 

Mr. Warren. My point is simply this: We will take the export 
declaration; I notice that it costs $2.76. Then you add to that, 
according to your cost study, a reasonable profit. It would seem 
that if you do this you have received reasonable ¢ compe nsation for 
this job, and anything over that would be excessive? 

Mr. Ututman. You are making one big assumption, Mr. Warren. 
That is that the average forwarder in New York receives these 
average costs plus a reasonable profit. The answer on that is that 
he does not. Our survey shows that our members do not, on the 
average, receive the amount of his costs which we averaged out here 
as a result of a balance plus a profit, as we hope we are entitled to, 
so that it is absolutely necessary to receive the additional revenue 
from brokerage in order for the fellow to try to come out somewhere 
ahead of the game. 

Mr. Warren. Mr. Davies, I asked Mr. Kerner, and now I will 
ask you: On what basis were you elected president of your association? 

Mr. Davies. In our meeting in November, according to the by- 
laws and constitution, various members were put up and seconded 
for the nominating committee, of which three were to be selected. 

Mr. WarrEN. Who selected the nominating committee? 

Mr. Davies. The various members of the association put up 
nominees to be on the nominating committee. In other words, from 
the floor there were suggestions of different people to be on the nom- 
inating committee. All these names, after they were seconded, were 
put on slips of paper and the members were asked to vote for three. 
There was this year, and has been in the past, quite a little competi- 
tion to get on the nominating committee because they nominate the 
president and other officers and governors of the association. 

Mr. Utiman. In other words, our nominating committee is selected 
by the membership at a duly constituted meeting for that purpose. 

Mr. Davires. Then the nominating committee reports back to 
another general meeting in December at which the officers are elected. 
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There is also a possibility of independent slates being filed by giving 
so many days’ written notice to the official secretary of the association. 

Mr. WarreEN. On the views you are stating today, you indicated 
that you had polled your membership. Are you stating the unani- 
mous views of that membership? 

Mr. Davies. I have stated in my statement very carefully the 
results of the polls, whether they were evenly divided or not. We 
went to great trouble in having the replies to the questionnaire treated 
separately. They were all sent to counsel and held under counsel- 
and-client relationship, and the counsel tabulated them as to the 
numbers replying on different questions and from these written 
replies which, as a matter of fact, were received from some 63 percent 
of our total membership, we estimated our figures. 

Mr. Uttman. We didn’t get a unanimous answer from every 
member, but 63 percent, w hich we feel is representative, did respond 
and our poll was tabulated on the basis of those responses. 

Mr. Warren. Do you think that the providing of freight to carriers 
is essentially the motivating reason for the payment of brokerage? 

Mr. Utuman. Will you repeat that question, sir? 

Mr. Warren. Do you think that the providing of freight is the 
essential and motivating reason for the payment of brokerage? 

Mr. Ututman. No, sir; | do not. I think there are a great many 
services that are perfor med by the forwarder to the carrier for which 
the carrier pays the forwarder brokerage. 

Mr. Warren. Well, I take it your association did not mean what 
it was saying in Docket 718 and 719 when it said: 











































































Brokerage paid to the forwarder is not essentially a payment for the services 
that may be rendered in connection with the handling of a shipment, but rather 
because the forwarder has provided freight to the carrier from which it will receive 
a revenue. That this was the essential motivating factor for the payment of 
brokerage was stated by the Maritime Commission in Docket 645 when it said 
“brokerage is compensation for securing cargo for the ship.” 

Mr. Daviss. 
let him answer. 

Mr. Utuman. I take it, Mr. Warren, that you are quoting from a 
brief that I wrote on behalf of the association in 718 and 719? 

Mr. Warren. Yes. 

Mr. Utiman. I think if you read that brief fully you will see that 
the position of our association definitely is that, while providing freight 
is a valuable service that the forwarder performs, I spell out that 
there are other essential services which he performs for which we feel 
justified in the payment of brokerage. We have not in that brief or 
any brief confined our remarks to limiting the payment of brokerage 
for any one service performed. When we say ‘provide freight’? we 
mean all the services necessary to provide that freight and bring it to 
the steamship line so that it can obtain the revenue. 

Mr. Cuase. These other services which you mention, could they 
be generally categorized as expediting the shipment? 

Mr. UttMAN. Yes , sir. The forwarder is the preparer of documents 
and expediter and in many instances he procures the cargo which he 
turns over to the line. 

Mr. Warren. That is all. 

Mr. Davipson. Are there any further questions, gentlemen? 

Mr. Cuase. I have no questions. 























As this is a brief provided by counsel I am going to 
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Mr. Davipson. I want to thank you gentlemen very, very much 
and I want to compliment you for the sple ndid statement you have 
civen here and for the fact that you were considerate of our committee 
and skipped over so much of your written report. We appreciate 
the concern and consideration that you have shown us. Thank you 
very much. 

We have one more witness. This last witness for today is Mr. 
sarr, the president of the Steamship Freight Brokers Association. 

Will you be good enough, Mr. Barr, to identify yourself for the 
record? 


STATEMENTS OF HARRY K. BARR, PRESIDENT; AND STANLEY F., 
CORON, VICE PRESIDENT, THE STEAMSHIP FREIGHT BROKERS 
ASSOCIATION 


Mr. Barr. My name is Harry K. Barr, president of the Steamship 
Freight Brokers Association. This is Mr. Stanley F. Coron, vice 
president of the Steamship Freight Brokers Association. 

Mr. chairman, I am just going to summarize this very briefly. It 
will take me about 5 minutes. 

Kirst, what I would like to do is tell you what the Steamship Freight 
Brokers Association is and recommend to you certain things that our 
association feels may be helpful. 

Mr. Warren. Do you wish your statement to be incorporated into 
the record? 

Mr. Barr. Yes, sir. 

Mr. Davipson. Your statement will be incorporated in the record 
and you will summarize it. 

(‘Lhe statement referred to fqllows:) 


MaTTERS CONCERNING THE USE OF AND THE COMPENSATION RECEIVED BY 
FORWARDERS AND BROKERS ON GOVERNMENT EXPORT SHIPMENTS 


A. THE PROPRIETY OF PAYING BROKERAGE 


We see no difference between a shipment handled for our Government, any 
other government, or a commercial shipment; we would, therefore, be entitled to 
brokerage on a government shipment. 


B. REASONABLENESS OF COMPENSATION 


Brokerage, of course, should be based on carrier-broker-forwarder agreement. 
Service fee would be based on agreement between Government department and 
broker forwarder based on services performed. 


Cc. TYPE OF SERVICES RENDERED 


These services could be the same as apply on commercial shipments. An idea 
night be obtained by the following services incorporated in a directive issued by 
the office of the chief of transportation, April 12, 1948. Other Government 
agencies require other service. 

1, Receive documents and/or information from the PTO or branch transporta- 
tion officer indicating the detail of the cargo, schedule of shipments from point 
of origin, ocean booking, and other pertinent information. Coordinate to the 
extent directed by the POE with D/A or other representatives to secure informa- 
lion concerning cargo and its location and availability. 

2. Arrange for prompt unloading or temporary storage when necessary to avoid 
car detention, Follow up, with PTO or BTO, any cars not received to insure 
availability for vessel. 

3. Arrange placement at shipside as required—at New York this will include 
obtaining steamship permit, placing of lighterage orders, and followup to assure 
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cargo delivery as ordered. Check to assure that shipment is complete, including 
correlation of shipments from several origins when they constitute one ocean 
shipment. 

4. Prepare and secure signed dock receipt or other appropriate signature from 
steamship company. 

5. Secure and deliver to PTO or BTO necessary over, short, and damage reports 
and certificates, inspection reports, and violation reports to insure proper quantity 
condition, and packing; report on any loss or damage to POE or BTO. Pick up 
and deliver from piers to POE or BTO necessary WDSD’s accompanying ship- 
ment. 

6. Arrange routine cooperative and incidental services when carrier will accept 
responsibility. Report to PTO or BTO any shipments requiring marking, pack- 
ing, repacking, and similar services not the responsibility of the carrier, and 
arrange procurement of services if so directed. 

7. Furnish complete record of arrival, unloading, storage and loading to vessel 
to PTO or BTO. This will be sufficiently detailed to provide the basis for certi- 
fication of carriers’ bills for storage, demurrage, switching, and accessorial services. 

8. Complete ocean bill of lading and/or manifest received from POE or BTO, 
tender to steamship company and secure and return signed—on board—documents 
to POE or BTO. Prepare ocean manifest and/or stowage plan when so directed. 

9. Furnish to steamship company the documents to be placed aboard the vessel, 
including appropriate copies of WDSD received from POE or BTO. 

10. Prepare export declarations and file with the Collector of Customs—rarely 
required. Prepare and file with Collector of Customs a letter indicating that ship 
carries United States Army cargo—on full shiploads. 

11. Furnish POE or BTO with such facts as required concerning the shipment, 
including necessary data for preparation of sailing dispatch. 

No service fee was paid by the Department of the Army. The forwarder-broker 
was expected to be satisfied with the brokerage received from the steamship com- 
pany. 

In addition, he was expected to hire at his own expense a union checker at $16 
a day who duplicated the work already performed by the ship’s receiving clerk. 
As his name was drawn out of a hat, the forwarder-broker never knew what he 
would get in the way of cargo. 





D. THE RIGHT TO PARTICIPATE IN 





COMMERCIAL TYPE MILITARY 





SHIPMENTS 





The Bland Forwarding Act, Section 217, Merchant Marine Act, 1936, as 
amended, recognized the forwarder-broker. Under the statute the Maritime 
Administration was directed ‘‘to coordinate the functions and facilities of public 
and private agencies engaged in the forwarding and similar servicing of water- 
borne export and import.” 

The Maritime Administrator issued general order 70, dated May 26, 1949, as 
amended, which he states was promulgated as a peacetime application of the act 
to facilitate participation of the forwarding industry in the relief and rehabilitation 
of cargo movements. 

Under section 243.2 of general order No. 70, as amended, it is stated that public 
agencies engaged 1n the movement of relief and rehabilitation cargo “‘shall use the 
services of private freight forwarders for the forwarding of such supplies in accord- 
ance with ordinary commercial practice, except where existing conditions make 
such use unreasonable or impracticable.” 

During World War II the various Federal agencies engaged in the movement 
of relief cargo, including the military and naval forces, employed the services of 
private freight forwarders. 

The forwarding work was done expeditiously by trained and experienced 
forwarders at substantially less cost to the Government than would have been 
expended if Government personnel were used. 

Since the war, the Bureau of Public Roads, General Services Administration, and 
the Department of Agriculture have in accordance with the Bland Act and general 
order No. 70 of the Maritime Administration, likewise used the services and 
facilities of private foreign freight forwarders in the movement of export cargo. 

WSA during World War II, established a fee at $7.50 per bill of lading for 
handling shipments other than military cargo, which fee was deemed at cost. 

The Department of Defense also used the forwarder after World War IT, but 
but discontinued using him at the commencement of the Korean War and has not 
used him since, even though considerable movements of ordinary commercial 
cargo are handled by the Department of Defense. 
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This association considers that the MSTS operation where it duplicates or 
competes with private steamship operztions, should be eliminated, or, at least, 
drastically curtailed. 

In any event, that part of the MSTS or Army operation which has resulted 
in the Government’s engaging in the forwarding business is unnecessary, un- 
businesslike and contrary to the congressional intent, as clearly set forth in the 
Bland Act. Just as other governmental agencies, such as the Department of 
Agriculture, General Services Administration and the Bureau of Public Roads, 
have recognized the Congressional mandate as set forth in the Bland Act, so, too, 
the Department of Defense shoulld permit the forwarding work to be done ex- 
peditiously and economically, as it has in the past, by private enterprise. 

It is our earnest request, therefore, that this subcommittee should call upon 
the Department of Defense to adhere to the letter and spirit of the Bland For- 
warding Act by curtailing their activities in the movement of oceangoing govern- 
mental cargo. 

The subcommittee should request the department to establish a procedure, 
similar to the successful method employed in the handling of lend-lease cargo 
during World War II, and ECA shipments thereafter, whereby except for purely 
military freight, the services of private forwarders would be used for the customary 
forwarding duties incidental to the movement of relief and rehabilitation cargo 
to overseas destinations. 

3. 


ANALYSIS OF SERVICES FORWARDERS AND BROKERS RENDER TO CARRIERS ON 
COMMERCIAL EXPORT SHIPMENTS 


To carrier for which brokerage is paid, the forwarder-broker’s office is a centra 
location where the steamship company can call or send its solicitor in order to 
develop business for its vessels. 

Documentary work, as well as other details, are handled on behalf of the steam- 
ship company. Some of these details comprise ordering cargo to vessel by 
telephone, and with written orders, specifying steamer, location, and date and 
time of delivery; tracing shipment to make sure of proper delivery; securing 
delivery permits, processing export declaration and filing with steamship company 
which is prerequisite to loading on vessel. 

Compensation for services rendered as a broker-forwarder, in some instances, 
is reasonable and in others is not. Costs of operation have increased, but in 
most instances brokerage has not. 

4. 


A, LEGAL STATUS OF FORWARDER AND BROKER 


It is traditional to pay brokerage. Brokerage has been paid in this port since 
its beginning. Early mercantile accounts relate brokerage payments by carriers 
to individuals for bringing shippers’ cargo to vessels. 

In the early days, forwarding, as we know it today, was not required. There 
were no Government requirements for licensing, no export declaration, no special 
documentation was required and shippers were located close to seaboard. 

The freight broker was recognized by carriers from the beginning. In this 
port, until the latter part of the nineteenth century, there was very little for- 
warding brokers having provided liaison between the carrier and shipper. 

\s manufacturer exporters moved westward, the broker still made the bookings 
with the carrier, but also handled documentation for the shipper for which he 
charged a fee. 

After the First World War and increased export business, the broker found 
himself in the position of a forwarder-broker, serving two masters. The real 
estate broker, advertising agent, and insurance broker, have grown in almost an 
identical manner 

From a simple task of booking cargo, the broker-forwarder evolved into a pro- 
fessional expert, serving both the carrier and the shipper as a connecting link 
between the two and understanding the problems of both. 

_As a forwarder, legal status might be deemed as set forth in general order 72, 
of the Federal Maritime Board. The forwarder is registered by the Federal 
Maritime Board, but not licensed. No actual legal status exists except as relates 
to the act of 1916 and to the extent general order 72 makes the forwarder respon- 
sible for his acts to the Federal Maritime Board. 
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Members of our association are corporations incorporated under the State 
laws and consider themselves professional forwarders-brokers—brokers by tradi- 
tion 

The Office of International Trade has stated: 

“That freight forwarding agents are in a most important position to observe 
an’ maintain the integrity of exportations under export control regulations.’’ 

Several members of the forwarding industries are presently members of the 
advisory committee on export regulations, Department of Commerce. The real 
forwarder-broker is a professional whose services are valued by carrier and shipper 
alike. 

B. IMPORTANCE OF FORWARDERS TO SMALL SHIPPERS 


The forwarder is called on to perform a host of services for the small exporter. 
Many times the service fee charged does not half cover the time spent in handling 
the shipment. In many instances, the forwarder helps the small exporter just 
starting in business to develop his foreign business by furnishing him names of 
potential quotations, advising on terms of sale, preparation of freight quotations, 
advising on terms of sale, form of letter of credit, et cetera. All of which helps 
promote foreign commerce. All of this is done without a service charge and some- 
times results in voluminous correspondence before an actual shipment is made. 
The forwarder advises his client and handles for him hundreds of matters pertain- 
ing to exporting. 

Attached is a summary of the services performed by the foreign freight for- 
warder (attachment 1). 

The professional forwarder-broker, such as the members of our association, 
have contacts and regularly correspond with agents in almost all countries of the 
world. The forwarder is a clearinghouse for his clients, on rules and regulations 
made in foreign countries that may affect his clients’ business. 

His overseas agents frequently ask him to find sources of supply for their clients. 
His knowledge enables him to bring two principals together, which helps them, 
the ocean carrier, both countries concerned and, of course, himself, and his agent. 


IMPORTANCE OF FORWARDERS TO LARGE SHIPPERS 


The foreign freight broker-forwarder serves the large shipper in the same manner 
as he does the small. It is often easier to handle the documentation, as the larger 
shipper usually has an export department that prepares careful instructions for 
the forwarder. The forwarder provides a coordinated medium of establishing a 
fixed cost per shipment regardless of volume and thereby permits establishing a 
more realistic laid-down cost of the product. 

A great many large shippers have eliminated their own forwarding depart- 
ments because of the economies and efficiency effected by using a first-class 
forwarder. 

C, SOURCES OF FORWARDER INCOME 


(a) The service fee he charges his shipper for service to him. This must be 
highly competitive, or he will lose his client, and realistic, or he will go out of 
business. 

(b) Ocean freight brokerage or commission.—This he receives from the steamship 
company for services rendered in behilf of the steamship company which may have 
been some of the services that were equally beneficial to the shipper. 

The two principal sources of income are the service fee and the brokerage or 
commission. 

In addition, there may be accessorial income, placing the insurance, a commis- 
sion from the trucking given out. 

Again, it might be stressed that not being protected by any minimum rates, 
the forwarder-broker is in a fierce competitive field and his rates are usually very 
low for the services performed. 


D. DEFINITION OF BROKERAGE 


Webster states: ‘‘The business of a broker—one who for a commission or fee 
brings parties together and assists in negotiating contracts between them’’. 

That definition plainly fitted the broker years ago, and still does today. 

In docket 727, Capea Freight Conference, et al., petition for brokerage rule, the 
FMB rejected a proposed definition and rule for brokerage, order dated May 14, 
1953. 

‘‘And the board, being of the opinion that the proposed definitions and rule are 
unnecessary and would create uncertainty with respect to the decision and order 
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in said docket No. 657, and good cause appearing, it is ordered that the petition 
herein of Capea Freight Conference be, and it is hereby, denied.” 

As the Maritime Commission said in its decision in docket No. 657, referring to 
brokerage: ‘‘It is compensation paid by common carriers by water to brokers, 
incbiding forwarders’”’ (3 U. S. M. C. 172). 

The Commission also said in the decision in docket No. 657: ‘‘A carrier should 
be free within limits to pay brokerage or not, as its managerial discretion indicates.” 

The board and its predecessors have indicated that there is nothing detrimental 
to commerce or otherwise unlawful in the payment by a carrier of compensation 
to a forwarder-broker under whatever circumstances the carrier may desire to 
make such payment, subject, of course, to the condition that such payment must 
not violate any other provision of the Shipping Act. 

It is our opinion that if there must be a definition, brokerage should be defined 
as compensation paid by a carrier to a freight broker, or to a freight forwarder- 
broker, for performing any services in connection with a shipment which are of 
benefit to the carrier. 

We would say here that no artificial distinction can now be made of a “‘brokerage 
service’ and a “freight forwarding service’. Certain conferences are of the 
opinion that brokerage should be paid only when a so-called brokerage service is 
rendered, when cargo is brought to the ship at carrier’s request. 

Our contention is supported by the decision in docket 657 where it was held 
that the professional ocean freight forwarder and broker perform other services 
which are also of value to the carrier. 

The Supreme Court of the United States recognized and confirmed this in its 
decision in the case of the United States, American Union Transport, Inc. (327 
U. S. 437). 

“In addition to acting as freight forwarders, the appellees also act as freight 
brokers, and for their services as brokers they receive brokerage, commissions, 
or fees from the carriers with respect to the same shipment for which they act as 
forwarders.”’ 


E. RESPONSIBILITY OF CARRIER TO INSURE THAT BROKERAGE IS PAYABLE WHERE 
PROPERLY EARNED AND ONLY TO THOSE LEGALLY ENTITLED TO RECEIVE IT 


The carrier should satisfy itself that the forwarder has a right to the brokerage, 
that he has functioned in behalf of the shipper in an approved and accepted 
manner with the full authority of the shipper and within the regulations of the 
Federal Maritime Board. 

General order 72 244.13 is not a license so that the carrier can pay brokerage 
to everyone with a FMB number but is meant to prevent payment of brokerage: 

“Where the forwarder is a shipper or consignee or is the seller or purchaser of 
the shipment or has any beneficial interest therein, or where the forwarder 
directly or indirectly controls or is controlled by the shipper or consignee or by 
any person having a beneficial interest in the shipment. A forwarder shall not 
share any part of the brokerage received from a common carrier by water with 
a shipper or consignee.” 

This association has on many occasions called the attention, in writing, of all 
conferences to 244.13 and advised them that they have a duty to see that broker- 
age is not paid to a forwarder if he does not qualify under 244.13. 


F. PERFORMANCE OF FORWARDING FUNCTIONS BY CARRIERS AND PRACTICE IN 
REGARD THERETO 


Carriers should not offer their services as a forwarder or consent to act as a 
forwarder except where conditions warrant a minimum of assistance to the shipper 
or forwarder and only with regard to possible clearance of an export declaration, 
for which a full compensatory fee should be charged. 


G. BASIS FOR PAYING BROKERAGE 


For services rendered in behalf of the carrier and on the basis of traditional 
practices with regard to right of compensation, and without limitation or excep- 
tion as to categorical classification of commodities. 

In the early days before there were any ocean freight forwarders, the payment 
of brokerage may have been limited to compensation for securing cargo for a 
" ssel because there were no freight forwarders available to perform other services 
or the carrier. 
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As transportation developed more and exporting became more complicated, 
ocean freight forwarders entered the picture, and forwarder-broker performed 
other services that were of benefit to the carrier in addition to securing cargo. 

The carriers were just as willing to pay the forwarder-broker for such other 
services as for securing cargo. The compensation that was paid by the carrier 
to the forwarder-broker continued to be called brokerage. The term “‘brokerage,”’ 
therefore, has come to include compensation for such other services as well as 
compensation for the service of securing cargo. 


H. EXTENT OF SOLICITATION ACTIVITIES BETWEEN FORWARDERS, CARRIERS, AND 
SHIPPERS 





The larger forwarders, and many of the small, are visited by the freight solicitors 
of the steamship companies. In addition, the forwarder receives numerous Calls 
from steamship companies soliciting cargo. The carrier’s solicitation require- 
ments are minimized as the forwarder provides a means of contact with the traffic 
in the interior and at the point of loading. 

In many instances the carrier can develop spot cargo through contacting the 
forwarder without going to the expense of soliciting numerous shippers. 

Further, the forwarder develops business for the carrier by helping new exporters 
learn the intricacies of doing a foreign business. It 1s up to the forwarder to see 
that the paperwork, marking on the shipment, and the shipment itself are com- 
plete when the carrier requires the cargo. All this is of great benefit to the carrier. 




















I. FACTORS AFFECTING FORWARDER’S SELECTION OF PARTICULAR CARRIER TO 
HANDLE A PARTICULAR SHIPMENT 


The forwarder first determines availability of the cargo and then seeks the first 
available vessel arriving first at destination. 

The forwarder also takes into consideration terms of sale; free on board 
vessel, the consignee’s wishes, if any, must be taken into consideration when choice 
of vessel is made. 

Sometimes shippers also have a preference for certain lines. In the majority 
of cases the forwarder will choose the first sailing arriving at destination first, also 
taking into consideration the carrier’s responsibility and dependability of service, 
conference agreements, et cetera. 





5. 




















EXISTENCE OF ABUSES AND QUESTIONABLE PRACTICES INVOLVING THE USE OF 
FORWARDERS AND BROKERS, INCLUDING SUGGESTIONS FOR CORRECTING SUCH 
ABUSES AND PRACTICES 





(a) Rebating brokerage.—No rebating should be permitted or tolerated. Where 
forwarders or carriers know this is taking place, they should act through the con- 
ference and forwarders association and also notify the Federal Maritime Board. 
The carrier has a duty not to pay brokerage if the forwarder is in violation of gen- 
eral order 72 244.13. 

Splitting brokerage with shippers constitutes a rebate; should not be tolerated. 
See 5 (a). 

Reducing or waiting forwarding fee.—This is a controversial question. Any 
service fee established for a volume shipper would inevitably be affected by the 
volume of the traffic. The United States and some foreign government traffic re- 
quire the waiving of the forwarding fee, as no appropriation is made for such a fee. 

(b) Payment of brokerage to dummy forwarders.—No payment should be made 
to dummy forwarders. 

(c) Payment of brokerage when not properly earned.—When not properly earned, 
brokerage should not be paid. Brokerage is earned when the carrier deems that 
services have been rendered to it by an independent foreign freight broker- 
forwarder acting with full concurrence of the shipper. 














6. SUFFICIENCY OF EXISTING LAWS AND REGULATIONS PURPORTING TO REGULATE 
FORWARDERS AND BROKERS, INCLUDING THE NEED FOR ADDITIONAL LEGISLATION 
OR MEASURES WHICH MIGHT MORE PROPERLY REGULATE THIS INDUSTRY 


The existing laws are sufficient. However, a separate list of independent for- 
eign freight forwarders should be set up with a distinctive number. They alone 
would be entitled to receive brokerage provided they complied with general order 
72 244.13. 
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In addition, the list of independent foreign freight forwarders should be examined 
closely by the FMB, and they should be provided with funds to investigate in the 
field. The independent broker-forwarder depends on his business for a living. 
He is just as interested in driving out the chiselers and parasites as is the carrier, 
but they both need help from the FMB. 

The forwarder associations have time and again offered their cooperation to 
the FMB to provide any and all information and help required so that the present 
laws will be enforced. 

If the F MB needs funds to clean out the people that are giving this industry a 
bad name, they should be given the funds. 

This association represents several firms who have been in this business over 
100 years, and many others who have had over 50 years. 

All of our members are proud of the position we play in furthering the foreign 

umerce of the United States. We are also proud of the fact that we have over 
he years, developed trained personnel who have gone on to become transpor- 

tion specialists for shippers and carriers alike, in both peacetime and wartime. 

We hope this committee will suggest that the Federal Maritime Board be 
furnished funds, if that is required, to enforce the existing laws. 

We hope the committee will publicly recognize and endorse the importance of 
the industry in furthering the foreign commerce of the United States. 

Mr. Barr. The Steamship Freight Brokers Association is domiciled 
in the city of New York and is a pioneer institution of its kind. It has 
been in existence over 70 years, having been organized in 1885. 

Now, we have covered in our statement all of the questions and 
points that were raised in the advance form you sent out to us to 
which you requested answers. I think we have touched on them very 
much like the spokesmen for the other two associations. We are 
quite in agreement with them also as to the fact that our association 
thinks that we should participate in the Department of the Army 
business as long as it is commercial business and Department of 
Agriculture and the other branches of the Government that export. 

Now, I think I will skip over all of that and simply go to what is 
called number six in your request for information and which was titled 
‘Sufficiency of Existing Laws and Regulations Purporting To Regu- 
late Forwarders and Brokers, Including The Need for Additional 
Legislation or Measures Which Might More Properly Regulate This 
Industry.” 

This association feels that the existing laws are sufficient. However, 
we do feel that a separate list of independent foreign freight forwarders 
should be set up with a distinctive number. They alone would be 
entitled to receive brokerage provided they complied with existing 
law which we feel is the act of 1916 as well as General Order 72, all its 
paragraphs, but specifically 224.13. In addition the list of independ- 
ent foreign freight forwarders should be examined closely by the FMB 
and provided with funds to inv estigate in this field. The inde »pendent 

broker forwarder depends on his business for a living. He is just as 
me rested in driving out any chiselers or parasites as is the carrier, 
but they both need ‘help from the FMB. 

The forwarder associations including our own have time and again 
offered their cooperation to the FMB, to provide any and all informa- 
tion and help required so the present laws will be enforced. If the 
MB needs funds to clean out the people that are giving this industry 
a bad name they should be given the funds. 

This association represents may firms who have been in this business 
over 100 years and many others who have been in business over 50 
years. All of our members are proud of the position we play in further- 
ing the foreign commerce of the United States. We are also proud 
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of the fact that we have, over the years, developed trained personnel 
who have gone on to become transportation specialists for shippers 
and carriers alike in both peacetime and wartime. We hope this 
committee will suggest that the Federal Maritime Board be furnished 
funds if that is required to enforce the existing laws. We hope the 
committee will publicly recognize and endorse the importance of 
the industry in furthering the foreign commerce of the United States. 

That is all. 

Mr. Davipson. Thank you, Mr. Barr. 

Judge Chase, do you have questions on that statement? 

Mr. Cuase. I have no questions. 

Mr. Warren. How many members did you say you have? 

Mr. Barr. We have over 30. 

Mr. Warren. Are they all freight forwarders and brokers? 

Mr. Barr. Both. In other words, they are freight forwarders and 
brokers combined. We have no so-called freight forwarders or brokers 
separate and distinct. 

Mr. Warren. I have no further questions. 

Mr. Davipson. Thank you very much, Mr. Barr. 

Now at this point I should make mention of the fact that our 
chairman, Mr. Thompson is not here today by reason of the fact that 
he is suffering with a throat ailment. He has not been well, but he 
has given a great deal of time, and I think has conducted these hear- 
ings most objectively. I am his poor substitute today. 

I think that he would want me to express our appreciation of the 
fine cooperation we have had on all sides in connection with these 
hearings. 1 think, too, a word of thanks should be given to our 
counsel, Mr. Charles Warren, for the fine splendid, objective and 
impartial job that he has done, and to Congressman Kluczinski of 
Illinois, who sat in and helped when our chairman was indisposed. 

At this point we are not, I think, necessarily concluding our hear- 
ings. We will have to take, of necessity, a prolonged recess in these 
hearings to digest this rather formidable record that we have ac- 
cumulated up to this point. It may then be that we may decide that 
there is no need for further hearings and it may be, on the other hand, 
that we will go forward with further hearings in accordance with 
whatever the subcommittee feels is indicated. 

I want also to express on behalf of the subcommittee, our apprecia- 
tion for the fine work that has been done by our reporter, Miss Harkins. 
We want to thank you for your cooperation here. 

We will conclude at this time. Thank you very much. 

(Whereupon, at 3:45, Saturday, January 28, 1956 the hearing was 
recessed subject to call of the Chair.) 








INVESTIGATION INTO THE ACTIVITIES OF FOREIGN 
FREIGHT FORWARDERS AND BROKERS 


WEDNESDAY, FEBRUARY 29, 1956 


House oF REPRESENTATIVES, 
SUBCOMMITTEE ON ForeIiGN Freicut For- 
WARDERS AND BROKERS OF THE COMMITTEE ON 
MercuHant MARINE AND FISHERIES, 
Washington, D. C. 

The subcommittee met at 10:05 a. m., pursuant to recess, in room 
219, Old House Office Building, Hon. T. A. Thompson (chairman of 
the subcommittee) presiding. 

Present: Representatives Bonner (chairman of the committee); 
Thompson (presiding); Kluezynski, Davidson, Seely-Brown, and 
Chase. 

Present also: Charles F. Warren, counsel to the subcommittee. 

Mr. THompson. The subcommittee will come to order. We will 
receive testimony today that may enable us to end these hearings 
involving the freight forwarding industry. We are not certain that 
these hearings can be ended and reported upon at this time. 

Mr. Warren. Mr. Chairman, I suggest that the statement of 
Mr. Thomas S. Estes, Deputy Assistant Secretary for Operations, 
Department of State, be incorporated into the record. Also, an 
accompanying letter dated October 24, 1955, addressed to the Depart- 
ment of State from Mr. Harry M. Moran, vice president of the Aero 
Sea Shipping Corp. 

Mr. THompson. Without objection, those two documents will be 
made a part of the record. 


STATEMENT OF THOMAS §S. ESTES, DEPUTY ASSISTANT SECRETARY 
FOR OPERATIONS, DEPARTMENT OF STATE 


Mr. Esres. My name is Thomas 8S. Estes, presently assigned as 
Deputy Assistant Secretary for Operations in the Department of 
State. I have been designated to appear before this committee to 
testify upon matters relating to the United States Despatch Agency 
in accordance with the request contained in the committee’s letter of 
October 20, 1955, addressed to the Secretary of State. 

As a general comment on the General Accounting Office report 
entitled “Report of Investigation of the Use of Private Export Freight 
Forwarders by Departments and Agencies of the United States” 
dated March 1955, the Department of State has found it increasingly 
essential to have direct control over freight shipments for the support 
of its diplomatic and consular posts and shipments made by those posts 
to the United States. Consequently, the Despatch Agency, which 
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serves as the foreign freight division of the Department, performs its 
own forwarding services. Moreover, the Department neither uses 
nor contemplates the use of private freight forwarders or brokers. 

The Department’s response to the specific points raised in the 
committee’s letter of October 20 are as follows: 











1. CREATION AND PURPOSE OF THBP UNITED STATES DESPATCH AGENCY 





The United States Despatch Agency was established by the Depart- 
ment of State at New York City on November 18, 1830, to transmit 
diplomatic mail, newspapers and parcels via ship to diplomatic 
establishments maintained abroad. Previously, such transactions 
were handled by the Collector of Customs at New York City at the 
request of the Secretary of State. In succeeding years, Despatch 
Agencies were established and later discontinued at London, Boston, 
Liverpool and Le Havre. Today the United States Despatch Agency 
is located at New York City, and subordinate offices are maintained 
at New Orleans and San Francisco. Shipments are made via all 
major ports of the United States. 

While diplomatic mail is now handled independently of the Despatch 
Agency, the latter continues as a vital component of the Department 
of State in the support of its 267 diplomatic and consular establish- 
ments. Export and import activities of the Despatch Agency for the 
State Department and the Foreign Service include office, household 
and building supplies, materials and equipment, furniture, furnishings, 
records, publications, exhibits, vehicles and parts, drugs, personal and 
household effects, and the remains of deceased Government employees. 
Some shipments require special security precautions and documenta- 
tion. 

In the past 50 years, numerous other departments, agencies, and 
establishments of the Federal Government have sought the forwarding 
services of the Despatch Agency. Currently, more than 50 percent 
of all shipments are undertaken at the request of such agencies. As 
virtually all Government shipments are either consigned to or 
originate at Foreign Service posts, it appears to be desirable and 
practicable for the shipments of other departments to move under 
established and experienced State Department facilities. 





































2. COST 





The Despatch Agency possesses an authorized personal complement 
of 70 positions. Sixty positions are allocated to the New York 
headquarters, 6 to San Francisco, and 4 to New Orleans. Of the total 
number of positions, 32 are chargeable to the Department’s salaries 
and expenses appropriation, and 38 to administrative support funds 
provided by 3 other Federal agencies through reimbursable agreements. 

During fiscal year 1955, expenses of the Despatch Agency amounted 
to $315,266, including $290,922 for salaries, and $24.344 for miscella- 
neous operating costs, such as overtime compensation, travel, communi- 
cations, supplies and equipment. In the same period, the Despatch 
Agency handled 39,714 shipments, of which 27,757 were exports and 
11,957 imports. The average cost per shipment, or $7.94, is obtained 
by dividing the total cost of salaries and expenses ($315,266) by the 
total number of shipments (39,714). 







FOREIGN FREIGHT FORWARDERS AND BROKERS o 


The foregoing expenditures do not include contributions by the 
General Services Administration in office space and building services 
provided at New York City, New Orleans, and San Francisco, and 
valued at an estimated $10,110.80 during fiscal year 1955. If such 
costs were added to the Department’s expenditures, the average cost 
per shipment would be $8.20. 


3. SHIPMENTS FOR OTHER AGENCIES 


During fiscal year 1955, the Despatch Agency forwarded 23,114 
shipments, or 58 percent of its total, for over 70 other Federal agencies 
These shipments consisted of 14,138 exports and 8.976 imports. 


4. INTERNAL AUDIT 


The Department’s internal audit procedures for the Despatch 
Agency are numerous and varied, with appropriate contributions 
by several areas of the Department. Effective controls and minimum 
costs are achieved by annual budget reviews, periodic analyses of 
budgets and financial plans, reviews of allotment accounts, personnel 
and fund ceilings, property audits, manpower utilization studies via 
positions classification surveys and audits, communications, records, 
and security surveys, and intermittent inspections of functions, 
organization and operating procedures. 

Shipping documents are subjected to a comprehensive preaudit in 
- folling manner: 

W eights and/or measurements are verified against related pack- 
ing iste and other supporting documents. 

2. Classifications and freight rates are checked with the applicable 
tari conference rate schedules. 

3. Computations, extensions and totals are verified for mathemati- 
cal correctness. 

Since November 1955, representatives of the Accounting Systems 
Division, General Accounting Officer, have worked closely with the 
Director, Office of General Services, who has supervisory responsiiblity 
for the Despatch Agency, in reviewing existing administrative and 
operational practices of the Despatch Agency. 


5. POSSIBLE CONSOLIDATION 


The responsibility of the Department of State for the establishment, 
maintenance and operation of its diplomatic and consular posts, 
including the provision of appropriate security measures, requires 
that it continue to operate its own freight forwarding service as it has 
done since 1830. The Department is firm in its conviction, for this 
reason, that the Despatch Agency should not be consolidated with 
any other agency. 

On the other hand, the Department could not object to the relin- 
quishment of the shipments it handles for other agencies. However, 
it is agreeable to continuing them, and, on the same financial ter ms, 
it could absorb civilian shipments now handled by other agencies. 

(The letter referred to follows:) 
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OcToBER 24, 1955. 
The DEPARTMENT OF STATE, 
Despatch Agency of the United States, 
New York, N. Y. 
(Attention: Mr. Howard Fyfe, despatch agent.) 

Dear Sir: Over the years we have conferred a number of times as to the han- 
dling of commercial shipments, which we as freight forwarders process, and your 
Office as the United States Government Despatch Office of the State Department, 
in the handling of Government shipments. We have exchanged comments and 
ideas on this subject. 

The writer, as you know, for over 30 years has been in the transportation field, 
both in the steamship and the freight forwarding and customs brokerage business 
During that period we have handled every variety of exports and imports, and we 
are thoroughly familiar with all details and the operating costs involved under 
present day working conditions. I have also become very familiar with the 
operation of your Agency, and frankly it would be most difficlt to answer your 
question, ‘‘Could the functions of the Despatch Agency be performed by one or 
more commercial freight forwarders. However, with the knowledge and experi- 
ence gained by me I will outline my views on this matter. 

Basically, of course, the freight forwarding operations of the Despatch Agency 
are familiar to those of commercial forwarders. Certain functions are identical 
viz, booking cargo, preparing shipping documents, issuing Instructions to sup- 
pliers, etc. It is my impression, however, that the Despatch Agency renders a 
variety of highly specialized services which would apply solely to the forwarding 
of Government shipments. I have in mind such activities as processing security 
shipments, rendering specialized services on shipments intended for international 
conferences, special missions, ete., maintaining liaison with the many posts abroad 
regarding the changes in marking requirements, import regulations, routings, etc., 
arranging the transportation and necessary formalities involved in the return of 
remains of deceased Government employees; supplying general shipping informa- 
tion to Government activities for budgetary purposes and program planning, 
maintaining stockpiles of certain commodities for future export shipment, main- 
taining records of employees’ shipping allowances, time limitations, and inter- 
preting Government travel and shipping regulations for official travelers; assisting 
disabled employees returning to the United States; and many others. 

Commercial forwarders specialize chiefly in the forwarding of goods involved in 
commercial transactions. The shipments handled by the Despatch Agency, on 
the other hand, are of an entirely different type consisting exclusively of Govern- 
ment property or the personal belongings of Government employees. The com- 
mercial element is entirely lacking. Special regulations and procedures, both here 
in the United States and abroad, are involved. A commercial forwarder could not 
undertake making important changes in his personnel setup, nor could he attempt 
to render the extra services at the usual fee of $12.50 to $15.00 per shipment. In 
any event, certain of the functions would have to be performed by one or another 
agency of the Government. 

Of all the activities of the Government, the Department of State has the most 
extensive overseas program. It is clearly of the utmost importance that the 
Department exert close control over the movement of supplies to and from its 
foreign installations. It would be impossible to exert such control unless the 
forwarding function was performed within the Department. To transfer these 
functions to an outside activity would be contrary to the most basic principles of 
sound management. It would definitely impair efficiency and would result in 
higher costs. 

Furthermore, bear in mind that oné of the most vital sources of income of the 
freight forwarder is the payment of freight brokerage by the steamship lines, con- 
sisting mainly of one and one quarter percent of the total ocean freight involved, 
on a given shipment. On shipments handled through your Agency the brokerage 
would be minute, for practically all of the shipments are small, with a low freight 
earnings. There are also certain formalities to be adhered to with your Agency 
and other Government agencies, which are in addition to the normal routine of 
the freight forwarder. When you handle shipments at cost, and then add to the 
detail work, with no compensation brokerage, obviously this is extremely poor 
business, for the person or persons actually handling such detail can be delegated 
to working on more profitable commercial shipments, which are more simple to 
process and bring in to the company a much higher revenue. 

We have in the past turned down requests for the handling of certain Govern- 
ment agencies, for the work and time involved far exceeded the financial return. 
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Payments of invoices are also made through more complicated channels, than 
commercial transactions where we merely bill the exporter for ocean fre ight and 
other charges and we are paid immediately. We reiterate that your Agency is a 
vital cog in the State Department machinery, and the commercial forwarder is not 
in a position to render the complicated services you do, with no though of hours 
il sawail During the past 30 some odd years we of the freight forwarding and 
steamship fraternity have held your office in the highest esteem. 
Very truly yours, 
AERO SEA SHipPina Corp., 
(Signed) Harry M. Moran, Vice President 

Mr. THompson. We have with us today the Honorable Kenneth H. 
Tuggle, Commissioner of the Interstate Commerce Commission. Mr. 
Tuggle is here today for the purpose of assisting us in determining the 
differences between the problems of domestic freight forwarders and 
brokers, and foreign freight forwarders and brokers. Is Mr. Tuggle 
present? 

Mr. Tucauez. Yes, sir. 

Mr. THompson. We are certainly pleased that you have come 
before our subcommittee, Mr. Tuggle. Will you assume the chair 
at the witness table and identify yourself to the reporter? 


STATEMENTS OF KENNETH H. TUGGLE, COMMISSIONER; LEE R, 
NOWELL, DIRECTOR, BUREAU OF WATER CARRIERS AND 
FREIGHT FORWARDERS; AND THOMAS J. DELANEY, ATTORNEY, 
INTERSTATE COMMERCE COMMISSION 


Mr. Tuaeire. My name is Kenneth H. Tuggle. I am a member 
of the Interstate Commerce Commission and am in administrative 
charge of the Commission’s Bureau of Water Carriers and Freight 
Forwarders. With me is Lee R. Nowell, Director of that bureau, 
who is available for questions concerning the regulation or practices 
of forwarders engaged in handling shipments of property in interstate 
commerce. Also with me is another member of the Commission’s 
staff, Attorney Thomas J. Delaney, who is available for questions 
relative to brokers regulated under part II of the Interstate Commerce 
Act. 

(The rules referred to follow at end of statement:) 

Mr. TuageLte. Domestic freight forwarders are subject to the juris- 
diction of the Interstate Commerce Commission and are regulated 
under part IV of the Interstate Commerce Act. Part IV was added 
to the act in 1942, and thereunder the Commission has issued a number 
of permits authorizing the institution or continuance of operations 
from, to, and between points in the United States. Under the act, 
freight forwarders are designated common carriers and consistent with 
that status they provide service for the general public To be en- 
titled to a permit an applicant must show that it is ready, able, and 
\ Lye. to operate as a forwarder in a given territory and that issuance 

1 permit authorizing service therein will be consistent with the 
- lic interest and the national transportation policy. 

The function of the domestic freight forwarder is the provision of 
through transportation service for small-lot shipments. The service 
consists of the assembling and consolidation of small shipments into 
carload or other volume quantities; the transportation of the consoli- 
dated consignments from the forwarder’s assembly or consolidation 
station to its distribution or break-bulk station; and effecting delivery 
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of the individual shipments. While recognized as an agency of 
transportation, the freight forwarder seldom operates transport 
facilities. It provides service by the use of underlying carriers by 
railroad, highway, water, and air, and in relation to these carriers its 
status corresponds to that of shipper. 

The rates and charges of forwarders generally approximate the 
less-carload or other small-quantity rates of the underlying carriers, 
to which they pay lower rates applicable to consolidated or volume 
consignments. Therefore, the forwarder operates on the spread or 
difference between these rates. 

The forwarder issues bills of lading and is responsible to shippers for 
the transportation of property from point of receipt to ultimate desti- 
nation. It publishes and files with the Commission tariffs showing 
the rates charged for service. In addition forwarders are required to 
carry insurance to cover their responsibility for the safe delivery of 
goods; to make annual and other reports to the Commission; and to 
keep their accounts and records in accordance with regulations pre- 
scribed by the Commission. 

A total of 96 forwarders hold permits to engage in operations subject 
to the Interstate Commerce Act. During the year 1954, those having 
gross revenues of $100,000 or more, handled an aggregate of 4,245,049 
tons of freight. 

As already stated, forwarders, in performing operations as such, 
utilize the services of rail, motor, and water common carriers. For 
these services the forwarder pays the common carrier its published 
rates or charges. Section 409 of the act provides, however, that 
forwarders and motor common carriers may operate under contracts 
governing the utilization by forwarders of the services of motor car- 
riers and the compensation to be paid therefor. Such contracts are 
required to be filed with the Commission and may not cover line-haul 
transportation between concentration points and break-bulk points 
in truckload lots where the line-haul transportation is for a total 
distance of 450 highway miles or more. 

Freight forwarders, as common carriers, specialize in the handling 
of packages or small shipments. Unquestionably, the service is of 
substantial benefit to the shipping public, principally because of 
savings in transportation charges and expedited through service. 
The income of forwarders is derived solely from published rates or 
charges collected from shippers which utilize their services. While 
forwarders may prefer and do use the services of particular underlying 
carriers, to the exclusion of others, they receive no brokerage com- 
missions or other fees from the carriers used. In fact under the stat- 
ute and scheme of regulation of transport agencies it would be unlawful 
for carriers to pay or make refunds to freight forwarders for routing 
traffic over their lines. In no case do they collect brokerage commis- 
sions from carriers in connection with shipments moving in forwarder 
service. To do so would result in defeat of the underlying carrier’s 
rates. A forwarder provides an individual service and in its capacity 
as a common carrier serves the general public, representing neither 
the shipper nor the carrier. 

Property brokers are regulated by the Commission under part II 
of the Interstate Commerce Act. Section 203 (a) (18) of that part 
defines a broker as— 
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any person not included in the term ‘“‘motor carrier’’ and not a bona fide employee 
or agent of such carrier, who or which, as principal or agent, sells or offers for sale 
any transportation subject to this part, or negotiates for, or holds himself or it- 
self out by solicitation, advertisement, or otherwise as one who sells, provides, 
furnishes, contracts, or arranges for such transportation. 

A broker essentially is an intermediary who brings together shipper 
and earrier, and should be distinguished from a freight forwarder 
which consolidates the shipments of several shippers and assumes 
responsibility for forwarding them safely to destination to be there 
distributed to the several consignees, the physical movement being 
over the lines of common carriers. A shipper contracts with a freight 
forwarder to move his goods to destination; a broker does not contract 
with a shipper to move goods but only to arrange for a carrier to do so. 

The background which led to regulation of property brokers is 
covered in some detail in two Commission reports: Copes Broker 

{pplication 27 M. C. C. 153, and Practices of Property Brokers, 
19 M. C. C. 277. Briefly, at the time when motor carriers were 

first brought under Federal regulation in 1935, there had grown up 
with the industry the transportation brokers who solicited : traffic 
from shippers and turned it over to motor carriers. The carriers, 
particularly the many small ones, were poorly equipped to solicit 
traffic directly from shippers. They needed some means of quickly 
obtaining shipments, especially return shipments, when away from 
their home territory. Rather than to go from shipper to shipper in 
search of traffic, carriers resorted to the brokers for quick return loads. 
This was a convenience to both shippers and carriers in theory, but 
abuses brought the service into disrepute. The brokers in effect auc- 
tioned off the traffic to the carrier who offered the highest commission, 
the carrier often realizing only as much or less than the cost of the 
return haul. Incompetent and unreliable carriers were used to the 
shippers’ detriment. 

With the rate regulation of motor carriers that came in 1935, and 
their confinement to those operations specified in their certificates of 
publie convenience and necessity, and the requirement that brokers 
prove that their continued operation would be in the public interest, 
many of the extremely bad practices were eliminated. A num ber 
remained, however, and in 1949 the Commission prescribed regulations 
designed to curb them. 

As stated before, brokers came into being at a time when few ship- 
pers were acquainted with the available motor carrier services, and few 
motor carriers had a sufficient solicitation staff to cover all points. The 
broker today serves principally the small shipper which cannot afford 
the services of a traffic manager acquainted with rates and available 
service, and the small carrier in lieu of a solicitation staff. Presently 
there are in effect 84 property broker licenses. 

Under the Interstate Commerce Act, brokers may operate only 
after obtaining a license from the Commission and posting a bond to 
assure that they carry out their contracts and arrangements. A license 
is issued upon a showing of fitness, w illingness, and ability, and that 
the service will be consistent with the public interest and the national 
transportation policy. The form of their accounts and records may be 
prescribed, and they are open to Commission inspection. 

The regulations prescribed in 1949, among other things, require that 
detailed records of each transaction be kept: that schedules be main- 
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tained and kept open to public inspection showing the maximum 
charge for each brokerage service; that similar se schedules be kept for 
nonbrokerage services showing the minimum charge for all services to 
shippers and the maximum charge for all services to carriers; that 
brokers shall not misrepresent themselves as carriers; and shall not 
receive compensation from a motor carrier as to brokerage services per- 
formed in connection with shipments in which the broker has an inter- 
est or the routing of which he controls through the performance of 
nonbrokerage services for the shipper. Copies of these regulations 
are available for circulation. 

Rule 10 of the broker regulations specifies certain “duties and 
obligations” of property brokers. These require that they fairly 
protect the interests of shippers by advising as to the transportation 
services that will best meet the shippers’ needs; that there be no mis- 
representation of carriers regarding shipments; that a charge be not 
made against both the carrier and the shipper without first advising 
both parties as to the amount and basis for the charge; that they 
exercise due diligence in carrying out their undertakings; and that 
they promptly pay over any moneys collected or receiv ed on behalf of 
others 

The commissions paid to him by motor carriers are a broker’s 
principal source of income for brokerage services. At least until the 
time the Commission’s broker regulations were prescribed, it was not 
often that a shipper paid for the services of a broker, the latter being 
glad to arrange transportation for the shipper without charge since 
he could obtain a good profit from the commission paid by the carrier. 
The regulations were designed with a view to assuring that both the 
carrier and the shipper pay a reasonable charge for the particular 
brokerage service rendered for their benefit. 

Brokers also generally engage in sidelines which the regulations 
refer to as nonbrokerage services. For shippers these may consist of 
warehousing, sorting, packing, checking freight bills, and handling 
claims. For carriers the brokers may arrange the leasing of vehicles, 
perform pickup and delivery, prepare billing, collect charges, and the 
like. These may well return more profit to the broker than his 
brokerage business, and because of the obvious ease of circumventing 
the maximum charge regulations on brokerage services through mani- 
pulation of the charges for nonbrokerage services the Commission 
covered them in the regulations, requiring that the minimum charges 
to shippers and the maximum charges to carriers be set forth in 
schedules. 

The Commission has taken the view that it is not improper for a 
broker to represent both the carrier and shipper as to a single trans- 
action, so long as the fact is known to both parties. Each party should 
pay for the services which redound to his benefit, and where both are 
benefited, it is thought that both should pay. In order that there will 
be no misunderstanding, rule 10 (ec) requires that compensation may 
not be accepted from both parties on the same shipment without first 
advising both as to the amount and the basis for the payment by the 
other. 

In the 1940 Copes decision, previously referred to, the Commission 
considered at some length the question of brokers being compensated 
by carriers to whom they furnish shipments. The Commission con- 
cluded that of itself this was not improper, saying: 
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Everything considered, we are convinced that brokers of transportation by 
motor vehicle occupy a legitimate place in the transportation system and render to 
numerous Carriers serv.ces indispensable to efficiency and economy of operation 
and to flexibility and expedition in service, which these carriers lawfully can and 
should pay for, subject to such rules and regulations as may hereafter be prescribed 
by us. 

As we have seen, in 1949 the Commission by regulation required 
that maximum charges be fixed and observed, and it prohibited the 
acceptance of compensation by a broker from a carrier for brokerage 
service as to traffic which the broker owns or the routing of which he 
controls by reason of nonbrokerage services rendered to the shipper. 

In reaching the conclusion that carriers may compensate brokers 
for services rendered, the Commission pointed out that under the 
statute and the court interpretations, even shippers lawfully may 
be compensated by carriers for services which the shippers render in 
connection with the carrier’s transportation services, such as fur- 
nishing terminal space, equipment, ligbterage service, and the Jike. 
So long as the charges paid by the carrier are reasonable and no dis- 
crimination is practiced, such payments have been recognized as not 
improper. Where brokers furnish services in connection with the 
transportation, such as solicitation, quoting rates, making out billing, 
sorting freight, and so forth, it was thought the carrier rightfully 
should pay them. 

The Commission suggested that to condemn such payments as 
unlawful would likely put brokers out of business despite the carriers’ 
need for them, since they could not exist on what little the shippers 
would be willing to pay them for services which principally benefit 
the carriers. It was contended by some that brokers might divide 
such carrier payments with shippers and thereby accomplish unlawful 
rebates, but the Commission said thet all payments should not be 
prohibited because some might engage in violations. It was said that 
close scrutiny would be given all applications for licenses and those 
denied where services of real value to the carrier are not to be given. 
That the Commission has done this is illustrated by such cases as 
Friedman Broker Application, 44 M. C. C. 631 and 46 M. C. C, 252. 

It is clear that no part of the payment from the carrier to the 
broker may find its way back to the shipper even through indirect 
means, for that would constitute a prohibited rebate. There are no 
court cases involving brokers’ fees, but in analogous instances it has 
been so held. In Spencer Kellog & Sons, Inc. v. U. S., 20 Fed. 2d 
459, a corporation was elevating grain moving on a through rate 
from lake boats to rail cars, for which service it was paid an agreed 
amount by the railroad. In order to induce certain shippers to route 
their shipments so that they would pass through its elevator, the 
corporation agreed to refund to them one-half of the railroad pay- 
ment. It was convicted of giving an unlawful rebate. 

In U. S. v. Milwaukee Refrigerator Transit Co., 145 Fed. 1007 a 
brewing company affiliate which controlled the routing of the brew- 
ing company’s shipments was found to be in violation of the Elkins 
Act in demanding and receiving a percentage of certain rail carriers’ 
published rates as a consideration for routing the traffic over their 
lines. In Lehigh Valley R. Co. v. U. S., 243 U.S. 444 an importer- 
forwarder was being paid a salary and a percentage of the published 
rates by a railroad as an inducement to ship over the railroad’s lines. 
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tained and kept open to public inspection showing the maximum 
charge for each brokerage service; that similar schedules be kept for 
nonbrokerage services showing the minimum charge for all services to 
shippers and the maximum charge for all services to carriers; that 
brokers shall not misrepresent themselves as carriers; and shall not 
receive compensation from a motor carrier as to brokerage services per- 
formed in connection with shipments in which the broker has an inter- 
est or the routing of which he controls through the performance of 
nonbrokerage services for the shipper. Copies of these regulations 
are available for circulation. 

Rule 10 of the broker regulations specifies certain “duties and 
obligations” of property brokers. These require that they fairly 
protect the interests of shippers by advising as to the transportation 
services that will best meet the shippers’ needs; that there be no mis- 
representation of carriers regarding shipments; that a charge be not 
made against both the carrier and the shipper without first advising 
both parties as to the amount and basis for the charge; that they 
exercise due diligence in carrying out their undertakings; and that 
they promptly pay over any moneys collected or received on behalf of 
others. 

The commissions paid to him by motor carriers are a broker’s 
principal source of income for brokerage services. At least until the 
time the Commission’s broker regulations were prescribed, it was not 
often that a shipper paid for the services of a broker, the latter being 
glad to arrange transportation for the shipper without charge since 
he could obtain a good profit from the commission paid by the carrier. 
The regulations were designed with a view to assuring that both the 
carrier and the shipper pay a reasonable charge for the particular 
brokerage service rendered for their benefit. 

Brokers also generally engage in sidelines which the regulations 
refer to as nonbrokerage services. For shippers these may consist of 
warehousing, sorting, packing, checking freight bills, and handling 
claims. For carriers the brokers may arrange the leasing of vehicles, 
perform pickup and delivery, prepare billing, collect charges, and the 
like. These may well return more profit to the broker than his 
brokerage business, and because of the obvious ease of circumventing 
the maximum charge regulations on brokerage services through mani- 
pulation of the charges for nonbrokerage services the Commission 
covered them in the regulations, requiring that the minimum charges 
to shippers and the maximum charges to carriers be set forth in 
schedules. 

The Commission has taken the view that it is not improper for a 
broker to represent both the carrier and shipper as to a single trans- 
action, so long as the fact is known to both parties. Each party should 
pay for the services which redound to his benefit, and where both are 
benefited, it is thought that both should pay. In order that there will 
be no misunderstanding, rule 10 (c) requires that compensation may 
not be accepted from both parties on the same shipment without first 
advising both as to the amount and the basis for the payment by the 
other. 

In the 1940 Copes decision, previously referred to, the Commission 
considered at some length the question of brokers being compensated 
by carriers to whom they furnish shipments. The Commission con- 
cluded that of itself this was not improper, saying: 
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Everything considered, we are convinced that brokers of transportation by 
motor vehicle occupy a legitimate place in the transportation system and render to 
numerous carriers serv.ces indispensable to efficiency and economy of operation 
and to flexibility and expedition in service, which these carners lawfully can and 
should pay for, subject to such rules and regulations as may hereafter be prescribed 
by us. 

As we have seen, in 1949 the Commission by regulation required 
that maximum charges be fixed and observed, and it prohibited the 
acceptance of comp ensation by a broker from a carrier for brokerage 
service as to traffic which the broker owns or the routing of which he 
controls by reason of nonbrokerage services rendered to the shipper. 

In reaching the conclusion that carriers may compensate brokers 
for services rendered, the Commission pointed out that under the 
statute and the court interpretations, even shippers lawfully may 
be compensated by carriers for services which the shippers render in 
connection with the carrier’s transportation services, such as fur- 
nishing terminal space, equipment, Jigbterage service, and the Jike. 
So long as the charges paid by the carrier are reasonable and no dis- 
crimination is practiced, such payments have been recognized as not 
improper. Where brokers furnish services in connection with the 
transportation, such as solicitation, quoting rates, making out billing, 
sorting freight, and so forth, it was thought the carrier rightfully 
shout pay them 

The Commission suggested that to condemn such payments as 
unlawful would likely put brokers out of business despite the carriers’ 
need for them, since they could not exist on what little the shippers 
would be willing to pay them for services which principally benefit 
the carriers. It was contended by some that brokers might divide 
such carrier payments with shippers and thereby accomplish unlawful 
rebates, but the Commission said thet all payments should not be 
prohibited because some might engage in violations. It was said that 
close scrutiny would be given all applications for licenses and those 
denied where services of real value to the carrier are not to be given. 
That the Commission has done this is illustrated by such cases as 
Friedman Broker Application, 44 M. C. C. 631 and 46 M. C. C. 252. 

It is clear that no part of the payment from the carrier to the 
broker may find its way back to the shipper even through indirect 
means, for that would constitute a prohibited rebate. There are no 
court cases involving brokers’ fees, but in analogous instances it has 
been so held. In Spencer Kellog & Sons, Inc. v. U. S., 20 Fed. 2d 
459, a corporation was elevating grain moving on a through rate 
from lake boats to rail cars, for which service it was paid an agreed 
amount by the railroad. In order to induce certain shippers to route 
their shipments so that they would pass through its elevator, the 
corporation agreed to refund to them one-half of the railroad pay-. 
ment. It was convicted of giving an unlawful rebate. 

In U. S. v. Milwaukee Refrigerator Transit Co., 145 Fed. 1007 a 
brewing company affiliate which controlled the routing of the brew- 
ing company’s shipments was found to be in violation of the Elkins 
Act in demanding and receiving a percentage of certain rail carriers 
pees rates as a consideration for routing the traffic over their 
ines. In Lehigh Valley R. Co. v. U. S., 243 U.S. 444 an importer- 
forwarder was being paid a salary and a percentage of the published 
rates by a railroad as an inducement to ship over the railroad’s lines. 
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The forwarder performed various useful tasks for the railroad abroad, 
such as advertising and soliciting traffic. The court held that the 
importer was a shipper and that these were not services for which 
shippers could be compensated by carriers, they not being part of 
the transportation service. 

In the last two cases it will be noted that the persons to whom the 
payments were made, though not the owner of the goods, had the 
status of a shipper. The last case is authority for the statement 
made earlier that carriers may not pay commissions to forwarders 
to induce the latter to use the carrier’s service. In discussing the 
first case in the Copes report the Commission said: 


This decision, while authority for the proposition (with which we agree) that 
no broker’s license should be granted to any applicant having any shipper affilia- 
tions, clearly does not condemn a carrier’s payment of a reasonable compensa- 
tion, for services received, to an independent broker of transportation, a type of 
enterprise probably unknown at the time of the decision. 


Where a broker is a shipper, or an affiliate of a shipper, or stands 
in the position of a shipper by reason of his control over the traffic, 
the payment of a commission to induce him to route shipments over 
a carrier’s lines would be improper. Such payments are prohibited 
either by the statute or by the regulations. 


RvuLes AND REGULATIONS GOVERNING THE PRACTICES OF BROKERS OF 
TRANSPORTATION OF PROPERTY 


Prescribed in Ex Parte MC-39, 49 M. C. C. 277 and 53 M. C. C. 633, under 
sections 204 (a) (4) and 211 (c) of the Interstate Commerce Act, effective Sep- 
tember 2, 1952. Code of Federal Regulations citations are given. 


Rule 1 (49 C. F. R. 167.1) Applicability 


These rules and regulations apply, to the extent provided herein, to all brokers 
as defined in rule 2. 


Rule 2 (49 C. I. R. 167.2) Definitions 


As used in these rules and regulations the following terms shall have the 
meanings indicated: 

(a) ‘‘Broker’’ means any rerson defined in section 203 (a) (1) of the Interstate 
Commerce Act, who, as princinal or agent, for compensation, sells or offers for 
sale transnortation subject to part IT of the Interstate Commerce Act, other than 
transportation of passengers and their baggage, or makes any contract, agree- 
ment, or arrangement to rrovide, procure, furnish, or arrange for such transrorta- 
tion or shall hold himself out by advertisement, solicitation, or otherwise as one 
who sells, provides, procures, contracts, or arranges for such transrortation; 
Provided, however, That the term “broker’’ shall not include any person who 
holds himself out as a carrier by motor vehicle or any bona fide em™loyee or 
agent of such person, insofar as concerns shipments which such person is avthor- 
ized to transport in whole or part and which such person has accented pursuant 
to a holding out to transport and has legally bound himself by contract to transport 
in whole or in rart. 

(b) ‘Motor Carrier’? means a common or contract carrier by motor vehicle of 
property as defined in section 203 (a) (14) and (15), respectively, of the Interstate 
Commerce Act. 

(ec) ‘‘Transportation” means transportation of property by motor vehicle per- 
formed for compensation by a motor carrier operating under the provisions of the 
second proviso of section 206 (a) of the Interstate Commerce Act or by a motor 
carrier which is required by sections 206 or 209 of the act to hold a certificate or 
permit a»thorizing sich transportation. 

(d) “Brokerage” or “brokerage service’”’ means the selling or oflering for sale of 
transvortation; or the making of any contract, agreement, or arrangement to 
provide, procure, fvrnish, or arrange for transportation; or the holding out by 
advertisement, sclicitation, or otherwise, to sell, provide, procure, contract, or 
arrange for transportation, for compensation, by a broker as defined in 2 (a) above. 
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(e) “Nonbrokerage service’’ means any service which is not a “brokerage 
service,”’ as defined in this rule, and which is furnished by a broker to, for, or on 
behalf of, a motor carrier or consignor or consignee of shipments moving by motor 
vehicle. 

(f) ‘A bona fide agent,’ as distinguished from a broker, is a person who is part 
of the normal organization of a motor carrier and performs his duties under the 
direction of the carrier pursuant to a preexisting agreement with the carrier pro- 
viding for a continuing relationship between them and precluding the exercise of 
discretion on the part of the agent in allocating traffic as between the principal 
and others. 


Rule 3 (49 C. F. R. 167.3) Records to be kept by brokers 


Each broker shall keep and retain for a period of three years an exact record of 
each transaction in which he participates, which records shall show for each 
transaction: 

(a) Name and address of the consignor. 

(b) Name, address, and the lead or principal docket number of the originating 
motor carrier. 

(c) Bill of lading or freight bill number. 

(d) Description of commodity or commodities, weight, rate, and tariff reference. 

(e) Date of shipment. 

(f) Origin and destination of shipment. 

(gz) Amount of compensation received by the broker for brokerage service 
furnished and from whom it was received. 

(h) Description of any non-brokerage service performed in connection with 
each particular shipment or otherwise, amount of compensation received for such 
service, and from whom such compensation was received. 

(i) If freight charges are collected by the broker, the record shall show, for 
shipment, the amount collected and the date of payment to the carrier. 


Rule 4 (49 C. F. R. 167.4) Carrier’s operating authority 


In the execution of any contract, agreement, or arrangement to sell, provide, 
procure, furnish, or arrange for any transportation by motor vehicle, no broker 
shall employ, or allocate, or surrender any shipment to any carrier by motor 
vehicle who, or which, cannot lawfully transport it either to destination or to a 
normal point of interchange with a connecting carrier. 


Rule & (49 C. F. R. 167.5) Charges for brokerage service 


(a) Fach broker shall maintain and keep open for public inspection at each 
place of business which he maintains, a schedule stating his maximum charge for 
each brokerage service which he holds out to perform, and 

(b) No broker shall charge or collect any more for any brokerage service than 
his maximum charge therefor as contained in his schedules maintained pursuant 
to paragraph (a) of this rule. 


Rule 6 (49 C. F. R. 167.6) Charges for nonbrokerage services 


(a) Fach broker shall maintain and keep open for public inspection at each 
place of business which he maintains, schedules (1) stating his minimum charge for 
each nonbrokerage service which he holds himself out to perform for shippers, 
consignors, or consignees, and (2) stating his maximum charge for each nonbroker- 
age service which he holds himself out to perform for carriers. 

(b) No broker shall furnish any nonbrokerage service other than those for 
which the minimum or maximum charge is contained in his schedule nor shall any 
broker charge or collect from any shipper, consignor, or consignee any less, or 
from any carrier any more, for any nonbrokerage service performed than his 
—e or maximum charge for such service as contained in his maintained 
schedules. 


Rule 7 (49 C. F. R. 167.7) Misrepresentation 


(a) No broker shall perform any brokerage service or hold himself out to perform 
such service, by advertisment or otherwise, in any name other than that in which 
his license is issued. 

(b) No broker shall directly or by implication represent himself to be a carrier 
in respect of any service which he does not hold authority as a carrier to perform. 

(c) No broker shall advertise in any manner offer of service as a broker without 
showing in such advertisement his status as a broker in type which is clear and 
bold and equally as large as any other in the same advertisement. 
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Rule 8 (49 C. F. R. 167.8) Billing 


(a) No broker shall, in any name except that of a carrier, issue any bill of 
lading, freight bill, or other document which is appropriate only for use by a 
carrier transporting or agreeing to transport a shipment. 

(b) No broker shall issue any order for service or any other document ap- 
propriate for use by brokers which does not clearly show thereon the name and 
address of the broker and that it is executed as a broker of transportation in type 
which is clear and bold and equally as large as the name of the issuing broker. 


Rule 9 (49 C. F. R. 167.9) Rebating 


(a) No broker shall charge or receive compensation from a motor carrier for 
brokerage service performed in connection with any shipment which he owns or 
in which he has a material interest, or the routing of which he controls by reason 
of any affiliation with, or nonbrokerage relationship to, the shipper, consignor, or 
consignee as traffic consultant or otherwise, or which he controls by reason of 
his performance for the shipper, consignor, or consignee of nonbrokerage services, 
as defined in these rules. 

(b) No broker shall pay, give, or offer to pay or give, directly or indirectly, 
anything of value, except ordinarily used inexpensive, advertising specialties, to 
any shipper, consignor, consignee, or to any officer or employee of a shipper, 
consignor, or consignee. 


Rule 10 (49 C. F. R. 167.10) Duties and obligations of brokers 


(a) A broker shall fairly protect the interest of any shipper employing his 
services by providing, or advising the shipper of, the transportation services 
which, because of rates, schedules, type of motor carrier, or otherwise, will best 
meet the needs of the shipper, and no broker shall misrepresent or make false 
promises to any shipper with respect to the service rendered or to be rendered 
by any motor carrier. 

(b) No broker shall knowingly misrepresent to a motor carrier the commodity 
to be transported or otherwise give to a motor carrier incorrect information which 
may affect the applicable charges for any particular transportation service. 

(c) No broker shall charge or accept compensation from both a shipper and a 
motor carrier in connection with the same shipment, whether for brokerage or 
nonbrokerage service, without first advising both parties of the amount and basis 
for the charge or payment by the other. 

(d) A broker shall exercise due diligence to carry out any undertaking to 
arrange for desired transportation, to carry out the terms of its arrangements 
with any shipper or motor carrier, and to pay promptly any moneys received by 
him for such shipper or motor carrier. 

(e) Any freight charges collected by a broker shall be paid in full to the carrier 
or carriers employed by him, without deduction for any amount due to him from 
such carrier or carriers. 

Rule 11 (49 C. F. R. 167.11) Transfer of brokers’ licenses 
A license issued a broker may be transferred, if approved by the Commission, 


upon application and proof that the transferee is fit, willing, and able to perform 
the duties, and that the transfer will not be contrary to the public interest. 


Rule 12 (49 C. F. R. 167.12) Corporations and associations ho'ding brokers’ licenses 

A change in the control of a corporation or association holding a broker’s 
license may be accomplished only with the approval of the Commission upon 
application and proof that the change in control will not be contrary to the 
public interest. 
Rule 13 (49 C. F. R. 167.13) Accounting 

Each broker who engages in any other business, whether as a carrier, ware- 
houseman, or otherwise, shall keep and maintain his accounts in such manner 
that the revenues and expenses pertaining to his brokerage operations will be 
segregated from those of his other operations. Expenses that are common to 
his brokerage and other operations shall be allocated to each on an equitable 
basis, and the broker shall be prepared to show at any time and to report to the 
Commission when required the allocation of such common expenses and the basis 
of the allocation. 


Mr. Tuompson. Mr. Tuggle, part of the consideration of this sub- 


committee is to determine whether or not Government agencies 
should utilize the services of freight forwarders, and whether or not 
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the Government agencies so utilizing these services should pay them, 
for the forwarding part of the operation. 

Do you know of cases involving forwarders under your regulations 
where Government shipments are made? 

Mr. TuaGue. I don’t recali any. Perhaps Mr. Delaney may have 
some recollection. 

Mr. Devaney. The foreign freight forwarder and our freight 
forwarder are quite different people. Mr. Nowell could tell you that. 
They operate quite differently. The Government paying one of our 
freight forwarders, of course, is perfectly proper. The Government 
utilizes the freight forwarder’s services sometimes in order to get small 
packages sent; but your type of freight forwarder is something quite 
different. 

Mr. THompson. That is quite right. In cases where a Government 
agency does utilize the services of a domestic freight forwarder or 
property broker, is it proper for the Government to pay for such 
services as it receives, or should the Government assume that the 
forwarder is adequately compensated from brokerage received? 

Mr. Detanry. Well, it would depend on whether or not the broker, 
the person receiving the money, was rendering a service to the Govern- 
ment for which he might be paid, a service of value to the shipper. 
That is the way the Commission has considered our brokerage, that 
they may and must collect from the shipper where they render a 
service of value to the shipper. 

Mr. THompson. So they must collect under your regulations if 
they render a service of value. Would it be considered a rebate to 
the shipper if forwarder fees were waived in consideration of broker- 
age payment? 

Mr. Devaney. No. If the forwarder waived payment by the Gov- 
ernment to him because he was being paid by the ship line? 

Mr. THompson. Yes. 

Mr. Detaney. No, I don’t see that there would be any rebate from 
the ship line to the Government in a case like that. 

Mr. THompson. Yet the shipper, which in this case would be the 
Government, would be receiving a service which otherwise would be 
costly or involve some expense. 

Mr. Deanery. If the broker is rendering a service to the ship 
line and also rendering a service to the Gove rmment, he ought to be 
paid by both. 

Mr. TuHompson. That is the point I asked. Would you consider 
then that it would be unfair if the Government, as shipper, rec si 
services, the payment for which was waived by the forwarder 
consideration of brokerage? 

Mr. Detanrey. The Commission so held in our case with our brokers, 
that that would be wrong, that it was improper. 

Mr. THompson. Under your regulations, then, any services re- 
ceived by a shipper should be paid for by the shipper? 

Mr. Dexaney. Correct. That is right, and the broker could not 
waive them. If he does waive them in consideration of getting the 
traffic, then he may not collect a brokerage commission from the 
carrier. 

Mr. Txompson. That is the point I wanted to bring out. 

Are there any questions? 
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Mr. Chairman, we are happy to see you here this morning. Have 
you any questions? 

Mr. Bonner. No. 

Mr. Tompson. Counsel. 

Mr. Warren. Mr. Commissioner, I would like to talk about do- 
mestic freight forwarders in an attempt to ascertain any analogies, 
if any, to foreign freight forwarders. I will direct questions to either 
you or Mr. Nowell at your pleasure. 

As I understand, a domestic freight forwarder, under part IV of 
the Interstate Commerce Act, is simply a common carrier? 

Mr. Tueeue. That is right. 

Mr. Warren. As to his relation with shippers, is he considered a 
common carrier or is he considered an agent? 

Mr. Tuaeue. He is considered a common carrier and issues his 
own bills of lading. 

Mr. Warren. He issues his own bills of lading; he assumes legal 
responsibility over the transportation from the time he receives the 
shipment until final destination; is that correct? 

Mr. Tuaeuie. That is right. 

Mr. WarreEN. Does he own title to the goods? 

Mr. Tuaeue. No; I would not say so. 

Mr. Warren. In his relation with the underlying carriers whicn 
he utilizes, is he considered a common carrier or is he considered a 
shipper? 

Mr. Tuaeue: Well, I would say the carriers would regard him as 
a shipper. They are dealing with him. 

Mr. Warren. Then, if a carrier paid him a commission, they 
would be paying a commission to a shipper, and under the rebate 
provision of the Commerce Act, such would be an unlawful act, 
is that correct? 

Mr. Tuaate. It would be unlawful. 

Mr. Warren. In your opinion, is that the theory of the Lehigh 
Valley case? 

Mr. Tuaate. Yes, I think so. 

Mr. Warren. Is that the sole reason that a brokerage commission 
is precluded from payment under the Lehigh Valley case; the fact 
that this man is a shipper in his relation with the underlying carrier? 

Mr. Tuaeue. I don’t know whether it is the sole reason or not, 
but it is certainly the rationale of that case. 

Mr. Warren. Can you think of any other reason why an under- 
lying carrier should be precluded from paying such a commission? 

Mr. Tuaate. No, I think fundamentally it is a question of rebate 
or concession. 

Mr. Warren. Now, you have stated that he is a shipper in respect 
to the underlying carrier. 

Mr. Tuceue. Of course, this is a fiction of the law, you understand, 
that he is a shipper. 

Mr. Warren. His name appears on the bill of lading. 

Mr. Tuaeue. It appears as such. 

Mr. Warren. It would impose an impossible task for each carrier 
to ascertain whether he is actually a shipper. Is that the rationale? 

Mr. Tuee.e. That is right. 

Mr. Warren~ Now, when we say he is a shipper, it does not mean 
that he has title or beneficial interest in the goods of the shipper? 
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Mr. Tuaaue. He does not. 

Mr. WarrEN. From the moment he gets the parcels from the 
shippers with whom he deals, do those parcels lose their identify 
as shipments until they have arrived at destination? 

Mr. Tuaeue. Yes, they are commingled with all other small ship- 
ments, small lots. 

Mr. Warren. Now, does the domestic forwarder deal with the 
consolidation of less-than-carload and less-than-truckload shipments? 

Mr. Tuaete. That is his primary business. 

Mr. Warren. Would he have any function to perform if he repre- 
sented a shipper who had a carload lot to transport? Is he employed 
where carload lots are involved, or is he confined to the less-than- 
carload situation? 

Mr. Tuaate. I don’t think he is confined to it exclusively, but 
virtually all of it would be less-than-carload shipment. 

Mr. THompson. Is it not true that that is where the saving would 
accrue to the small shipper, by using the services of one who con- 
solidates shipments? 

Mr. Tuaeue. That is the essence of it, to consolidate it and get a 
volume rate; and he operates on the spread between that rate and 
what the shipper would have to pay. 

Mr. Tuoompson. Is that one of the basic differences between the 
foreign and domestic forwarder? 

Mr. Tucan. That is right. In the case of the freight forwarder 
he assumes the primary task of transportation, and, in theory at 
least, becomes a shipper and is responsible for the ultimate delivery 
of the shipment to the consignee. 

Mr. Warren. The less-than-carload rate, of course, is higher than 
the carload rate, and the difference in the spread between the two 
is the basis of his tariff, is that correct? 

Mr. Tuaeue. That is correct. 

Mr. Warren. Of course, we know that domestic forwarders solicit 
railroads and truck lines for the shipments to move upon, and we know 
that the carriers cannot pay a commission for the mere selection of 
their line. In reality, then, isn’t the shipper who pays this tariff 
to the domestic forwarder paying for the placing of the cargo on an 
underlying carrier? Isn’t that one of the elements of his tariff? 

Mr. Tuaeue. I am not sure that I got the question. Would you 
mind repeating it? 

Mr. WarrEN. One of the things that a domestic forwarder does is 
to utilize underlying carriers. Now, when he utilizes an underlying 
carrier, he has discretion in choosing the carrier. Is the payment 
made to the domestic forwarder by the shipper in part a payment 
for the service of selecting the carrier? Is that one of the reasons the 
payment is made? 

Mr. Tuaeue. I don’t think the selection of the carrier by the freight 
forwarder enters into it, no. 

Mr. Warren. It is the total service, the consolidation, that which 
is required in the assumption of common-carrier liability imposed by 
part IV? 

Mr. Tuaaue. That is right. 

Mr. Warren. Mr. Chairman, I have no further questions with 


regard to domestic forwarders. I would like to proceed with property 
brokers. 
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Mr. Tuompson. Are there any further questions by members of 
the committee? 

Mr. WarrEN. I understand, Commissioner, that there are historical 
reasons which account for the development of the property broker in 
interstate commerce. Would you briefly relate their background and 
why they came into being? 

Mr. Tuaaie. Well, of course, the motor-carrier industry is relatively 
new in the United States and it began to grow and develop and 
become a factor in moving traffic about in the twenties and early 
thirties. There were no large carriers. There were very few ter- 
minals. Most of the top operations perhaps were started by a man 
with 1 or 2 trucks. He did not have a traffic manager. He did not 
have a freight solicitor, and at that time the broker filled an economic 
need in that he could furnish the services, obtain traffic for the small 
carriers who did not have the facilities; but, because of the very scope 
of it and because of the fact that the broker would shop around and 
deal with different carriers and try to get the best rate, a good many 
abuses came up and they also were able, because they performed a 
number of nonbrokerage services, to obtain the control of the routing 
of the traffic. For those and some other related reasons is why it 
became necessary to bring them under regulation and to formulate 
some rules. 

Mr. Warren. In your opinion, at that time did the carrier and the 
shipper truly come together as a result of the broker’s activity? 

Mr. Tucete. Well, I would say they did, yes. He arranged for 
that. 

Mr. Warren. Is that so today? 

Mr. Tuaeue. Well, to a considerable extent, yes, sir, because the 
broker is selling transportation, arranging for it. 

Mr. Warren. Is it correct that this broker deals basically with 
small motor carriers who cannot afford solicitation expense, and who 
truly need a middleman to intercede for them in the obtaining of 
shipments? 

Mr. Tveere. That is right. That is the class of business he is 
engaged in. 

Mr. Trompson. Another factor that I think should be pointed 
out is that in most cases there are no scheduled times of arrival or 
departure for these carriers, is that true? 

Mr. Tueate. That is true. <A great amount of this is irregular 
route stuff, occasional shipments. 

Mr. Warren. I notice in Practices of Property Brokers, one of 
your investigations on property brokers, that in 1946, 154 property 
broker licenses were issued and 857 licenses were denied. Now, that 
seems like a lot of licenses that were denied. 

Mr. Tuaeue. Well, it does, but you must remember that when 
they were brought under regulation there was a grandfather clause 
in the act so that everybody filed, motor carriers and employees of 
motor carriers and people, just to protect their status, made applica- 
tion although they couldn’t qualify as brokers. 

Mr. Warren. In looking over your regulations, prescribed to 
regulate property brokers, I observe that you have defined the term 
“broker” as meaning any person defined in the act “who as principal 
or agent, for compensation, sells or offers for sale transportation 
subject to part IT,” and so forth. I find further that, in rule 2 (d), 
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you have defined “brokerage service’ and “brokerage,” as meaning 
“the selling or offering for sale of transportation; or the making of 
any contract, agreement, or arrangement to provide, procure, furnish, 
or arrange for transportation;’’ and so forth. 

In rule 2 (e), you have defined nonbrokerage service and you have 
stated that a nonbrokerage service is anything that is not a brokerage 
service. But, you have not undertaken specifically to state what a 
nonbrokerage service is. However, you did say that it might inure 
to the benefit of the carrier or the consignor-shipper. I take it at that 
point, sir, that a nonbrokerage service may be for the sole, primary, 
or principal benefit of the shipper on the one hand, and, on the other 
hand, for the sole, primary, or principal benefit of the carrier; is that 
correct? 

Mr. Tueate. That is right; yes, sir. Of course, the reason it is 
necessary to distinguish between them clearly is that, by the per- 
formance of nonbrokerage services, it is possible for the broker to get 
control of the traffic, by rendering these other sideline things. 

Mr. Warren. Then, you define a bona fide agent as one who 
apparently is a member, by preexisting agreement, of the carrier’s 
staff. He, it appears, would be synonymous to the solicitor who 
serves ocean carriers’ staffs and who solicits exclusively for the partic- 
ular carrier? 

Mr. Tuaete. Well, he is an employee of the carrier. 

Mr. WarrEN. You say that a brokerage service means the selling 
or offering for sale of transportation. Factually, what does that 
mean? 

Mr. Tuae.e. Well, it consists of determining the method, the 
agency of transportation, the rate and the time of pickup and the 
time of delivery, and things of that kind. The broker determines 
that as a part of his service. 

Mr. Warren. Give us some examples of a nonbrokerage service 
performed for the benefit of the shipper, and then some performed 
for the benefit of the carrier. 

Mr. TuaaG.e. It is covered here in my statement pretty well. 

Would you like for me to elaborate on it? 

Mr. Devaney. There are several instances covered in this state- 
ment. 

Mr. Warren. Would you state them, please? 

Mr. Deanery. The statement says: ‘For carriers the brokers may 
arrange the leasing of vehicles, perform pickup and delivery, prepare 
billing, collect charges, and the like.”’ 

Incidentally, right at this time, in that next line on page 9 there is 
a typographical error. It says: ‘“These may well return more profit 
to the carrier than his brokerage business * * *.’”’ It should be 
“these may well return more profit to the broker than his brokerage 
business.” 

Mr. Warren. I notice that you require under rule 5 that brokers 
state for public inspection their maximum charge for brokerage 
service. 

What did the Commission have in mind? 

Mr. Detanery. The maximum charge for brokerage services? 

Mr. Warren. Yes. 

Mr. Deanery. The Commission right in its report that accompa- 
nied these rules said that it was not practical to attempt to list the 
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brokerage services that a broker renders, what those services are. 
They did attempt to list some of the nonbrokerage services. The 
best I could figure from the report is that it was not practical to do it. 
If they could not do it, I do not feel capable of doing it, but there 
are such things, as Commissioner Tuggle says, where in some instances 
you may solicit the traffic; you may hold it available to the carriers; 
you have a place of business where carriers know they can come and 
obtain shipments in somewhat the nature as some other type of 
broker. He has a list of things available for people to buy. 

Mr. Warren. What is his usual commission? 

Mr. Devaney. Well, it varies according to the type of traffic 
usually. On household goods, the Commission has said that at times 
it had reports of 35 percent, but that is out of line, you might say. 
I think the normal brokerage commission for household goods is an 
ably 20 percent, and the household goods is your great amount of 
brokerage. Practically five times as many household goods brokers 
are in existence as general commodity brokers. 

Mr. Warren. As I understand it, the property broker performs a 
brokerage service between shipper and carrier. In addition, in respect 
to the same shipment, he may also perform a nonbrokerage service 
which inures to the benefit of the shipper for which the shipper must 
pay, and he may on the same transaction perform a nonbrokerage 
service for the benefit of the carrier for which the carrier must pay 
in addition to the brokerage fee; is that correct? 

Mr. Deanery. No, there is no requirement that the carrier pay 
him for nonbrokerage services. 

Mr. Warren. True, but if it is rendered to the carrier, then the 
carrier would pay, wouldn’t it? 

Mr. Dertanry. I assume he would. The Commission does not 
require that he pay him. We were not concerned with the carrier 
paying the broker for nonbrokerage service because he is paying him 
enough as it is. 

Mr. Tuompson. But there is no provision for payment of an amount 
in excess of the brokerage fee? 

Mr. Deanery. No. 

Mr. Tuompson. Has there ever been an inclination by the Commis- 
sion, Commissioner Tuggle, to set a maximum on brokerage? 

Mr. Tuacie. No. When these rules were first announced the 
examiner proposed a maximum or rather a fixed commission, but 
conditions varied so much as to traffic and things of that kind that it 
was thought better to leave it flexible. These rules were adopted in 
1949. So far as I am aware, there has been no complaint, at least no 
formal complaint under the operation of the rules. 

Mr. TuHompson. As long as these are published tariffs and are open 
for inspection, your Commission to date is satisfied? 

Mr. Tuceie. Yes, we have had no complaint causing us to re- 
examine them. 

Mr. Tuompson. There is a comment in your statement which 
assures that both the carrier and shipper pay a particular charge for 
the services rendered for their benefit. That is an overall principle? 

Mr. Tuaaue. Yes, sir. 

Mr. THompson. Would you say that the same principle would apply 
to any type of brokerage or forwarding services, whether foreign or 
domestic forwarders? 
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Mr. Tuaeue. Well, I would think so, sir. I would think that each 
part should pay for the actual services it received. 

Mr. THompson. Would you go further and say that the waiving of 
forwarding fees, insofar as the shipper is concerned, in consideration 
of brokerage would be giving an unfair advantage to a shipper? 

Mr. Tuaeue. Well, I wouldn’t want to give a curbstone opinion 
on that. I would want to look into it carefully. 

Mr. Tuompson. The waiving of fees by a forwarder-broker to some 
shipper wherein said fees are not waived insofar as another shipper is 
concerned would be considered discriminatory? 

Mr. Tuccuie. Well, it sounds a little discriminatory to me. 

Mr. Warren. You have held in the Friedman case that where a 
broker waives his fee in connection with the performance of a non- 
brokerage service performed in behalf of the shipper for the sole 
purpose of routing the cargo to particular carriers to get brokerage 
from carriers, would be an indirect rebate; hasn’t that been held? 

Mr. Tucain. The Friedman case was a brokerage case. 

Mr. Warren. Was that the purport of that decision? 

Mr. De.anry. The Friedman case came up before the regulations. 

Mr. Warren. As to the gratuitous performance of a nonbrokerage 
service on behalf of the shipper, the Commission has held that this is 
an indirect rebate? 

Mr. Devanry. They held that they wouldn’t grant a broker license 
to anybody who was doing that, and later on they held that no 
brokerage fee could be collected in such circumstances. They held 
that by regulation. 

Mr. Casry. May I ask a question at that point? 

Mr. THompson. Yes. 

Mr. Casry. You regulate domestic water carriers in connection 
with shipments going, for example, by Luckenbach Line from New 
York to San Francisco? 

Mr. Nowe... That is right. 

Mr. Casry. One of the points that we are trying to determine here 
is the analogy between the forwarder-broker situation in the area that 
is controlled by the ICC and the foreign freight forwarders who are 
under jurisdiction of the Maritime Administration. If a shipper 
wants to move some cargo from Portland, Maine, to San Francisco 
through Boston, what is the difference between getting that cargo 
to San Francisco in connection with the use of forwarders and brokers 
and moving that cargo from Boston to Liverpool? In other words, 
why haa not the same principles apply and the same regulations 
obtain in the case of regulation of forwarders and brokers? 

Mr. Nowe... Well, Luckenbach or some other intercoasta] carrier 
probably calls at Boston at a regular schedule and maintains a terminal 
there, and shipments could be taken there and moved around to the 
west coast; but, as to the offshore, I am not too sure about how the 
shipping is handled. One difference that I see offhand, Mr. Casey, is 
your export declaration papers, and there is more processing of 
paperwork on shipments leaving the country than moving in the 
intercoastal trade. 

Mr. Warren. Do you think that brokerage should be paid for the 
processing of an export declaration? You have pointed that out as a 
difference. 
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Mr. Nowe tt. I do not because I think the shipper has that as a 
burden, that it must carry, and, as I understand, these foreign-freight 
forwarder-brokers when they perform a beneficial service for the 
shipper are acting in their capacity as a foreign-freight forwarder, 
and when they do something for the carrier they are a broker. 

Mr. Casey. But this extra work that you cited as a distinction 
only means that somebody has to pay somebody more money for 
doing it, and the one that should pay it is the one that gets the benefit 
from the extra work being performed? 

Mr. Nowe .t. Correct. 

Mr. Casey. But, basically, is the procedure whereby the fellow 
gets his cargo from Portland, Maine, to San Francisco as contrasted 
with getting his cargo from Portland, Maine, to Liverpool, any 
different so far as the work performed by forwarder-brokers is con- 
cerned? 

Mr. Nowe tt. As to the physical handling, there should be none. 

Mr. Casey. Should not the same regulations and controls obtain 
in the case of brokers and forwarders moving cargo from Portland, 
Maine, to San Francisco as obtain in moving the cargo from Portland, 
Maine, to Liverpool? 

Mr. Nowe t. In large part, it looks to me like the regulations we 
have covering brokers could be beneficially applied to your foreign- 
freight forwarder-brokers. 

Mr. Casey. Thank you. 

Mr. Tuompson. In that connection, Mr. Commissioner, in your 
opinion, would the mere booking of cargo by the domestic broker 
warrant the payment of brokerage to that broker? 

Mr. Detaney. What do you mean by “booking’’? 

Mr. Tuompson. The routing of cargo. 

Mr. Warren. Choosing the particular carrier, the particular truck 
line. In itself, if that function alone were performed by the property 
broker, does that justify the carrier paying brokerage? 

Mr. Tuceue. I would assume that he would do a little more than 
pick out the truck line, that he would consider the rates, the service 
and equipment, and things of that kind. I would think it would be 
a package deal. 

Mr. Tuompson. You do have some cases, however, where the prop- 
erty broker merely acts in choosing the carriers? 

Mr. Tuaeue. Well, he does choose the carrier, but I assume that in 
nearly every instance the question of rates, the question of routing, 
the question of time of pickup, time of arrival at destination, I assume 
in choosing the carrier he would consider those factors. 

Mr. Tuoompson. But in the event that all that he did was the choice 
of the carrier, and the routing or booking of the cargo, would that 
warrant the payment of brokerage? 

Mr. Tuaete. It wouldn’t entitle him to much. 

Mt. THompson. Would you preclude the payment of brokerage 
under your regulations in such case? 

Mr. Tuaeir. Well, we have not, because we have gone on the 
assumption that he does more than that. 

Mr. Toompson. I was under the impression that there was some 
regulation involving that minimum type of service. 

Mr. Tuee.e. Under our definition of brokerage we use the words 
“arrange for or procure,’ which, if construed strictly, would mean 
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just strictly arrangements for picking the carrier which would be 
considered. 

Mr. Warren. Mr. Commissioner, under rule 9, I understand that 

you preclude the payment of brokerage to a property broker where 
he has— 
a material interest, or the routing of which he controls by reason of any affiliation 
with, or nonbrokerage relationship to, the shipper, consignor, or consignee as 
traffic consultant or otherwise, or which he controls by reason of his performance 
for the shipper, consignor, or consignee of nonbrokerage services, as defined in 
these rules. 

In trying to arrive at the meaning of that rule, is it true that the 
Commission would preclude the payment of brokerage if, by reason 
of the performance of gratuitous nonbrokerage services, the broker 
was placed into a position of controlling the routing of the cargo? 

Mr. Tuaaue. Yes, sir. It would. 

Mr. WarrREN. That is the limited extent of that rule? 

Mr. TuaGue. That is the purpose of that rule. 

Mr. Warren. Would it mean that brokerage would be precluded 
where the property broker performed nonbrokerage services for the 
shipper, and charged therefor, in addition to the routing? 

Mr. Tuceuer. No. 

Mr. WarreEN. Brokerage would be allowable in that case? 

Mr. Tuaets. I would think so. 

Mr. WarrREN. Here is something that interests me, and I would be 
interested in your comment on this point. We know that the foreign 
forwarder-broker has a continuing, preexisting agency in one of his 
capacities with the shipper. This agency usually arises out of an 
informal understanding, and it differs from case to case. In addition, 
this forwarder-broker acts in a brokerage capacity. Taking those 
facts into consideration, under your regulations, is it possible for a 
property broker to also enter into an agency arrangement on an 
indefinite basis, and still collect brokerage for the routing of cargo? 

Mr. Tuaeue. Making the arrangement with whom? 

Mr. WarREN. He enters into an arrangement with a shipper on a 
continuing basis. Having gained control, by virtue of the fact that 
he is representing that shipper, can he under those circumstances 
receive a brokerage commission from the carrier? 

Mr. Tucaue. No. Qh, no. 

Mr. WarrEN. He cannot? 

Mr. Tuaaue. No, under the regulations. 

Mr. Casey. In other words, the compensation that he receives as 
a forwarder covers the obligation to get those goods to the destina- 
tion point and to pick the most appropriate carrier to bring those 
goods to the destination, giving consideration to routes and times? 
So he has been paid for that service? 

Mr. Tuaeue. That is right. 

Mr. Dexaney. I do not know if I understand. Do I understand 
you to mean the shipper was paying the broker? 

Mr. WarreN. Under my hypothetical, it did not make any differ- 
ence whether you paid him or not. A property broker enters into an 
agency arrangement with several shippers. We will say he has 5 or 
6 clients on an indefinite basis. Under those circumstances, would 
your regulations preclude the payment of brokerage to a property 
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broker who engaged in such arrangement in addition to his brokerage 
capacity? 

Mr. Devaney. I think page 8 would show that there are all sorts 
of relationships between the shipper and broker. It might very well 
be indirect rebating in violation of the rebating provisions of the act, 
without having to worry about the regulations. 

Mr. Warren. Mr. Delaney, I am not worried about rebating at 
this stage. I understand your position under the Friedman case. 
Here is what I have reference to. I would like to read a paragraph 
from your Practices of Property Brokers: 

One respondent takes a position that, if a shipper desires to employ a broker 
to route all of his traffic, the broker should be free to accept the employment 
even through the arrangement gives to the broker the same control of traffic as is 
enjoy ed by so-called traffic consultants and virtually renders a broker a part of the 
shipper’s traffic department. 

The Commission said: 

We have no quarrel with such a proposition. There is no prohibition against 
such an arrangement. However, the service rendered is a nonbrokerage service 
and being rendered for the shipper. The compensation therefor must be obtained 
from someone other than the carrier, and the charges therefor must be included 
in the schedule of nonbrokerage service charges contemplated by rule 6. 

Does that show you what I am getting at? 

Mr. Devaney. It makes it very plain that in a situation like that 
you cannot collect from the carrier for the brokerage service. You 
might be doing something else for the carrier such as warehousing, 
for which you are entitled to be paid, but you cannot be paid for 
simply turning over the shipments to the carrier. 

Mr. Warren. Correct me if I am wrong, but it appears that if a 
broker also enters into an agency with a shipper, on an indefinite 
basis, according to this, he becomes a part of the traffic department 
of the shipper’s organization and cannot receive a brokerage fee from 
the carrier for such. However, he may receive a fee from the shipper 
for this since it is then classified as a nonbrokerage service for the 
shipper. Is that correct? 

Mr. Dexaney. That is right. There are a good many persons who 
act very much like brokers. They are traffic consultants who do 
that type of work for shippers and who accept nothing from carriers 
at all. If they did, they would probably be brokers. They have no 
broker licenses. They are simply traffic consultants and do that type 
of work for shippers and are paid accordingly. 

Mr. Warren. So under these circumstances about which we have 
been talking, the carrier cannot pay a commission. But, for the 
routing of cargo, where there is no preexisting ree , and the broker 
is going from shipper to shipper for various carriers, then a commission 
applies and a brokerage service is performed ; is that correct? 

Mr. Detanny. That is right. He is performing a service of value 
to the carrier and he is entitled, according to the Commission’s report, 
to the cost of services he is performing plus a reasonable profit. 

Mr. THompson. In those cases can the carrier pay the property 
broker for nonbrokerage services performed? 

Mr. Dexaney. If the broker is performing those services for him. 

Mr. Tompson. Because you do state on page 8 of the Commis- 
sioner’s statement that a charge cannot be made against both the 
carrier and shipper without first advising both parties as to the 
amounts to be collected from each. Those would be other than 











Be NARS Ate lini a ON MM A Thi 


FOREIGN FREIGHT FORWARDERS AND BROKERS 825 


brokerage charges that he could collect, despite the agency with the 
shipper? 

Mr. Detaney. I don’t know if the Commission is concerned par- 
ticularly with the particular shipper knowing that the carrier is paying 
a commission in all circumstances. But where the shipper is paying 
the broker, the shipper should know if the carrier also is paying a 
commission. 

Mr. THompson. But, under the situation explained by counsel, the 
carrier is not precluded from paying nonbrokerage charges? 

Mr. Dewaney. No. 

Mr. Warren. In regard to nonbrokerage services for the benefit 
of the carrier, is there any regulation imposed upon the charges 
therefor? In short, would that not be a device by which funds might 
be excessively exacted from carriers? 

Mr. Detaney. Well, of course, they have to publish the maximum 
in their schedule. It is not filed with the Commission, but they have 
to keep it open and the Commission can look at it at any time. If 
the Commission determined that these were too high, they could, of 
course, start a proceeding and have them lowered, or if they found any 
uniformity there. 

Mr. Warren. I think I read somewhere in connection with the 
reasonableness of those nonbrokerage charges that the Commission 
indicated that a rule of thumb might be a reasonable cost and a 
reasonable profit. 

Mr. Detaney. A reasonable cost plus a profit. 

Mr. Warren. So it did not contemplate that such charges would 
be on a commission basis? 

Mr. Deaney. Well, the Commission discussed how the charges 
should be made, whether they are to be by 100 pounds or something 
of that sort, and said that there probably were not many different 
circumstances in which payments would want to be made. They did 
not set any particular way and they did not condemn any particular 
way. 

Mr. Txuompson. The publishing of these tariffs is something of 
great interest to this committee. Am I correct in saying that, in 
addition to the publishing of tariffs, they must also publish their 
rates and charges for nonbrokerage service to carriers? 

Mr. Deanery. That is right. 

Mr. THOMPSON. They publish those too? 

Mr. Devaney. They do. They are different from motor carrier 
rates, for example, that are filed with the Commission. Freight for- 
warder rates also are filed with the Commission, from which there 
could be no departure, certain specified rates, and the same with the 
railroads, they file their rates with the Commission and keep them open: 
The brokers do not file with the Commission. The Commission can- 
not suspend them 

Mr. THompson. But they are available for inspection at any time? 

Mr. Devaney. They are available to the public for inspection. 

Mr. THompson. The Commission has taken no steps to set maxi- 
mums and minimums on forwarder’s fees or on brokerage? 

Mr. Detaney. They said there was no need at the time, but they 
said definitely that they had the authority to do it. 

Mr. Tuompson. Do you feel that to date competition has made 
these uniform? 
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Mr. De.taney. Well, there are so few general freight brokers that 
this rebating provision and this matter of controlling the traffic prin- 
cipally concerns. There are less than 20 in the whole country that 
that concerns, so that they are not really a factor at all in the routing 
of freight any more. There are 3 in New York City, and there are 4 
in Philadelphia, and 3 in Chicago. The rest are scattered, 1 in 
Houston and 1 in Indianapolis and 1 in Mason City, Iowa, and 
like that. 

Mr. Warren. As a result of your regulations, has their importance 
diminished? 

Mr. Devaney. I think so. The regulations have been in effect 
about 7 years and this Friedman case which indicated that the Com- 
mission would not countenance any more control of the traffic business 
was out several years before that. Since that time practically nobody 
has sought a broker’s license for general freight. There obviously is 
no demand for a broker’s services or more people at least would have 
been attempting to get a license. 

Mr. Warren. In ‘fact, you indicated previously that brokers per- 
formed a legitimate service; that small carriers could not afford solici- 
tation agents; and that they relied upon brokers. 

Mr. Detaney. That was the situation when the Commission first 
investigated the matter back in the Copes case and back in 1940, which 
is 16 years ago. 

Mr. Tuompson. Why is it not true today? 

Mr. Deanery. Apparently the motor carriers have just grown out 
of the need for brokers to a great extent. If they still needed them 
like they did back there, there would be more than there are. The 
carriers have gotten larger. They have developed their own solicita- 
tion staffs. They are no longer roving around the country to pick up 
business. Their areas are defined by the Commission from which and 
to which they .can carry traffic. A good many are confined to 
regular routes and they have set up bona fide agents apparently in 
these towns to do this work for them, most of the carriers. 

Mr. Tompson. At that point, would the presence of solicitation 
on the part of a carrier in an area be used by your Commission as a 
reason for denying an application to the property broker in that area? 

Mr. DeLanny. Yes. The Commission would determine whether 
or not there was a need for the broker in that area 

Mr. Tompson. Solicitation by the carrier would be one of the 
major points you would consider? 

Mr. Devaney. That is right, because carriers would come in favor- 
ing it and some opposing it, the small carriers or the carrier who didn’t 
serve that area very often might want the services of a broker. 

Mr. Tuceue. Perhaps it might be well to add that the brokerage 
business, in most instances, is possibly not the primary business of 
the fellow having the brokerage license. He is doing nonbrokerage 
services. In the case of household goods brokers, they perform ware- 
housing, crating, packing, and things of that kind. 

Mr. Tompson. But the fact that the solicitation office did exist 
would be a major point in your determination as to whether a broker 
was needed in that particular area? 

Mr. Tuceue. That is right. 

Mr. Warren. Have you ever issued a license to a broker who 
performed only nonbrokerage services for the carrier or shipper? 
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Mr. Detaney. I don’t think so. 

Mr. WarRREN. I am assuming that he performed nonbrokerage 
services for either the shipper or the carrier and received compensation 
therefor. 

Mr. Tueeix. No, we couldn’t issue him a license. 

Mr. Warren. I was interested in the affiliation clause contained in 
rule 9. We have heard of cases in ocean transportation wherein the 
broker is controlled by the family or close relatives of the exporter or 
shipper. Ifa property broker were so controlled, under your affiliag 
tion clause in rule 9, what would be the C ommission’ s interpretation? 
Have there been any such cases on that matter? 

Mr. Tueeue. There have been no cases. There have been no formal 
cases of that kind. We have known of instances of that kind, but 
there are none in the books that I know of, and according to what 
the Commission has said in the investigation case where it prescribed 
the rule, that would be a situation where a carrier could not pay : 
commission to the broker. The broker would be affiliated with the 
shipper and it would be just simply an indirect rebate. 

Mr. Warren. Assuming the shipper and broker were separate cor- 
porations, what would you decide? 

Mr. Tuaaun. It would not make any difference. 

Mr. Warren. Suppose a broker performed a legitimate brokerage 
service, yet he chose to occupy the office space of a shipper who fur- 
nished him most of the business for ihe carrier. Would that make 
any difference as to whether or not he should receive a license? ‘That 
situation has arisen. 

Mr. Tuaeue. It might make a difference as to whether he was 
viven a license. It would indicate a very close relationship there 
between the shipper and the broker, indicating that the broker very 
likely controlled the traffic of the shipper. 

[It is not likely, but it would certainly be an indication that he did 
not have an independent status and was, in effect, controlling, as the 
words are used. The words do not say too muc h on the page. The 
word “control” is very broad. You have to construe it as you go 
along. 

Mr. Warren. Mr. Commissioner, in granting a license to a broker, 
what are the minimum requirements that a broker must possess? I 
have reference to character, financial responsibility, and so forth. 

Mr. Tuaeus. Well, the statutory test is that he must be fit, willing, 
and able, and it must be consistent with the national public interest 
and the national transportation policy. I believe he is required to 
file a $500 bond which pretty weil takes care of his financial fitness by 
posting such a bond. 

Mr. Warren. In addition, you must determine the need for such? 

Mr. Tueexs. Well, it is not a public necessity. It is rather whether 
it is consistent with the public interest or not. It is not as strong as 
public convenience and necessity. 

Mr. Warren. How many people are engaged in the enforcement 
of the provisions of the statute under part IT? 

Mr. DeLanry. We have a field force that investigates all types of 
violations of the Interstate Commerce Act, all four parts of the act, 
and they are switching back and forth from one part to another, and 
the different provisions will be in different parts. Of course, there is 
nobody that puts his time on just brokerage, the investigation of 
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brokerage or any other feature. As complaints are made by.eom- 
petitors or by carriers or by shippers, we investigate them and, as the 
facts are such that it appears that there should be prosecution or 
probably an injunction brought, we take steps to do that. If there 
are some facts that we cannot ascertain too well by our investigation, 
there may be a formal proceeding before the Commission, hearings on 
representations of both sides and possibly some compliance orders 

Mr. Warren. Mr. Delaney, for the sake of the record, why 
wouldn’t a large carrier, who we will presume has an adequate solicita- 
tion staff, utilize the services of a property broker? 

Mr. Detanry. Why wouldn’t he? 

Mr. Warren. Yes, sir. 

Mr. Detanry. Well, to escape paying the commission would be 
the reason. He wouldn’t use the property broker if he could get the 
freight anyway. 

Mr. Warren. Would he have a need for a property broker under 
the cire ees es which I have described? 

Mr. Detanry. You might say that once a month or two he might 
need a shipme “ or two to fill up a truck and he might have need for 
somebody that could supply it but in 99 cases out of 100 he would 
have no need whatever for a broker. 

Mr. TuHompson. Are there any questions, Mr. Chairman? 

Mr. Ponner. No. 

Mr. Tuompson. Are there any questions? 

Mr. Cuasr. I have 1 or 2 questions. I notice that you have these 
rules and regulations governing brokers. Do you have rules and 
regulations governing forwarders? 

Mr. Nowexy. Not rules and regulations of this type. They are 
not similar to these. We have rules and regulations regarding the 
issuance of bills of lading and meeting the insurance requirements and 
the keeping of accounts. They are separate. They do not come out 
all in one portfolio, such as this. 

Mr. Cuase. There are 96 forwarders? 

Mr. Nowe ut. Yes. 

Mr. Cuase. And 84 property brokers? 

Mr. Nowe.u. That is right. 

Mr. Cuase. Are any or most of the property brokers also for- 
warders? 

Mr. Nowe... I don’t think so, not domestic. 

Mr. Cuase. In other words, the list of property brokers is distinct 
from the forwarders? 

Mr. Nowe tu. Yes. 

Mr. Detaney. With the property brokers there was no such 
thing as an automatic grandfather clause. Nobody was entitled out- 
right to a broker’s license. The Commission went through the list 
and determined as to each whether there was a need for him to exist. 

Mr. Cuase. I notice the term ‘“‘transportat’on broker.’ That is 
obsolete? The old transportation broker is now the property broker? 

Mr. Detanry. The two terms have the same meaning, trans- 
portation broker and property broker. There are about 160 passenger 
brokers or more than there are property brokers. Of the property 
brokers, about 60 of the 84 confine themselves to household goods. 

Mr. Cuass. In the last paragraph of page 6, you say: 
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The broker today—that is the property broker—serves principally the small 
shipper which cannot afford the services of a traffic manager 
so that, in a sense, he is functioning as a forwarder; is he not? 

Mr. Tuaaue. More as a traffic manager, I would say. 

Mr. Cuase. Of course, he can collect compensation from the 
shipper for that sort of service that he renders? 

Mr. Tuae.e. Yes, sir. 

Mr. Cuase. In the matter of charges, that is controlled by your 
department? 

Mr. Tuaeue. Well, it depends on whether it is a brokerage service 
or not. If it is nonbrokerage, he could do that. 

Mr. Cuase. This is a service he performs for the small shipper to 
which I have reference. That would not be a brokerage service; 
would it? 

Mr. Deanery. If he is not collecting anything from the carrier 
and has no connection with the carrier and is simply working for the 
shipper and being paid by the shipper, he would not be a broker under 
the definition. 

Mr. Cuase. What is his status? 

Mr. De,aney. There are many of them in the commercial world. 
They call themselves traffic consultants. They work for shippers 
eyclusively. 

Mr. Cuase. So he may take on this work in working for the ship- 
per and in so doing he does not make himself a forwarder? 

Mr. Detaney. No. Your forwarders are quite a bit different from 
ours. When you say “forwarder,’’ you have to classify it as a mari- 
time forwarder or domestic forwarder. The maritime forwarder is so 
much more like our broker. 

Mr. Cuase. In those instances do you have a property broker also 
licensed and controlled as a forwarder? 

Mr. Detaney. I do not think so. 

Mr. WarrEN. Do you mean as a domestic-freight forwarder? 

Mr. Cnrase. Yes. 

Mr. Nowe u. Some of our domestic-freight forwarders are foreign- 
freight forwarders. 

Mr. Cuase. I understand that. I think that is all. 

Mr. THompson. I have a question, Mr. Commissioner. 

l believe you said that where a property broker had a long-term 
agency with a shipper, and was paid by the shipper for the services 
he performed, such broker would then be precluded from collecting 
brokerage; is that correct? 

Mr. Tu GGLe. I think that is right. 

Mr. Warren. What is the basic reason for this? 

Mr. Tueeie. We get into this definition here and we are in the 
normal course of business. You get into the question of agency as 
distinguished from a broker. If he is a part of the normal organization 
of a carrier and performs his duties under the direction of the carrier 
pursuant to a preexisting agreement with the carrier providing for a 
continuing relationship, then he is an agent of the carrier. 

Mr. THompson. Under my case, the property broker is the agent 
of the shipper? 

Mr. Tuaauer. Yes. 

Mr. THompson. And controls the routing? 

Mr. Tuaeeue. Yes, sir. Your question refers to it as a shipper? 
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Mr. THompson. Correct. 

Mr. Detaney. He controls the routing as an agent of the shipper, 
as working for the shipper. 

Mr. Warren. On an indefinite term agency? 

Mr. Detaney. Can he then collect a commission from the carrier? 

Mr. TxHompson. I understood the Commissioner to say that such 
fact would preclude the payment of a brokerage commission. 

Mr. Devaney. Well, under the regulations, I don’t know. No one 
has ever determined whether it would under rule 9 (a). If it amounted 
in any way, shape, or form to a rebate, if you could determine that 
any part of that money which the carrier paid to the broker got back 
to the shipper in any way, shape, or form, in benefits or in money or in 
anything else. 

Mr. Txompson. I did not have reference to that, but simply if 
the broker were the agent of the shipper, and arranged for shipments 
of the shipper with carrier lines, could he then collect brokerage from 
the carrier? 

Mr. Detanny. It would depend, of course, as to whether or not 
he was controlling the traffic within the meaning of that rule 9 (a). 

Mr. THompson. The fact that he was the sole agent of the shipper 
would indicate that to me. 

Mr. Devaney. There is strong indication there. Of course, you 
would have to take each case on its own facts. You have to have 
something to work with in the facts of the matter. It would seem to 
be that normally where a long-term situation is set up like that and 
the broker is doing nothing, not soliciting or not performing any of 
the usual functions that a salesman performs for the carrier or any 
of the usual functions of obtaining the traffic for the carrier but just 
simply standing between the carrier and the shipper as an inter- 
mediary there, taking toll of the traffic as it goes through, he would not 
be entitled to commission from the carrier. 

You have a situation there that the Commission was striking at in 
its regulations right from the beginning. That was the thing they 
were aiming at: The situation where a broker was not rendering a 
service for the carrier but was rather rendering a disservice in restrict- 
ing the right of the carrier to get the freight direct from the shipper. 
If the broker stood there and demanded his brokerage, whereas the 
carrier could have gone to the shipper and got the goods if the broker 
had not been there, that was what the Commission was trying to get 
rid of with these regulations, and they apparently accomplished that. 
The broker was rendering no service at all. What he was doing was 
simply keeping the carrier from losing the traffic in a sense. The 
carrier, by making these payments to the broker, assured himself of 
the traffic continuing It was a bad situation where a carrier had to 
continue to make these payments or whatever you want to call them 
in order that the shipper would not cut off his traffic. It was obviously 
wrong. 

Mr. THompson. You mean the shipper through his agents? 

Mr. Deanery. Well, the carrier would go to the shipper and ask 
for the shipments and the shipper would say: “See the agent; see 
the broker.” 

Mr. Tuompson. So you think it would not be a good policy to allow 
the intermediary under an indefinite agency with the shipper for which 
he is being paid, to collect brokerage from the carrier under the act? 
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Mr. Detaney. That is right. 

Mr. THompson. You have no provision against that, I notice. In 
your publication, Practices of Property Brokers, Interstate Commerce 
Commission, 1946, you mentioned that if a shipper desired to retain a 
broker to route all his traffic, the broker should be free to accept such 
arrangement. The same arrangement is enjoyed by so-called traflic 
consultants. There is no prohibition against such an arrangement. 
However, the service is a nonbrokerage service and rendered to the 
shipper and compensation must be obtained from someone other than 
the carrier. That is a principle which you state against collecting 
from the shipper certain fees, and also from the carrier, as compen- 
sation for placing the shipment. 

Mr. Devaney. Well, the prohibition is not against obtaining 
money from both; the prohibition is against obtaining money from 
the carrier when he renders to the carrier no service. 

Mr. THompson. And when he actually controls the shipments of 
the shipper? 

Mr. Detanry. That is right. You cannot say he renders a ser- 
vice for the carrier, when the service is actually a detriment to the 
carrier. 

Mr. Tuompson. Are there any further questions? 

Mr. Warren. Mr. Delaney, along that line, this subcommittee 
heard testimony from one of the Gulf conference chairmen to the 
effect that whenever a shipper designates a forwarder-broker, that 
fact of designation in itself entitles the carrier to perfunctorily pay 
brokerage. Would you have a comment on that? 

Mr. Deuaney. Well, there have been cases and instances before 
the Commission not invelving brokerage but other people who stand 
in pretty much the same status, where a shipper has informed the 
carrier that, in order to get his traffic, he would have to make pay- 
ments to a certain party; and the Commission has taken the definite 
stand that, under the statute, any payments made to that party are 
rebates, definitely rebates, whether they are made directly to the 
shipper or indirectly to the shipper, whether the shipper ever sees the 
money or ever sees any part of the mone y. If the money is paid to 
somebody designated by the shipper, denominated by the shipper, 
and he says, ‘You pay him the money or you do not get the traffic,’ 
those are definitely rebates and prohibited under the statute. 

Mr. Tuompson. Mr. Commissioner, we know. that in the case of 
foreign-freight forwarders, the mere fact that a shipper designates a 
qualizied forwarder —broker, entitles him to the collection of brokerage 
from a carrier. What would be your thinking along these lines if 
you were engaged in the determination of whether or not that was a 
fair practice? 

Mr. Tuaeeuer. That is more liberal than our rule. Under our rule 
he has to arrange for, procure or bring about the transportation service. 
He has to actually perform some service. Just the designation is not 
sufficient, I do not think, under our rule; in other words, not paying 
him something for nothing. 

Mr. THompson. If there are no further questions, we thank you 
and your associates for appearing. Your testimony, [ am sure, has 
added much to our record. We thank you very much. 

Is Mr. Stakem here? You are Deputy Administrator of the Mari- 
time Administration? We are very sorry that Mr. Clarence Morse 
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could not be present today, inasmuch as he was a witness at these 
hearings earlier, and we had planned to ask him some questions in 
the light of later findings by this Subcommittee. 

Mr. Stakem, Mr. Morse has indicated to me that you can speak 
with authority for him in almost every instance, and that if there are 
any areas of questioning in which you cannot speak for him, he would 
be happy to appear at a later date? 

] appreciate your coming, sir. Do you have a prepared statement? 


STATEMENTS OF THOMAS E. STAKEM, ASSISTANT DEPUTY MARI- 
TIME ADMINISTRATOR; LLOYD TIBBOTT, CHIEF, REGULATION 
OFFICE; AND JOHN B. BEACH, COUNSEL, MARITIME ADMINIS- 
TRATION, DEPARTMENT OF COMMERCE—Resumed 


Mr. Stake. Yes. 

Mr. Tuompson. Today, we have a very distinguished visitor in the 
House, and I think that most of the members would like to attend that 
special session. Then, we will return after the President of Italy 
has left the House and resume the hearings. 

Mr. Straxem. Mr. Chairman, Mr. Morse has told me that after the 
staff members and I have appeared, if there are any open-ended 
questions and the committee would like to have him appear, he stands 
ready to do so. 

I have with me today John Beach, of our Legal Division, and Mr. 
Tibbott, of our Division of Regulation. 

Mr. Chairman and members of the subcommittee, we in Maritime 
have followed with much interest the hearings held by your subcom- 
mittee here in Washington, at San Francisco, in New Orleans, and 
New York City. The hearings have developed helpful information 
regarding the problems of the forwarders, the steamship lines, and 
the shippers with respect to export shipments. The hearings have 
also brought out information regarding activities under the Bland 
Freight Forwarding Act and the need for clarification of the Govern- 
ment’s policy with respect to the use of private freight forwarders by 
Government agencies. 

1 should like to discuss with your subcommittee a few of the prob- 
lems developed at the hearings that were of interest to the Federal 
Maritime Board in the field of regulation and then comment upon the 
Bland Forwarding Act and the use of private forwarders by Govern- 
ment agencies. 

You will recall that when Chairman Morse appeared before your 
subcommittee at the commencement of the hearings in Washington 
last October, he said that the Federal Maritime Board had ordered an 
investigation into freight-forwarding practices on October 6, 1954, in 
Docket 765; that investigations the Board had under consideration 
proposed revisions of the rules and regulations relating to the business 
and practices of freight forwarders prescribed by Maritime Commis- 
sion General Order 72. The Board has approved certain proposed 
revisions of that order, and is prepared to release the proposed 
revisions to the public for suggestions. 

Mr. Tuompson._ You started this investigation on October 6, 1954? 

Mr. Srakem. Yes, sir. 

Mr. T'aHompson. When did the Board first meet to discuss and con- 
sider these proposed changes in the regulations? 
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Mr. StakeM. The formal recommendations made to the wa 
upon which the Board took action on January 25 of this year, was 
dated on - 9th of January. The date of the formal soli was 
January 2 

Mr. Risnetabie Thank you. 

Mr. Srakem. I shall comment upon some of the proposed revisions 
that have a bearing upon problems raised at the hearings before your 
subcommittee. 

LICENSING OF FORWARDERS 


Several suggestions have been made that forwarders should be 
licensed by the Federal Maritime Board and that before a license is 
granted the Board should investigate and determine the qualifications 
of the forwarder. 

A representative of one New York forwarders association testified 
that his association believed that if forwarders were made subject 
to licensing and regulation patterned after that now in effect in the 
Treasury Department for customs brokers all of the present difficulties 
in the regulation of forwarders would soon disappear. He suggested 
that if a licensing law is not considered necessary the Board should 
issue a rule providing that the conduct of forwarders shall be such 
as will not be deemed grossly unfair or unethical by accepted com- 
mercial standards nor by standards established by recognized asso- 
ciations of forwarders. 

A representative of another New York forwarders association 
testified that his association favors legislation authorizing the Board 
to establish a system of licensing so that only experienced persons 
with financial responsibility would be permitted to engage in 
forwarding. 

One of the proposals as for Congress to pass a law which would 
authorize the Board to issue a license to any qualified applicant who 
is performing forwarding services and who is registered with the 
Board under General Order 72 on the date of the passage of the law, 
but whic h would require a finding of “public convenience and neces- 
sity” to be made by the Board before i issuing a license to an applicant 
who has not previously been engaged in forw arding services. 

The United States Maritime Commission in docket 621, in 1949, 
pointed out that on effective way of controlling abuses disclosed in 
that record would be through legislation, providing a system of licens- 
ing similar to that applied to custom brokers. In the absence of such 
ae a system of registration was instituted. 

Until a greater need is shown for licensing, the Board proposes to 
continue its present registration policy and, in addition, to require 
forwarders to reregister annually with the Board. Annual registration 
will help to keep current the list of forwarders and the data required 
to be furnished to the Board by the forwarder. Under the present 
provisions of General Order 72, the Regulation Office often finds it 
necessary to inquire of certain forwarders whether or not they are 
still in business. 

If the proposed revision of General Order * section 244.2 is 
amended to require forwarders to register on or before March 1 of 
each year. All persons engaged in the business of forwarding on the 
effective date of the order who have registered with the Board and 
received a registration number need not reregister before the next 
annuel registration date. 
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Rule 244.3 requiring forwarders to furnish additional information 
when requested by the Board has been amended to provide that 
failure to comply with the rule will be deemed sufficient reason to 
vancel the forwarder’s registration. 

Rule 244.5, as the Board proposes to amend it, would provide that— 

The issuance of a registration number by the Federal Maritime Board to a 
forwarder is for identificat.on and informational purposes and does not mean that 
the Board has investigated and found that the forwarder is qualified. Use of 
these registration numbers in any manner other than to indicate the fact of 
registration with the Federal Maritime Board is prohibited. 

Rule 244.6 has been changed to provide for the Board to compile a 
list of forwarders “annually” instead of “periodically.” 


SECTION 15 AGREEMENTS 


Several witnesses before your subcommittee have suggested that 
forwarders should form conferences as steamship lines have done 
under section 15 of the Shipping Act, but the witnesses are not in 
agreement as to the possible success of such conferences. 

A representative of one of the New York forwarders associations 
said that many of the members favor the adoption in New York of a 
forwarders conference, but that a majority of those who favor the idea 
do not believe a forwarders conference would receive sufficient support 
to make it workable. 

A representative of a Pacific coast forwarders association told your 
subcommittee that his association had been working on a forwarders 
conference agreement for 7 years and that he believed it would 
eventually be approved. 

This particular conference agreement for forwarders has now been 
submitted to the Board for approval under section 15. It was re- 
ceived February 27, 1956, and is now being considered by the staff 
looking toward an early recommendation to the Board. 

Witnesses before your subcommittee mentioned various arrange- 
ments or agreements between two or more forwarders and between 
forwarder associations and steamship conferences that may come 
within the purview of section 15 of the Shipping Act of 1916. 

The Board’s investigation also indicated that a great many for- 
warders have some kind of forwarding arrangement or understanding 
with forwarders located at other ports to participate in the forwarding 
of cargoes moving through ports other than those at which the for- 
warder operates. These agreements usually provide for a division 
of the forwarding fees or for a division of both the forwarding fees and 
the brokerage fees. Some call for a 50-50 split of both fees. Only 
nine agreements between forwarders have been filed with and ap- 
proved by the Board. 

Wherever investigation or testimony indicates possible section 15 
agreements the parties involved are requested to submit such agree- 
ments for a determination as to whether they should be filed pursuant 
to such section. 

The Board’s proposed revised rules are designed to cal attention 
to the fact that such arrangements fall within section 15 of the 
Shipping Act of 1916, and must be filed with the Board for approval. 

A section has been added as rule 244.15 describing the kinds of 
agreements required to be filed by forwarders with the Board prrsuant 


cn Al a i el ae 












of 
of 


ut 


owe @D — 


“3 


om (1 


Vs VN Cf 


FOREIGN FREIGHT FORWARDERS AND BROKERS 835 


to section 15 of the Shipping Act, and the procedure for filing such 
agreements. This procedure conforms with the procedure approved 
by the Board for the filing of agreements by steamship lines. 


BROKERAGE 


Based on the Board’s investigations and the testimony before your 
subcommittee, it is evident that forwarders generally are not in agree- 
ment with the definition of brokerage contaimed in the decisions of 
the Maritime E-oeneion and the Federal Maritime Board. 

In docket 645 (2 U. S. M. C. 775, 780) the Maritime Commission 
said that— 


Brokerage 1s compensation for securing cargo for the ship. 


In docket 657 (3 U. S. M. C. 179, 172, affirmed 94 Supp. 138, SD 
NY 1950) the Commission repeated this definition of brokerage. It 
said: 

The act does not define brokerage and is silent as to any requirement regarding 
payment of brokerage. In agreement No. 7790, supra, however, we said that 
“brokerage is compensation for securing cargo for the ship.” 

In dockets 718 and 719 (4 F. M. B. 166, 172) the Board said that 
conference lines may make rules and regulations: 
to assure that brokerage will not be paid under circumstances which will violate 
the act, and only to freight forwarders who have, in fact, earned brokerage by 
actually securing or booking the cargo for the ship. 

Some forwarders contend that brokerage should be paid for any 
service rendered by a forwarder to a carrier although they admit 
that the Board’s definition represents the historic concept of brokerage. 

Before your subcommittee commenced its hearings, a group of 
forwarders submitted a draft of a proposed ‘Foreign Freight For- 
warder Act, 1955,” to the Hovse Merchant Marine and Fisheries 
Committee in which section 1401 defined brokerage as follows: 


The term “brokerage or commission’? means the compensation paid by a 
common carrier by water in foreign commerce to a foreign-freight forwarder for 
performing any service or services to such carrier 1n connection with an export 
shipment. 

A witness speaking for a New York forwarders’ association testified 
before your subcommittee that— 

* * * today we might properly define “brokerage” as the compensation paid by 
a common ¢arrier by water in foreign commerce to a forwarder for performing any 
service or services to such carrier in connection with an export shipment 

Forwarders in San Francisco and New Orleans also urged similar 
definitions of brokerage, although such definitions are directly con- 
trary to the historic concept of brokerage and to the definition of 
brokerage contained in the decisions of the Maritime Commission 

and the Federai Maritime Board. 

It has even been urged by some forwarders that it would be ey 
to the Board’s deci ‘isions, particularly the Capea case (docket No. 727), 
to define brokerage as “compensation for securing cargo for the ship’ 
but that is not correct. 

In docket No. 727, Capea Freight Conference et al.—petition for 
brokerage rule, decided May 14, 1953, the Board was asked to (a) 
repeal and set aside its order in docket 657, or (6) to define brokerage 
and specify the terms and conditions under which carriers may lawfully 
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pay brokerage. The petition proposed that “brokerage service” be 
be defined as ‘‘the sale of transportation, or the making of any contract, 
agreement, or arrangement for the sale of transportation” by any 
person who is not an ‘employee or agent of either carrier or shipper.” 
Since a forwarder is an agent of the shipper he would possibly be 
aa a A 
precluded from receiving brokerage under that definition. The 
petition also recommended definitions for the terms “brokerage,” 
“brokerage fee,”’ “nonbrokerage service,” “freight forwarding service”’ 
and “freight forwarding fee.”” The Board held that the petition lacked 
new evidence which would alter the decision in docket No. 657 and 
that— 
* * * the proposed definitions and rule are unnecessary and would create uncer- 
tainty with respect to the decision and order in said docket No. 657 * * *. 
It is therefore clear that the petition was not denied because it 
proposed to define brokerage as ‘“‘compensation for securing cargo for 
the ship.”” No mention of that definition was contained in the petition 
or the Board’s order denying the petition. 
The Board proposed to amend General Order 72 to restate the 
definition of brokerage contained in the decisions of the Commission 
and the Board. 
The proposed language is as follows: 
Brokerage is compensation for securing cargo for the ship. Cargo is secured 
for the ship by the forwarder and brokerage earned by him when, and only when, 
upon request of the shipper, consignee, or cargo owner, it is booked by or 
through the forwarder with a carrier of the forwarder’s nomination, is delivered 
to the carrier on arrangement made by the forwarder, is accepted by the carrier 
pursuant to such booking, and the carrier has agreed to pay brokerage, provided 
such payment is not otherwise unlawful under the Shipping Act of 1916, or in 
violation of these rules. 
The forwarders have contended that they are entitled to be paid 
okerage for performing any service to arrier. The Board does 
brokerage for performing any service to the carrier. The Board does 
not agree with that contention, but believes that brokerage should be 
paid only when it is earned as provided in the revised rules. However, 
if a forwarder does not earn brokerage but renders a service to the 
carrier, other than brokerage, at the carrier’s request, such forwarder 
would not be prohibited by the revised rules from charging the carrier 
a reasonable fee commensurate with the service rendered. 


DUMMY FORWARDERS 


The Board’s investigations disclosed, and testimony before your 
subcommittee has confirmed, that some registered forwarders have 
exported goods under another name and have collected brokerage on 
their own shipments. In some cases exporters have set up forwarding 
companies to act as forwarders on their own shipments and to receive 
brokerage from the carriers under circumstances which make it evi- 
dent that the sole purpose of the forwarding company is to insulate 
the shipper from the carrier and make it difficult to trace the brokerage 
payment back to the shipper. These are the so-called dummy 
forwarders. They are illegal under the Shipping Act and General 
Order 72, because they result in the shipper obtaining an illegal 
rebate. 

The Board has taken and will continue to take strong action 
against dummy forwarders and others engaged in unlawful rebate 
practices. 
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The Board also proposes to clarify the provisions of General Order 
72 and specify in more detail the circumstances under which the col- 
lection of brokerage by a forwarder would constitute a rebate. 
Section 244.13 (c) and (d) of the Board’s proposed revision of 
General Order 72 provides as follows: 
A forwarder shall not collect brokerage from a common carrier by water, and 
no such earrier shall pay brokerage to any forwarder, in cases where payment 
thereof would constitute a rebate, such as, for example, heen the forwarder: 
(1) is a shipper or consignee or is the seller or purchaser or pUreanerns. azvent of 
the shipment; (2) advances the purchase price of the goods shipped or euarante 
payment therefor, or has any beneficial inte rest therein; (3) directly or in iiieebtly 
by stockownership or otherwise controls or is controlled by the shipper or con- 
signee, or seller or purchaser or purchasing azent of the shipment or by any 
person having a benficial interest in the shipment or person advanciny the pur- 
chase price of the goods shipped or guaranteeing payment theref« wr; and (4) where 
the forwarder and the shipper, consignee, seller, or purchaser or purchasing 
agent, or person advancing the purchase price of the goods shipped or cuarantee- 
ing payment therefor are owned or controlled by su stantially the same interests 
A forwarder shall not share directly or indirectly any part of the brokerage 
received from a common carrier by water with a shipper, consignee, or an employee 
~ a shipper or consignee or seller or purchaser or purchasing agent of the shipme nt 
r person advancing the purchase price of the goods shipped or guaranteeing 
ie 1yment therefore, or with any person having a beneficial interest in the shipment. 


STEAMSHIP LINES RENDERING FREE FORWARDING SERVICES 


Forwarders have complained to your subcommittee that steamship 
lines render free forwarding services on the Pacific coast, South At- 
lantic coast, and the Great Lakes area. 

In San Francisco, one of the forwarders testified before your 
subcommittee that in many instances carriers were clearing export 
declarations for the shippers without charge. He believed that 
carriers should not be permitted to render such services, or, in instances 
when it is not possible to prevent them from doing so, the carriers 
should be regulated as forwarders and should be required to make a 
proper charge against the shipper for the forwarding services. 

In New Orleans, your subcommittee was told that steamship lines 
in the South Atlantic ports were diverting cargoes from New Orleans 
to those ports by rendering free forwarding services. The matter 
had previously been called to the Board’s attention and our investi- 
gators had reported that although carriers were preparing bills of 
lading and clearing export doclarahiien for shippers without charge 
that was not the only reason why a shipper or out-of-town forwarder 
might prefer to ship through South Atlantic ports in preference to 
gulf ports. For instance, the geographical area and the physical 
facilities of the South Atlantic ports facilitate the movement of 
cargo through these ports. 

Our investigators also found that forwarders in the gulf area refused 
to represent an out-of-town forwarder, such as one from New York, 
unless the out-of-town forwarder agreed to split the ocean-brokerage 
fee equally with the gulf forwarder regardless of the amount of services 
required to be performed by the New Orleans forwarder. Whereas 
forwarders in the South Atlantic ports did not demand a split o1 
brokerage fees. 

It also appears that free time and free storage may be factors in the 
allegation that cargo is being diverted from New Orleans to South 
Atlantic ports. In this connection, the Board has been asked to 
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institute an investigation on its own motion into terminal charges and 
practices at Atlantic and gulf coast ports. The Board has directed 
that a field investigation be conducted. 

Mr. Davipson (presiding). The House is in session now for the 
purpose of hearing the President of Italy. If you will suspend now, 
this committee will recess and reconvene at 2:30 for the purpose of 
concluding your statement. 

Mr. Staxem. Thank you, sir. 

(Whereupon, at 12:05 p. m., a recess was taken until 2 p. m., this 
day.) 

AFTERNOON SESSION 


Mr. Tuompson. The subcommittee will come to order. 

Mr. Stakem, will you continue your statement, please? 

Mr. Stake. Yes, sir. I think, Mr. Chairman, we were on page 11. 

Mr. THompson. We may have quorum calls throughout the after- 
noon. If so, we will automatically recess until the members can 
answer the call, obtain permission to return and resume the hearing. 

Proceed, sir. 

Mr. Straxem. At the New York hearings, a representative of one of 
the forwarders associations testified that in the Great Lakes area the 
conference members, all of whom are foreign-owned, are performing 
forwarding services, although they deny they are doing so, and are not 
registered with the Board, and that an investigation of the Board has 
established that they are rendering services generally performed by 
forwarders either free of charge or at a nominal charge under the guise 
of a bill-of-lading charge. 

It was contended that the practice diverts cargo from New York and 
depresses the forwarding industry, and that while forwarders believe 
that carriers should not engage in forwarding activities by carriers. 
However, it was urged that carriers should be under the same regu- 
lations and supervision as independent forwarders, and should be 
required to charge a compensatory fee for forwarding services. 

Otherwise, it was claimed they are in effect giving some shippers a 
lower freight rate than others, which is an unjust and unreasonable 
discriminatory practice. The witness stated that the lines should be 
required to register with the Board under General Order 72, but that 
the Board’s regulation office took the position that they do not come 
within the definition of forwarders in General Order 72 because they 
receive no compensation for their services. 

The rendering of freight-forwarding services by steamship lines in 
the Great Lakes was investigated by the Board’s investigators based 
on complaints of New York forwarders, and it was found that the 
forwarding services rendered by the lines consisted of filing the export 
declaration with the collector of customs and running off multiple 
copies of bills of lading. 

The conference tariff provided for a charge for making multiple 
copies of the bills of lading and the lines considered it nothing more ; 
than messenger service to file the export declaration with customs at 
the same time they filed their outbound manifest. Moreover, it was 
considered to be a convenience not only for themselves, but for the 
shippers, the forwarders, and the collector of customs, which preferred 
to have both documents delivered at the same time. 

The carriers stated that although they made no charge for filing the 
export declaration with the collector of customs, the forwarder never- 
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theless charged the shipper a fee of $1 or more for the service, even 
though it is not personally pe formed by him. 

Whether a steamship line that performs forwarding services without 
charge is required to register under General Order 72 is at least doubt- 
ful because section 244.1 of that order now defines a freight forwarder 
as one who performs freight forwarding services “for a consideration” 
and “in return for a consideration, money or otherwise.”’ 

It is possible to argue, as the forwarders suggest, that the words 
“money or otherwise’ * include any benefit to the forwarder or detri- 
ment to the shipper, but such an interpretation would be contrary to 
prior administrative rulings. For that reason, the Board proposes 
to amend the definition by omitting the words in question. 

This change in the definition would broaden its scope to unques- 
tionably ine ‘lude (a) steamship companies who perform free for wardit ig 
services; (6) forw oe who make no charge for forwarding services, 
but receive their compensation in the form of brokerage paid by the 
carrier; and (c) purchasing agents, commission merchaats, and others 
who make no specific charge for forwarding services performed for 
others 

It is possible to contend, as the forwarders do, that the rendering 
of forwarding services by a carrier without charge, or at less than 
compensatory rates, might constitute a rebate. However, the render- 
ing of forwarding services by a carrier free of charge, or at less than 
compensatory rates would not be a rebate if appropriate provisioa 
were made in the carrier’s tariff. 

Accordingly, the Board proposes to amend General Order 27 by 
adding a provision reading as follows: 

244.16 Carrier performing forwarding services—-Any carrier performing 
forwarding services shall specify in his tariff the kinds of forwarding services 
performed by him and any charges made for such services, 

Free forwarding services by forwarders: The field investigation 
conducted by the staff of the Maritime Board and the testimony 
of witnesses before your subcommittee indicated that many forwarders 
perform forwarding services without charge, or at reduced rates in 
order to receive brokerage from the carrier. There is also indication 
that the level of forwarding fees is influenced downward in some 
instances when ocean- freight brokerage is collected. 

Although the Board has not ruled direct ly on the question, it would 
appear that such a practice may constitute an indirect rebate to the 
shipper. The practice of obtaining free freight forwarding services 
by Government agencies on foreign-relief cargoes was criticized in 
the General Accounting Office Report on freight forwarders 

As stated in the report, the Federal Maritime Board has gone on 
record that the Government agencies should pay the forwarders for 
services performed for them as shippers, and the Chief, Regulation 
Office, Federal Maritime Board, has called attention to the fact that 
it might be a violation of section 16 of the Shipping Act for the 
forwarder to perform forwarding services without compensation, or 
ai reduced rates, as a result of the brokerage fees paid to the forwarder 
by the steamship lines. 

Accordingly, the Board proposes to amend General Order 27 by 
adding a provision in section 244.13 reading as follows: 

No forwarder may render, or offer to render, forwarding services free of charge 
or at reduced rates in consideration of the shipper or carrier agreeing or allowing 
the forwarder to receive brokerage on the shipment. 
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Mr. Tuompson. Will you please suspend? Congressman Davidson? 

Mr. Davipson. I just want to know why your proposed amend- 
ments with regard to the forwarders are mandatory in verbiage? 
You say “No forwi arder may render, or offer to render, forwarding 
services free of charge,’’ but permissive language is used in the case 
of those carriers performing forwarding services. 

Why do you make that distinction? You say— 

Any carrier pe a forwarding service shall specify in his tariff the kinds 
of forwarding services performed by him and any charges made for such services. 

That seems to be rather loosely drawn. You don’t make it manda- 
tory that the carrier who performs this service must make a charge, 
but you make it mandatory in the case of a forwarder that he may 
not render any service without charge. 

Is there some reason for that distinction? There is a cle: arly dif- 
ferent approach when you handle the problem as it affects the carrier 
from the way you handle the problem when it affects forwarders. 

Mr. Stakxem. | think, Congressman Davidson, that the Board, 
one of its cases, has ruled that the payment of a brokerage by a carrier 
is & managerial act of the company and is not mandatory. There is 
no provision in the law which would require a shipper to pay a broker- 
age. 

Mr. Davinson. How about the performing of service? 

Mr. Tompson. You are talking about brokerage. I think 
Congressman Davidson had in mind the nature of the fees for services 
performed by the carrier as in contrast with forwarding fees. 

Mr. Staxem. Of course, our position is that if the forwarder per- 
forms any services for the carrier, he should be paid commensurate 
with the services performed. It may not necessarily be brokerage, 
because there may be other things that he will do for a carrier. 

Mr. Tuompson. The case in point here is not brokerage, but for- 
warding fees. You have only two cases: One where the carrier 
performs forwarding services and one where the forwarding is done 
by a freight forwarder. 

In one case, you say that— 

No forwarder may render, or offer to render, forwarding services free of charge 

or at reduced rates. 
In the other case, you say that when carriers perform forwarding 
service, they shall specify in their tariff the kinds of services per- 
formed and any charges made for such services. So you use permis- 
sive language in allowing the carrier act as forwarder to perform 
services W ithout charge. Yet, specifically, you state that a forwarder 
may not perform forwarding services free of charge. 

Mr. Sraxem. I didn’t get that distinction before, but I don’t think 
it is intentional on the part of the—— 

Mr. Tuomrson. Would you go back to your statement on page 13, 
“Carrier performing forwarding services,’ and read that again? 

Mr. STaKeEM: 

Any carrier pe rforming forwarding service shall specify in his tariff the kinds 
of forwarding services performed by him and any charges made for such services. 

Mr. Tuompson. Which means, if I am correct, and if Congressman 
Davidson is correct, that he may or may not charge, but if he does 
charge, he shall establish those fees in his tariff. 
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Mr. Stake. Yes; that is right. If he charges, then we think that 
it’should be spelled out in this tariff. 

Mr. TuHompson. You say if he charges. That means it is permis- 
sive? 

Mr. Srakem. No. If he performs duties which would be ordinarily 
forwarder duties, then he should contain that matter in his tariff. 

Mr. Cuase. Mr. Chairman, may I ask a question? 

Mr. THompson. Yes. 

Mr. Cuasz. In other words, in this section 244.16 that you propose, 
I can see a portion of it wouldn’t apply to the regular forwarder. 

In other words, the carrier, when acting as a forwarder, when he 
performs forwarding services, shall specify in his tariff the kinds of 
forwarding service performed by him. I can see where that would not 
apply to a regular forwarder who does not have anything to do with 
tariffs, so that it seems to me it would be logical to provide that. 

However, then, when it comes to the balance, wouldn’t it be logical, 
following the word “him” to say “‘performed by him,”’ referring to the 

carrier, when actin: ¢ as a forwe arder, and then to sa\ y “No such carrier, 
when acting as io forwarder,’ and then following the phraseology 
of the provision which applies to regular forwarders? Then it would 
read this way: 

Any carrier performing forwarding services shall specify in his tariff the kinds of 
forwarding services performed by him. 

No carrier acting as forwarder may render, or offer to render, forwarding services 
free of charge at reduced rates in consideration of the shipper or carrier agreeing 
or allowing the forwarder to receive brokerage on the shipment. 

It other words, the phraseology contained in the provision. 

Mr. THompson. If it is your intent that a carrier acting as a for- 
warder would also be affected by the change in 244.13, then you should 
either, in the Chair’s opinion, modify it to the extent suggested by 
Judge Chase, or clarify your change in section 244.13 so that no for- 
warder or carrier acting as his own forwarder may render or offer to 
render services free of charge. 

Mr. Srakem. Yes, I see your point. I think there is no intention to 
treat a carrier when he is performing forwarding service any different 
than we treat an ordinary forwarder. 

Mr. Tuompson. I think that is a very good point, Congressman 
Davidson. 

Mr. Strakem. I think that point is well taken. 

Mr. THompson. You may proceed. 

Mr. Warren. Mr. Stakem, have these regulations been sent to the 
Federal Register for publication? 

Mr. Stake. No, they haven’t, Mr. Warren. I was going to talk 
to that point when I finished the statement, but I might just as well 
cover it now. 

As you know, this Board action took place on January 25, and 
because these hearings were in progress, the Board did not feel that it 
should immediately publish this proposed rule in the Federal Register. 

That is why we turned over copies to your committee. I think now 
that. we have publicly spoken on the various items of the proposed 
rules, it would be well for Maritime to go ahead with its publication 
in the Federal Register so that before they are made final, we would 
have available to us the conclusions of this committee at the termina- 
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Mir. Thompson. Will you please suspend? Congressman Davidson? 


Mr Davin son. | just want to know why your proposed amend- 
ments with regard to the forwarders are mandatory in verbiage? 
You say ‘‘No forw arde rr may render, or offer to render, forwarding 
services free of charge,’’ but permissive language is used in the case 
of those carriers performing forwarding services. 

Why do you make that distinction? You say— 

Any carrier performing forwarding service shall specify in his tariff the kinds 
of forwarding services performed by him and any charges made for such services. 

That seems to be rather loosely drawn. You don’t make it manda- 
tory that the carrier who performs this service must make a charge, 
but you make it mandatory in the case of a forwarder that he may 
not render any service without charge. ; 

Is there some reason for that distinction? There is a clearly dif- 
ferent approach when you handle the problem as it affects the carrier 
from the way you handle the problem when it affects forwarders. 

Mr. Srakem. | think, Congressman Davidson, that the Board, 
one of its cases, has ruled that the payment of a brokerage by a carrier 
is & managerial act of the company and is not mandatory. There is 
no provision in the law which would require a shipper to pay a broker- 
age. 

Mr. Davipson. How about the performing of service? 

Mr. Thompson. You are talking about brokerage. I think 
Congressman Davidson had in mind the nature of the fees for services 
performed by the carrier as in contrast with forwarding fees. 

Mr. Srakem. Of course, our position is that if the forwarder per- 
forms any services for the carrier, he should be paid commensurate 
with the services performed. It may not necessarily be brokerage, 
because there may be other things that he will do for a carrier. 

Mr. Tuompson. The case in point here is not brokerage, but for- 
warding fees. You have only two cases: One where the carrier 
performs forwarding services and one where the forwarding is done 
by a freight forwarder. 

In one case, you say that 

No forwarder may render, or offer to render, forwarding services free of charge 

or at reduced rates. 
In the other case, you say that when carriers perform forwarding 
service, they shall specify in their tariff the kinds of services per- 
formed and any charges made for such services. So you use permis- 
sive language in allowing the carrier act as forwarder to perform 
services without charge. Yet, specifically, you state that a forwarder 
may not perform forwarding services free of charge. 

Mr. Sraxem. I didn’t get that distinction before, but I don’t think 
it is intentional on the part of the 

Mr. Tuomrson. Would you go back to your statement on page 13, 
“Carrier performing forwarding services,” and read that again? 

Mr. Srakem: 


Any carrier performing forwarding service shall specify in his tariff the kinds 
of forwarding services performed by him and any charges made for such services. 

Mr. Tuompson. Which means, if I am correct, and if Congressman 
Davidson is correct, that he may or may not charge, but if he does 
charge, he shall establish those fees in his tariff. 
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Mr. Srakem. Yes; that is right. If he charges, then we think that 
it’should be spelled out in this tariff. 

» Mr. THompson. You say if he charges. That means it is permis- 
sive? 

Mr. Srakem. No. If he performs duties which would be ordinarily 
forwarder duties, then he should contain that matter in his tariff. 

Mr. Cuase. Mr. Chairman, may I ask a question? 

Mir. THompson. Yes. 

Mir. Cuase. In other words, in this section 244.16 that you propose, 
| can see a portion of it wouldn’t apply io the regular forv arder. 

[In other words, the carrier, when acting as a forwarder, when he 
performs forwarding services, shall specify in his tariff the kinds of 
forw ne service performed by him. I can see where that would not 
apply to a regular forwarder who does not have anything to do with 
tariffs, so th al it seems to me it would be logical to prov ide that 

However, then, when it comes to the balance, wouldn’t it be log ical, 
following the w ord ‘ ‘him’’ to say “‘performed by him,” referring to the 
carrier, When acting as a forwarder, and then to say ‘‘No such carrier, 
vhen acting as such forwarder,” and then following the phraseology 
of the provision which applies to regular forwarders? Then it would 
read this w ay: 

(ny carrier performing forwarding services shall specify in his tariff the kinds of 
forwarding services performed by him. 

No carrier acting as forwarder may render, or offer to render, forwarding services 
free of charge at reduced rates in consideration of the shipper or carrier agreeing 

r allowing the forwarder to receive brokerage on the shipment. 

It other words, the phraseology contained in the provision. 

Mr. THompson. If it is your intent that a ae ac ting as a for- 
warder would also be affected by the change in 244.13, then you should 
either, in the Chair’s opinion, modify it to the extent suggested by 
Judge Chase, or clarify your change in section 244.13 so that no for- 
warder or carrier acting as his own forwarder may render or offer to 
render services free of charge. 

Mr. Srakem. Yes, 1 see your point. I think there is no intention to 
treat a carrier when he is performing forwarding service any different 

than we treat an ordinary forwarder. 
Tompson. | think that is a very good point, Congressman 
eae 

Mr. Srakem. I think that point is well taken. 

Mr. THompson. You may proceed. 

Mr. Warren. Mr. Stakem, have these regulations been sent to the 
Federal Register for publication? 

Mr. Srakem. No, they haven’t, Mr. Warren. I was going to talk 
to that point when I finished the statement, but 1 might just as well 
cover it now. 

As you know, this Board action took place on January 25, and 
neoaune these hearings were in progress, the Board did not feel that it 

ould immediately publish this proposed rule in the Federal Register. 

That is why we turned over copies to your committee. p think now 
that we have pub licly spoken on the various items of e proposed 
rules, it would be well for Maritime to go ahead with its pion lication 

the Federal Register so that before they are made final, we would 
have available to us the conclusions of this committee at the termina- 
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tion of your hearings, and we would also have any comments that w« 
receive either from the carriers or the forwarders. 

Mr. Warren. Would this mean that you contemplate a hearing 
pursuant to the proposed rules within a hearing time prescribed? 

Mr. Staxem. A hearing on the proposed rules? I think a hearing 
on the proposed rules w ill de ypend upon the extent of the comments 
which we get after publication in the Federal Register. If you re- 
ceive no comments, then it may be that the Board would go ahead 
with the final without 

Mr. Tuompson. If it is in propriety, this committee may offer some 
suggestions. Because of the simultaneous action of publishing these 
propose d changes in the Register prior to the close of these hearings, 
and the writing of a report, the Chair invites any interested parties 
to submit in writing any comments in connection with the proposed 

hanges so that this subcommittee may be aware of comments from 
the industry. 

Mr. Sraxem. I think it would be our intention, Mr. Chairman, 
in light of the subcommittee’s investigation, that we would do that 
in the normal course of events any how, and send you copies. 

Mr. THompson. The Chair will make it known now that any 
comments are invited by principals who are involved in these hear- 
ings. We will be glad to have them submit written statements as 
to their position on the proposed changes in order that they may be 
dealt with in ee report of this subcommittee. 

Mr. STAKE Very good, sir. 

Mr. Seeniaal Does this report that you are now reading contain 
all of the changes that the Board has in mind? 

Mr. Stakem. It contains, Congressman Davidson, the principal 
ones. I don’t think that we touched on every small change. This 
statement is primarily built on the major issues as we saw them 
as your hearings progressed. We have furnished your subcommittee 
with copies of the full proposed rules. 

Mr. Davinson. If these proposals grew out of our hearings, don’t 
vou think you ought to wait until they are finished? 

Mr. Srakem. I would say that they grew not only out of your hear- 
ings, but out of the investigations which the Board has been under- 
taking in docket 765. 

We staried the investigation in the Maritime in October 1954, 
and we have had field investigations in New York, and in San Francis 
co, and in the Gulf, and in the Great Lakes area, and we have also 
been mindful of the testimon Vv that has been developed by your sub 
committee, so 1 would say it goes to both. 

Mr. Davipson. I only hope that we are not working at cross- 
purpos ‘s because this is the first public exposure, as | understand it, 
of the proposals which the Board is making. 

Mr. STakeM. That is right. 

Mr. Davipson. It is not a complete one. There might be some 
other things that we don’t know anything about. We are glad to 
have the benefit of your investigation and your conclusions, and ] 
should think that you would be equally as glad to have ours, so that we 
can have a composite picture here and see whether or not we cannot 
mutually work out something that is worthwhile. 

However, I am just wondering—of course, this is just my opinion- 
whether or not this is the best procedure. Of course, you have the 
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»ht and you certainly should be paying attention to the problems 

the industry, but I am just wondering whether or not we are not 
ing at cross-purposes. This is the first we have heard of these 
es, and the first ] understand that the industry has heard of them. 

\ir. SrakeM. The first that the industry has, but following the 
d action on the 25th of January, I think we turned over to you 
ymmittee copies of the proposed rules. 

\ir. Davipson. All of the rules? 
r Srakem. Yes. 

. Casey. Are these tentative? 

\ir. Srakem. They are tentative and will not become final until 
‘ publication in the Federal Register and after the industry has 
ad an opportunity to comment on them, so they are not final 

\ir. Casny. Has the Board approved them as tentative suggested 


» 


nges: 

Mr. Srakem. As tentative proposed rules. 

; Mr. Casny. Will it take some further action by the Board to finalize 
| them? 

Mr. Srakem. Oh, yes. 


y Mr. THompson. Yes, they are tentative and will be subject to 
- innge. 

5 Mr. Warren. They are carrying out normal rule-making procedure 
2 inder the Administrative Procedures Act. 


Mr. Stake. Yes, it is. 

Mr. Tuompson. I understand that there will be a very busy sched- 
ule between now and adjournment this afternoon. If there is no ob- 
jection among subcommittee members, we will adjourn for today and 
resume hearings at 10 o’clock tomorrow morning. Your statement 


¢ will be continued at that time. 
" Any objection? 
e The committee stands adjourned. 
(Whereupon, at 3 p. m. the subcommittee adjourned, to reconvene 
t at 10 a. m., Thursday, March 1, 1956.) 
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INVESTIGATION INTO THE ACTIVITIES OF FOREIGN 
FREIGHT FORWARDERS AND BROKERS 


THURSDAY, MARCH 1, 1956 


Houss oF REPRESENTATIVES, 
SPECIAL SUBCOMMITTEE 
oN ForniGNn Freicut ForwarpDErRs AND Brokers 
oF THE COMMITTEE ON MERCHANT MARINE AND FISHERIES, 
Washinaton, D. C. 

The subcommittee met at 10:10 a. m., pursuant to recess, in room 
219, Old House Office Building, Hon. T. Thompson (chairman of the 
subcommittee) presiding. 

Present: Representatives Bonner (chairman of the committee); 
Thompson (presiding); Davidson, Pelly and Chase. 

Present also: Ralph E. Casey, chief counsel; and Charles F. Warren, 
counsel to the subcommittee. 

Mr. Davipson (presiding). The subcommittee will please come to 
order. 

I believe that the witness yesterday was Mr. Thomas E. Stakem, 
Mr. Stakem, will you be kind enough to resume? 


STATEMENTS OF THOMAS E. STAKEM, ASSISTANT DEPUTY 
MARITIME ADMINISTRATOR; LLOYD TIBBOTT, CHIEF, REGU- 
LATION OFFICE; W. A. SPENCER, CHIEF, TRAFFIC BRANCH; 
AND JOHN B. BEACH, COUNSEL, MARITIME ADMINISTRATION, 
DEPARTMENT OF COMMERCE—RESUMED 


Mr. Srakem. Mr. Chairman, I think we were on page 14 of the 
statement. The next subject to be discussed is ‘Minimum Forward- 
ing Fees.”’ 

Generally, forwarders agree that it would be desirable for all 
forwarders to be required to charge compensatory forwarding fees 
and all forwarders seem to agree that when carriers perform forwarding 
services they should be required to charge compensatory fees for 
their forwarding services. However, the forwarders are not in agree- 
ment as to the method for requiring compensatory fees to be charged 
nor as to the method of fixing those fees. 

One forwarder complained that General Order 72 imposes duties 
upon forwarders but offers no aid in securing a fair rate for forwarding 
services. Another forwarder at the same port was opposed to the 
establishment of minimum forwarding fees on the grounds that 
forwarders do different things for different shippers. . 

It has been suggested that legislation should be enacted authorizing 
the Federal Maritime Board to establish minimum forwarding fees, 
but there does not seem to be agreement among the forwarders as 
to the need or desirability for such legislation 
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ative of one of the New York forwarders associatio: 
consideration had been given to a forwarder conferen 
ix minimum forwarding charges, but that the association 
vould rec eive sufficient support tot nake 
would be a voluntary one on the 
io authority to require forwarders 
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vever, the ard feels — some of the p ‘oposed revisions of 
ieral Order 75 ill have a tendency to cause for warder rs to charge 
mpensatory forwarding a Notably cimononed le "244.12 a 
ich provides that 


No forwarder may render, or offer to render, forwarding services free of charg: 
at reduced rates in consideration of the shipper or carrier agreeing or allowing 
e forwarder to receive brokerage on the shipment, 


and that 


No forwarder may accept brokerage, and no carrier may pay brokerage, except 
where brokerage has in fact been earned. 


These provisions and others will probably result in forwarders deriving 
less of their income from brokerage fees and consequently increasing 
their charges for forwarding services rendered to the shipper. 


BLAND FORWARDING ACT 


In the recent public hearings conducted by your subcommittee the 
civilian agencies of Government engaged in shipping programs have 
confirmed that they consider it advantageous to employ freight 
forwarders for a considerable portion of their shipments. From the 
testimony in those hearings, and from our agency’s day-to-day contact 
with other Government agencies, it appears to be understood by those 
Government agencies that General Order 70 as presently administered 
is not an attempt to compel other agencies to employ private for- 
warders. On the other hand, there are those among the forwarding 
industry who consider that the Bland Act should have teeth in it so 
as to require the use of forwarders except in the case of strictly military 
cargoes. 

The Maritime Administration considers that a Government agency) 
should have the same privilege as any other person, individual 
corporate, to decide whether its activities require the use of forwarders. 
To facilitate general understanding in the future and to avoid un- 
necessary explanation. The Maritime Administration proposes to 
amend General Order 70 so as to make it clear that the decision rests 
with the agency engaged in the shipping program, and based on the 
understanding that when private forwarders are required they will 
be selected from the list provided by the Maritime Administratiov: 

The Maritime Administration has also given consideration to the 
question whether General Order 70 should be rescinded, which action 
would involve discontinuance of the list of registrants provided 
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Government agencies thereunder. We do not recall specific testi- 
mony on this point in the recent hearings although in some of the 
testimony it was apparently assumed that the list of registrants would 
be continued. In the past, and at the present time, the civilian agen- 
cies have advised our staff that they are appreciative of the list and 
desire its continuance. They have stated that anything Maritime 
‘an do to be selective will assist them in the choice of forwarders. 

It should be noted that pursuant to the compulsory registration 
under General Order 72 some 1,500 forwarders are registered with the 
Federal Maritime Board. About 530 (apart from branch offices) or 
say just over one-third of the total have also registered with the Mari- 
time Administration under General Order 70, as an indication that 
they are desirous of handling Government business including the 
foreign rehabilitation and relief programs. While the registrants 
under General Order 70 are subject to any screening that is provided 
under General Order 72, the additional features of registration under 
General Order 70 are as follows: 

First, registration under General Order 70 is an indication by the 
applicant of his desire to handle Government business; second, 
General Order 70 requires that the firm be an American citizen as 
defined in the Shipping Act; third, the application is submitted to the 
Commercial Intelligence Division, Bureau of Foreign Commerce, 
Department of Commerce, for security clearance be fore registration. 

General Order 70 as originally issued in 1949 restricted registration 
thereunder to American citizen firms or firms of foreign nationality 
which were in business in the United States prior to September 3, 
1939. At the present time there is only one foreign-owned firm on 
the registration list. The Maritime Administration sees no occasion 
to alter this feature at the present time. 

In past reports to the Congress the Maritime Administration indi- 
cated that the Bland Forwarding Act does not contain authority to 
satisfy the contentions of the forwarding industry and pointed out 
the need for clarification. In the light of the information developed 
by your subcommittee in the recent hearings, it is our view that the 
Maritime Administration can clarify this situation administratively, 
working in liaison with the other Government agencies. The Mari- 
time Administration now believes that further legislative enactment 
is unnecessary insofar as concerns forwarding arrangements in time 
of peace. 

The Bland Forwarding Act, section 217 of the Merchant Marine 
Act, 1936, as amended, appears to refer particularly to the World 
War activities in which we were engaged at the time of its passage 
early in 1942. The Maritime Administration sees no objection to 

' Bland Act remaining as standby legislation in the event of war 
Ol <a 1r national emergency declared by Proclamation of the President. 

\s indicated above, the Maritime Administration proposes to 

sue General Order 70 in amended form to provide a list of for- 
warders which may be used by other Government agencies when 
those agencies desire to utilize their services. ‘The purpose of this 
action is twofold: First, as a matter of interagency cooperation, to 
issist other Government agencies; second, to a limited extent it is a 
promotional activity in that it provides a list of American citizen 
firms for the handling of cargoes of Government interes 

Certain economies have been accomplished by cons atietiss in one 

blication the list of forwarders registered under General Orders 
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70 and 72. Further economy is contemplated. The application to 
the Maritime Administration for registration under General Order 70 
may be simplified bv including a copy of the Board’s application form 
under General Order 72. This will eliminste repetition by the appli 
cant of certain particulars regarding his organization. 

\ir. Tuompson. Thank you, Mr. Stakem. I am sorry it took 2 
days to complete your statement. We will want to ask a few ques- 
tions. If there are questions that you feel you cannot answer, that 
should be answered more properly by Mr. Morse, you may so state 
We will then determine whether or not we will ask Mr. Morse to 
appear later. 

[n your opinion or in the thinking of the Administration, is the 
forwarding industry of vital importance to the defense of our country 
in times of emergency? 

Mr. Staxem. No, Mr. Chairman, we do not consider it to be essen- 
tial to the national defense from a purely national-defense point of 
view. We do consider it to be an important segment in the com- 
mercial business of our country. 

Mr. TuHomrson. In your opinion, then, the Bland Act was not 
passed so much to insure that we would have these services for the 
wer effort, but to insure that a segment of the maritime industry 
would not be unduly harmed because of the emergency situation 
that existed? 

Mr. Srakem. That is correct, Mr. Chairman. We think its pur 
pose primarily was to preserve in being the forwarding activity for 
time of peace. 

Mr THompson. Then, do you feel that no special consideration 
should be given to the forwarding industry because of its value in 
times of emergency? 

Mr. Srakem. No, not if it is on a purely defense point of view. We 
think that standby legislation to preserve it in times of emergency or 
times of peace is necessary but so far as giving it special consideration 
because of national-defense features, no, we do not. 

Mr. THompson. If I understand correctly, the current interpreta- 
tion of the Bland Act is that forwarders in connection with Govern- 
ment shipments may be used? 

Mt. Srakem. Yes, sir. 

Mr. THompson. You do not interpret it to mean that they should 
be or shall be or must be, but that they may be used; is that correct? 

Mr. Srakem. That is correct. We think that the Government 
agencies should use their own judgment, considering their own cir- 
cumstances, as to whether in any particular shipment they should o1 
should not use them. 

Mr. Thompson. Has the Board made any determination as to 
policy as to whether they would recommend that every Government 
agency that does use a freight forwarder should pay for the servic 
received? 

Mr. Strakem. Yes. You mentioned the Federal Maritime Board. 
The promotional activities under the Bland Act are really the Mari 
time Administration and not the Federal Maritime Board; but it 1s 
the position of the Administrator that, where a Government agency 
does use these services of freight forwarders, they should pay a fee 
commensurate with the services rendered. 

Mr. THompson. Is not this interpretation a little different from 
one previously made? 
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Mr. Srakem. I think that the language of the previous Order 70 
may have needed a little clarification, yes. 

| think the word “shall” is used in there where it was not really 
intended to convey the impression that the word “shall’’ does. 

Mr. Toompson. Then, inasmuch as there have been changes in the 
interpretation by the Maritime Administration, would it not be pos- 

sible at a later date for another Administrator to interpret the same 
act differently again? 

Mr. Stakem. You know, Mr. Chairman, we had intended to issue 
an amendment to General Order 70 which would be more in keeping 
with the present interpretation. 

Mr. THompson. I agree, but that is the result of your current in- 
terpretation. So now, speaking of the Bland Act itself, would it not 
be possible for others to interpret it at a later date in a little different 
manner? 

Mr. Srakem. Yes, it would be. The Administrator makes the 
general order, or issues the general order of interpretation, and he 
can always change them. 

Mr. Tuompson. Then, would it be your opinion, or have you 
—_ the Administrator state whether or not he would recommend 

hat the Bland Act be clarified to that extent? 

Mir. Warren. You stated that the Bland Act does not need 
require amendment. 

Mr. Srakem. Well, we think that the Bland Act is a wartime 
measure. We think that it is good to have it as standby. We think 
that, even 1f the Bland Act was not in existence, that the maritime 
would continue to submit lists of forwarders to the other Govern 
nt agencies as a coopers ative measure between Government agencies. 
Mr. Casey. Then, actually, General Order 70 is not issued in 
eccordance with the Bland Act because you take the position that 
the Bland Act is not operative at the present time? 

Mr. Staxro. I think that we do issue them, Mr. Casey, under 
General Order 70, but I think it is very clear from the administratiy 
point of view that we could give a list to other Government agencies 
f the act was not on the books. 

Vir. Caspy. Do you issue lists pursuant to the Bland Act? 

Mr. Stake. Yes. 

Mr. Casry. How can you take the position that it is purely a 

artime measure? 

\ir. Warren. That the law is inoperative’ 

Mr. Srakem. There has been no reissuance of General Order 70 
since the first order was issued by the former Maritime Commission. 

Mr. Casry. The order is not operative if the act is not operative 
The order will die when the act dies? 

Mr. Sraxem. The position, I think, of the Administration at the 
present time is that we have been awaiting the results of these hear- 

before we would propose any amendments to the Bland Act 
as if now exists. 

Mr. Casny. You have not waited until the end of the hearings 
‘ause you say right now that “the Martime Administration now 
lieves that further legislative enactment is unnecessary insofar as 
concerns forwarding arrangements in time of peace.”’ 

Mr. Staxem. But we still say that we think it is a good idea as a 
tandby legislation for time of war. 


me 
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Mr. Casry. I cannot see how you can take the position that you 
are issuing orders pursuant to an act that you admit in your own 
statement is only operative in time of war. 

Mr. THompson. I would say further that you have indicated that 
you propose changes in General Order 70, as you already have in 
the case of General Order 72. If it is your feeling that you should 
await the outcome of these hearings and a report before you make 
changes in General Order 70, then, “why would not that same policy 
be in effect in so far as General Order 72 is concerned? That is 
involved in these hearings, too. 

Mr. Srakem. I think your point is very good, Mr. Chairman, and 
[ do not think that the Federal Maritime Board intended to go ahead 
with the publication of 72 without the full concurrence of this com- 
mittee. That is why, when the action was taken on January 25 
and, after all, these are only proposed revisions to be submitted to 
the industry for comment—that they submitted copies to your sub- 
committee before going ahead with any publication. 

Mr. THompson. The Chair might state that if it is the intention 
of Maritime to lend any weight whatsoever to the determinations 
of this committee, then certainly vou could clear the air a lot faster 
by waiting until our report is written before publishing even a ten- 
tative schedule of changes. If you did this, you would have the 
benefit of the determinations of this subcommittee before even pro- 
posing changes and hearing the industry. The way that you are 
proceeding now, it may very well be, that you will hear from not 
only the industry but from this subcommittee. 

Mr. Srakem. Well, I can say that there has been no publication 
up to the present time and I shall certainly impart to the Federal 
Maritime Board the subcommittee’s feelings with respect to that 
publication. 

Mr. THompson. I think it would be proper. Of course, we cannot 
control the date of your release. But, I feel that it would be better 
to wait until this report is written. After all, it has been needing 
change for a long period of time, and I think a matter of 1 or 2 weeks 
would not se ‘riously hamper your operations under General Order 72. 
| wish you would impart that to your Administrator. 

Mr. Staxem. I think the thought in the minds of the Board mem- 
bers, if I may try to interpret it, 1s that, by going ahead with a public 
release or a publication in the Federal Register, it would certainly give 
the industry an opportunity to see what the. Board was thinking at 
the present moment, but | do not believe that the Board ever had in 
mind of making a final release with respect to these revised rules until 
this committee had compieted its investigation. 

Mr. Tuompson. | merely take the position that if the Board wer 
to agree with this subcommittee on things that were developed az 
need change, it would certs ainly clear the air in hearing the aieuary 
these chances rather than having to propose changes that may o 

ot be in agreement with the findings of this subeommittee. I! 
nerely a matter of coordinate action, of which I am speaking. 
tld like for that to be imparted to the Board. 

Mir. Srakem. Well, [ think [ can speak for the Board to this respe: 
that, if that is the desire of the subcommittee that the Board will no 
proceed with any publication until this report is written. 
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Mr. THompson. Of course, I speak only for myself. 

) get an indication from the members as 
S bye ct. 

Davipson. Mr. Chairman, I think that there is certainly no 
ood to be gained by a sudden race between the Board and the com- 
iittee. The committee has been conducting these hearings now for a 
srotracted period of time, and I think that the Maritime Board, 
ou very well put it, can do as it pleases. 

if they want to get under the wire with certain recommendations 
which I do not think will have any real finality insofar as what the 

iiness is now indicating, that is their privilege so to do; but T think 
hat we may best serve the problems that we are trying to solve by 
having this done m an orderly fashion and I think that our com- 
mittee ought to continue with its hearings, conclude its hearings, and 
| do not think, Mr. Chairman, that vou meant necessarily that we 
would be bound by avy deadline 2 weeks from now. 

THompson. I meant only that it would be 
short time before these hearings close. 

Mr. Davipson. I say that because I do not think that our com- 
mittee should be rushed or hurried because of any provision or even 

iny other type of recommendation which should be rushed into the 
record by the Board so as to give the industry an opportunity to sav 
something about them. I do not see what their purpose is. It 

seems as though there is a sort of race being run here. If they want 
to run a race, I do not want to run a race. I want to do this in an 
orderly fashion and I want to conclude these hearings after we have 
had all the information we need, and write our report. 

Mr. THompson. I agree with you on that. 

Mr. Cuase. I certainly agree that we should take enough time to 
elicit all the information that has any material bearing on the issues 
here. I certainly am hopeful that we can conclude these hearings 
within a reasonably short. time. 

Now, in connection with the Bland Act, it has been developed 
some of these hearings that there is not any unanimity of opinion 


among the governme ntal agencies as to whether the Bland Act is a 
dormant act or is still in effect. 


Mr. Sraxem. I think that is correct. 

Mr. CHASE. You recognize that, do you not? 

Mr. Srakem. Yes. 

Mr. C HASE. Do you not think that that question should be even- 
tually determined one way or another even, if necessary, by an 
amendment to the Bland Act, if different governmental agencies are 
interpreting it in different manners notwithstanding that your Com- 
mission takes the position that it is dormant, if other Government 
agencies take the position that its provisions are mandatory and must 
be followed as to the employment of forwarders? 

We have not settled the question, so that it seems to me that this 

mittee will have to determine what its recommendations at least 

uld be in connection with the Bland Act. If it is applicable to 
Government agencies as of today, we should know it. It is very 
fortunate that some agencies interpret it as a dormant measure 
and others as fully alive and possessed of mandatory features which 
are applicable today. 


I would like 
to their feeling on this 
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comparatively 
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Mr. Srakem. | think, Congressman Chase, that I agree with what 
you say, but I do not believe that there is any difference of opinion 
today among the Government agencies as to whether they are obliged 
by the order to use freight forwarders. I think there is general 
agreement, because of the coordination between the Maritime and 
the Government agencies, that they feel that this is a selective matter 
with them. 

Mr. Cuase. I see. 

Mr. Srakem. | think they are all very happy to get a list from us of 
people that want to engage in this business, and I think that they 
would want that list even though General Order 70 was not in 
existence 

Mr. CHAsr. So now they are all in agreement that they are possessed 
of discretionary power as to whether to hire freight forwarders or not? 

Mr. Srakem. I believe that is correct. 

Mr. THompson. | think your last letter to them indicated that they 
should make their own interpretation by their own counsel of the 
Bland Act; is that correct? 

Mr. Sraxem. I think that is correct, Mr. Chairman. I don’t 
recall the exact language, but I think you are correct. 

Mr. THompson. And even though they understand that it is a 
matter of their own discretion, some of them feel that they should 
use them and some feel that they should not; is that not true? 

Mr. Stake. | think that because of our day-by-day contact with 
the Government agencies, and we have been consulting with them on a 
very frequent basis, that as a result of those continued cooperative 
contacts there is general agreement that the selection is up to them, 
the decision is up to them. 

Mr. Tompson. Is there any thinking in Maritime that there 
should be an amendment to the Bland Act which would require 
Government agencies to use forwarders on commercial-type ship- 
ments? 

Mr. Srakem. No, we in Maritime do not believe that the Govern- 
ment agencies should be required. We think that the Government 
agencies should use the same business judgment that anybody in the 
industry would use, and the selection should be their selection based 
on their immediate needs. 

Mr. THompson. Do you feel that the denomination of a forwarder- 
broker by a shipper is sufficient to warrant the payment of brokerage 
to a forwarder? 

\ir. Stake. No, I don’t think under the proposed revised rules of 
the Board that mere nomination is enough. I think that we spell 
out a series of tests under which brokerage should be paid, and | 
think there are seven tests all told. 

\lr. Thompson. What are those tests? 

\Ir. Srakem. First, the cargo must be booked upon the request of : 
shipper, a consignee or cargo owner; second, the cargo must b 
booked by or through the forwarder; third, the cargo must be booked 
with a carrier of the forwarder’s nomination; fourth, the cargo must 
be actually delivered and arrangements made by the forwarder; fifth, 
the cargo must be accepted by the carrier pursuant to said booking: 
sixth, there must be agreement between the carrier and the broker t 
pav the brokerage. In other words, there is no obligation imposed 


by law upon a carrier to pay brokerage. And, finally, and sevent! 
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; « payment must not be unlawful under the Shipping Act of 1916, 
or in violation of these rules. 
. We think that these seven tests spell out the elements of brokerage. 
\fr. THompson. That is all that the Chair has at this time. 
Do you have ® question, Mr. Davidson? 
\ir. Davipson. No. 
: \ir. Toompson. Judge Chase? 
Mr. Cuase. I have just one question. 
14 | understood that the different positions taken by the governmental 
meies with reference to whether or not the provisions of the Bland 
‘et were mandatory, that those determinations of that particular 
‘estion were based on legal advice of the counsel for these various 
departments. In other words, it was a legal proposition. 
Do I understand that their legal interpretations of these various 
partments on that point have now been changed and they are all 
accord? 
Mr. SrakEM. Congressman Chase, [ have with me today Mr. 
Spencer, who is the man that makes these day by day contacts with 


the other Government agencies, and I would like to have him answer 
hat, if it is all right with you. 

1 Mr. Warren. Will you state vour name and position? 

\ir. Spencer. W. A. Spencer, Chief, Traffic Branch, Maritime 
\dministration, 

lH The Secretary of Commerce wrote each of the other agencies with 

2 shipping programs, and | think the replies from all of them conveyed 

e indication that they do not understand they are compelled to 

1, employ fowarders when the services of forwarders are not needed. 

se letters have been filed with the subcommittee. | have copies 

e f them here and can look at them, but that is our general under- 

re standing. 

)- Let me say that, in our day to day contact with the other agencies, 


have given us to understand since some time that that is their 
~ wsition. Now, there was one time when-thev had a ruling in Agri 


nt ture where there was some view expressed legally that they migh 
1e quired to use forwarders, but I don’t believe they are taking : 
vc osition now that they are compelled to do it. 
CHASE. Are you prepared to state whi ther they belie ve that 
T- Biand Act is dormant at this time in times of peace? 
cr ir. SPENCI R. | don't beheve, sir that the question has been aske d 
nswered in quite those terms. I believe the attention 
of point whether they are compelled to use forwarders, or whether 
e| t they think they are necessary. Certainly the question has been 
a swered to us on a day to day contact basis in the sense that the 
felt that it was advisable to employ forwarders and, therefor 
done so and have given us to understand that probably they 
fa il not use them if thev didn’t need them 
by r. Cuase. But that is regardless of the Bland Act? 
ced Srakem. | think that they are verv happy to get our list, 
ust essman Chase, and I think thev would want that even thoueg! 
th, rhentye Lei Mav Hot be on the books | thi i h 
1; iaritime Administration would be veri happy I J tt 
see to it or would feel that the Bland Act needs clarification, 


} 
ed he so done. 
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Mr. Stake. I think, Congressman Chase, that I agree with what 
you say, but I do not believe that there is any difference of opinion 
today among the Government agencies as to whether they are obliged 
by the order to use freight forwarders. I think there is general 
agreement, because of the coordination between the Maritime and 
the Government agencies, that they feel that this is a selective matter 
with them. 

Mr. Cuase. I see. 

Mr. Stakem. I| think they are all very happy to get a list from us of 
people that want to engage in this business, and I think that they 
would want that list even though General Order 70 was not in 
existence. 

Mr. Cuase. So now they are all in agreement that they are possessed 
of discretionary power as to whether to hire freight forwarders or not? 

Mr. Stakem. I believe that is correct. 

Mr. THompson. | think your last letter to them indicated that they 
should make their own interpretation by their own counsel of the 
Bland Act; is that correct? 

Mr. Srakem. | think that is correct, Mr. Chairman. I don’t 
recall the exact language, but I think you are correct. 

Mr. Tuompson. And even though they understand that it is a 
matter of their own discretion, some of them feel that they should 
use them and some feel that they should not; is that not true? 

Mr. Sraxem. I think that because of our day-by-day contact with 
the Government agencies, and we have been consulting with them on a 
very frequent basis, that as a result of those continued cooperative 
contacts there is general agreement that the selection is up to them, 
the decision is up to them. 

Mr. ‘THompson. Is there any thinking in Maritime that there 
should be an amendment to the Bland Act which would require 
Government agencies to use forwarders on commercial-type ship- 
ments? 

Mr. SrakeM. No, we in Maritime do not believe that the Govern- 
ment agencies should be required. We think that the Government 
agencies should use the same business judgment that anybody in the 
industry would use, and the selection should be their selection based 
on their immediate needs. 

Mr. THompson. Do you feel that the denomination of a forwarder- 
broker by a shipper is sufficient to warrant the payment of brokerag: 
to a forwarder? 

Mr. Stakem. No, I don’t think under the proposed revised rules of 
the Board that mere nomination is enough. 1 think that we spell 
out a series of tests under which brokerage should be paid, and | 
think there are seven tests all told. 

\ir. Thompson. What are those tests? 

\Ir. Srakem. First, the ¢ argo must be booked upon the request ofa 
shipper, a consignee or cargo owner; second, the cargo must be 
booked by or through the forwarder; third, the cargo must be booked 
with a carrier of the forwarder’s nomination; fourth, the cargo must 
be actually delivered and arrangements made by the forwarder; fifth, 
the cargo must be accepted by the carrier pursuant to said booking: 
sixth, there must be agreement between the carrier and the broker to 
pay the brokerage. In other words, there is no obligation imposed 
by law upon a carrier to pay brokerage. And, finally, and seventh, 
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« payment must not be unlawful under the Shipping Act of 1916, 


or in violation of these rules. 


We think that these seven tests spell out the elements of brokerage. 

\fr. THompson. That is all that the Chair has at this time. 

Do you have ® question, Mr. Davidson? 

\ir. Davipson. No. 

\lr. THompson. Judge Chase? 

Mr. Cuase. I have just one question. 

| understood that the different positions taken by the governmental 
wencies with reference to whether or not the provisions of the Bland 
Act were mandatory, that those determinations of that particular 
question were based on legal advice of the counsel for these various 
departments. In other words, it was a legal proposition. 

Do I understand that their legal interpretations of these various 
departments on that point have now been changed and they are all 
1 accord? 

Mr. SrakeM. Congressman Chase, [ have with me today Mr. 
Spencer, who is the mau that makes these day by day contacts with 
the other Government agencies, and I would like to have him answer 
hat, if it is all right with you. 

Mr. Warren. Will you state your name and position? 

Mr. Spencer. W. A. Spencer, Chief, Traffic Branch, Maritime 
Administration. 

The Secretary of Commerce wrote each of the other agencies with 
shipping programs, and I think the replies from all of them conveyed 

indication that they do not understand they are compelled to 
employ fowarders when the services of forwarders are not needed. 
lhose letters have been filed with the subcommittee. I have copies 
of them here and can look at them, but that is our general under- 
standing. 

Let me say that, in our day to dav contact with the other agencies, 
they have given us to understand since some time that that is their 
position. Now, there was one time when they had a ruling in Agri- 

ilture where there was some view expressed legally that they might 

required to use forwarders, but I don’t believe they are taking a 
position now that they are compelled to do it. 

\ir. Coase. Are you prepared to state whether they believe that 
the Bland Act is dormant at this time in times of peace? 

\ir. Spencer. I don’t believe, sir, that the question has been asked 

nd answered in quite those terms. I believe the attention was to 

he point whether they are compelled to use forwarders, or whether 
not they think they are necessary. Certainly the question has been 
vered to us on a day to day contact basis in the sense that they 

felt that it was advisable to employ forwarders and, therefore, 

done so and have given us to understand that probably they 

ld not use them if they didn’t need them. 

r. Coase. But that is regardless of the Bland Act? 

lr. Srakem. I think that they are very happy to get our list, 
essman Chase, and I think they would want that even though 

Bland Act may not be on the books. I think I mizht add that 
iaritime Administration would be very happy if the committee 

id see to it or would feel that the Bland Act needs clarification, 
t be so done. 
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Trompson. Mr. Pelly, I by no means meant to overlook you 
went far afield from the original question. I would appreciat: 
our comment as to the timing of the publishing of this proposed 

nge in General Order 72? 

ir. Petry. Unfortunately, I had to be late this morning, but | 
was here in time to hear your views and I thought you expressed 
very reasonable position. I would concur with the Chairman. 

Mr. Thompson. Thank you, Mr. Pelly. Do you have any ques 
tions at this time? 

Mr. Pevty. | have no questions. 

Mr. THompson. Mr. Casey? 

Mr. Casny. You heard Commissioner Tuggle here yesterday of t! 
Interstate Commerce Commission? 

Mr. Srakem. Yes. 

Mr. Casry. And you understand the sort of control and regulations 
that the ICC exercises over domestic freight forwarders and brokers? 

Mr. Srakem. Yes, sir. 

Mr. Casry. And you know that, so far as domestic water carriers 
are concerned, they exercise that control and regulation. Can you se 
any distinction between the operations in connection with the shining 
of cargo from one coast to the other, as distinguished from the shipping 
of cargo overseas? 

Mr. Srakem. I think, Mr. Casey, it is a matter of degree. 1 think 
there are many more difficulties in the foreign freight forwarding tha: 
there are in the domestic freight forwarding. I think that it is more a 
matter of degree rather than of substance. 

Mr. Casry. You heard one of the representatives of the ICC giy 
the same answer, in effect, that there are more papers to fill out and 
that somebody should be paid more for doing more work, but that li 
thought that the regulation and control that is exercised by the ICC 
might very well have application to the control of foreign freight 
forwarders under the Board’s regulation? 

Would you care to express an opinion on the same question? 

Mr. Srakem. Yes. I would like to preface my opinion with a sligii! 
review of the facts. 

We do know that the law under which the Maritime Administration 
and the Federal Maritime Board is operating is not as specific on this 
point as the ICC Act. As a matter of fact, in the basic document 621 
which staried the rezula tion of forwarders, there was a considerab|: 
doubt in the minds of the then Mariiime Commission that they had 
authority to license similar to ICC. As a matter of fact, in Docke 
621—-the reference is 3 U.S. M. C. 164—this lancuage is used: 

“One effective way of controlling abuses disclosed by the present 
record would be through legislation providing a system of licensi 
similar to that applied to custom brokers. In the absence of such legis 
lation, it is essential that we require all forwarders to register with thie 
(commission, since a program of regulation undertaken without means 
of identifying the members of the industry would be largely ineffec- 
tive.”’ 

Now, it was the feeling of the Maritime Commission in this decision 
that they did not have, without legislation, the authority to go into a 
licensing program. It is a fact that in the ICC Code, their language is 2 
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» hole lot broader, if I may reference section 204 of the General Duties 
and Powers of the ICC 
Ir. Casey. I do not think it is necessary, Mr. Stakem, for the 
rpose of my question, because my question is directed to the 
wability without regard to whether or not you have the present 
suthority to do so. 

\ir. Srakrm. Well, I think that we may eventually have to come 

) some system of licensing in the Maritime. There is a difference of 
nion within the Maritime as to whether, under the present law, 
could actually go into licensing as the ICC does. 

\ir. Casry. Have they taken any position on it, not as to whether 
present law authorizes it, but as to whether or not they should 
est legislation to authorize the same degree of control? 

\Ir. Strakem. I think the Board felt that registration under the 

d General Order 72 was not sufiicient, and they moved into this 
ual registration, and I thiak that we will have to wait until the 
leral Maritime Board acts a little beyond that, | 

dy of opmion in the Maritime that a licensing 
ntually have to come about. 

\ir. Cassy. This registration is a kind of halfway 
suppose you have some clerk keep a list of forwarder 
without regard to anything except American citizenship. Then you 
vive it to the de partmen its. Now, you are going to chi inge that to 
do it annually, only for the pl irpose of eliminating people who have 
died or gone out of business? 

Mr. Srakem. That is one way of putting it. The Board felt that 
the annual registration would be helpful, together it th a eal inition 

{ brokerage. It may well be that we may have to come to some sort 
of licensing. As a matter of fact, after listening to the testimony 
sterday, it was my determination that we will ask our General 
unsel for an opinion on that point, as to whether under the law as 
presently written the Federal Maritime Board has the authority to 
ro into licensing. 

Mr. Warren. Mr. Stakem, would you do that, and have it sub- 
mitted to this subcommittee as early as convenient? 

Mr. Srakem. We will be happy to. 

Mr. Warren. We would be interested to know whether or not, in 
the opinion of Maritime, licensing is possible under present law. 

Mr. THompson. Mr. Stakem, the Chair would like to state that the 
subcommittee is trying to do this job as quickly as possible in order 
to solve some of the problems in this dying Maritime industry. 
Every segment of it is important. You can deal in generalities, as I 
believe has been done for years, on any problem and never get to the 
bottom of it unless you get to specifics. Do you have personal 
knowledge of Maritime’s attempt, earlier during these hearings, to 
cause this committee to suppress certain information that the com- 
mittee had in its files for fear of embarrassment to some part of the 
industry? And, are you aware of how Maritime, through its Adminis- 
trator, imparted certain things to this committee base d upon a possi- 
bility of prosecution of Government employees for divulging informa- 
tion that it considered as being confidential? 

Mr. Sraxem. No, Mr. Chairman, I have heard or seen nothing that 
would indicate that we were not in complete accord with what this 
subcommittee was trying to do. As a matter of fact, all the com- 
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ments that I have heard have been to the point that we were glad that 
the subcommittee did undertake this because we recognize that it is 
an area that needs clarification. 

Mr. THompson. That again is a generality. 

Mr. Srakem. I know I know of no specifics. 

Mr. THompson. I think that if the Maritime had dealt with specifics 
back in October 1954, this committee’s investigation would not by 
necessary. I mention, specifically, the cases of X number of corpora- 
tions that this subcommittee had reason to believe were pursuing 
questionable practices that should be looked into. When we deter- 
mined that in fairness to all we would divulge and notify the specific 
companies involved, I distinctly remember, through a messenger on 
that very afternoon, that several citations of law were imparted to 
the chairman, indicating that perhaps prosecution would result for 
the divulging of such information publicly. Do you personally know 
anvthing about it? 

Mir. Stakem. | have no knowledge of it. 

Mr. Tuomrson. You did not know that these citations were for- 
warded to this subcommittee? 

Mr. Stakem. No. 

Mr. Tuompson. I know that the citations were forwarded to this 
chairman indicating that if these names were made public it would 
be a source of embarrassment and great harm to the principals 
involved. [ want to ask vou whether or not you have noticed any 
harm befalling any of the witnesses or persons mentioned in any of 
the releases by this subcommittee? Have you noticed any undu 
embarrassement to any segment of the industry as a result of this 
committee’s action? 

Mr. Srakem. No. I can truthfully say that IT have heard of none 
and have noticed no embarrassment. 

Mr. Tuompson. Thank you, Mr. Stakem. 

Counsel will proceed. 

Mr. Warren. Mr. Stakem, I have one or two questions on th 
Bland Act. Then, I would like to consider the Board’s regulations 

After the Bland Act went into effect, forw: rline concerns were 
utilized on export shipments under the authority . f the War Shipping 
Adminisiration; is that correct? 

Mr. Srakem. Yes; that is correct. 

\ir. WarreN. At our first Washington hearings, we had testimon) 
to the effect that after the war Maritime actually considered that the 
law had served its purpose and had become inoperative, and an 
opinion was rendered to that effect; is that correct? J] think the 
Washington testimony will bear that out. 

Mr. Srakem. | think I would like to have Mr. Beach of the Lega! 
division answer that question, Mr. Warren. 

Mr. Beacu. My name isJohn Beach. My recollection was that the 
Maritime Commission reported to Congress that it believed the Bland 
Act had served iis purpose and that it was no longer going to make 
any reports; that the transactions had been closed out under thie 
Blend Act and that no further activity was contemplated. 

Mr. Warren. Thereafter, 1 understand that certain letters were 
directed to the former Commission, the Bland Act was reactivated, 
and General Order 70 was published pursuant thereto under a finding 
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by the Commission that the Bland Act would apply to rehabilitation 
and relief statutes; is that correct? 

Mr. Beacu. I am not sure that there was a specific finding that the 
Bland Act would apply to these shipments. 

Mr. Warren. May I read to you from General Order 70, rule 243.1, 
finding of the Commission: 
The Commission finds that it is appropriate in the public interest that cargoes 
ported pursuant to the Foreign Assistance Act of 1948 and other statutes pro- 
iding for the relief and rehabilitation of foreign countries shall be forwarded 
rough the facilities of private freight forwarders in accordance with the rules 
erein set forth. 
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That seems to indicate to my mind, Mr. Beach, that Maritime today 
could not consider it merely a wartime measure, and that it is the 
authority under which Government agencies are presently using 
forwarders. 

Mr. Bracn. Mr. Warren, that was, I believe, 1950 that General 
Order 70 was issued. 

Mr. Srakem. That was May 26, 1949. 

Mr. Warren. That order is still in effect, is it not? 

Mr. Beacn. It is still in effect. 

Mr. Warren. Government agencies are still using forwarders in 
connection with it? 

Mr. Beacn. That was the interpretation made by the Maritime 
Commission at that time. I think there has been a change in view- 
point as to the applicability of the Bland Act today. 

Mr. Warren. But you have not rescinded General Order 70 to 
that effect? 

Mr. Bracu. No, but I believe that vou will recall that, when Mr. 
\lorse appeared before this committee in October 

Mr. Toompson. After all, this is only 6 years later and they have 
just gotten around to it. 

Mr. Srakxem. I think, Mr. Chairman, on that point, we have said 
that we were proposing to amend General Order 70 but were not going 
to make an amendment of it until after this committee had finished 
its present hearings. 

Mr. THompson. This committee was organized in August of last 
vear. Certainly from 1949 or 1950 until that time, there should have 
been some thought given to it, | would think. 

Mr. Srakem. I would not argue that point. 

Mr. Warren. Mr. Stakem, we know that forwarders today contend 
that the Bland Act represents a requirement by law to use freight 
forwarders except strictly military cargoes. As a matter of fact, there 
has been some difference in interpretation as to whether or not military 
cargoes in the general sense (namely, those forwarded by the Depart- 
ment of Defense) were embodied in the act itself or the interpretation 
thereof. But, we know that today there is a definite difference in 
opinion as tointerpretation on this point. Furthermore,some witnesses 
have acknowledged that the words themselves are not sufficiently 
clear and are capable of different interpretations. My only point is 
that it would seem, in view of this situation, that the Maritime Ad- 
ministration would heartily favor some clarification by amendment 
either to require that forwarders should be used in all cases, or to 
prohibit the Government from using them, or to make it clear that, in 
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the discretion of the agencies, they may be used. Would you suppose 
that? 

Mr. Stakem. Yes: I think so, Mr. Warren. I would be the first 
to admit that there has been some confusion in the past, but I do not 
think there is any confusion as to what the situation is at the present 
time. 

| think we would very much like to see a clarification, if your sub- 
committee so desires. 

Mr. Davipson. If I may, Mr. Warren, I would like to ask a 
question. 

I do not follow you, Mr. Stakem. You admit that this thing has 
been fuzzy and confused for the last 6 years certainly, and you say 
that it is not now confused, because you are going to propose certain 
changes and you have recently written some letters to Government 
iwencies; but you would like to hear what we have to say about it. 

Now, that leaves us pretty — ised. I do not think that there is 
anyth ing settled here at all by he Board. 

Do you consider this matter a finitely settled? 

Mr. Srakem. Well, I think I could clarify it this way, Congressman 
Davidson, that, if nothing was done by this subcommittee on the 
question of the Bland Act, that the present Maritime Administration 
would get out an amendment to 70 which would bring the interpre- 
tations in keeping with the understanding between Maritime and the 
Government agencies at the present time. That understanding is 
that those agencies can use freight forwarders if they so desire and 
that Maritime will make, and will be very happy to make a list 
ivallable to them of the forwarders who desire to engage in that 
business. 

Mr. Davipson. Do you not think you ought to wait until our final 
report to see if we do it? 

Mr. Stakem. As I stated before, we intend to wait on any amend- 
ment to 70 until this committee has been through with its work. 

Mr. Davinson. Then it is not settled yet? 

Mr. Stakem. That is right. 

Mr. Davipson. Mr. Stakem, if I may just proceed with one more 
question, [ want to get back if I can so that I do not lose this thought. 
You have proposed seven rules of definition for determining the 
earning of brokerage; is that right? 

Mr. Srakem. That is right. 

Mr. Davipson. I think Mr. Beach of the legal division might be 
able to answer this for me. As a lawyer, do you think those rules 
are going to solve the problems involved? Do you feel that they are 
sufficiently clarified, and do you think that your terminology is suffi- 
ciently cogent to denominate exactly when brokerage is earned and 
when it is not, or would you, as a lawyer and bill drafter, like some- 
thing a little more precise than what you have there? 

Mr. Bracn. Yes, sir; I think we would, « ertainly, if we could find 
something more precise. 

Mr. Davipson. As a lawyer, I ask you this: You say that a for- 
warder must ‘book the cargo.’”’ You use that term in one form or 
another throughout all of your rules. 

Suppose I am a shipper and I tell my forwarder to book or ship on 
a certain vessel. Did the forwarder book, or did he merely perform 
a ministerial duty, in vour opinion? 
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Mr. Beacu. | should think he merely performed a ministerial duty 
n that case. He followed the directions of his principal, and he did 
nothing more than what the principal’s secretary would do in making 
a reservation on a train from here to New York. 

\[r. Davipson. So, in other words, a forwarder, if he wants to 
earn brokerage, will have to say to his shipper: “I know what you 
mean and you know what I mean, but don’t tell me. Otherwise I 
won't be booking it. You will be booking it.”’ 

Mr. Beacn. Possibly that would result. It would be difficult, I 
think, to, as I say, sir, get a rule that everyone would understand and 
interpret the same way. 

Mr. Davipson. Do you not think that the seven rules of definition 
are confusion twice compounded? Do you not feel that you are going 
to run into more hazy areas as to whether or not brokerage is earned? 

Mr. Breacn. Certainly that possibility exists, sir. 

Mr. Casry. One other question along the same line: As to the 
question that Mr. Davidson put to you when the shipper designates 
the particular line that he wants the cargo placed on, you say the 
forwarder is only performing a ministerial duty. I think you will 
probably go one step further and say that, if the shipper says, “Get 
this cargo to Liverpool by the most appropriate ship available, givin 
consideration to rates and times,” that there is only one ship that Saat 
fill that description and it could be considered that even that is a 
ministerial duty? 

Mr. Beacu. I think so; yes, sir. 

Mr. Tuompson. Proceed, Counsel. 

Mr. Warren. Mr. Stakem, I have one further question on the 
Bland Act. We have heard testimony to the effect that the Govern- 
ment in some cases actually chooses the carrier, but this choice is 
finalized by the broker. This was brought about under the present 
system in order to insure the receipt of brokerage to the forwarder. 
Now, if such a device were in operation under your proposed rules, and 
it has happened in the case of the Agriculture Department and the 
General Services Administration, would that be interpreted as a bona 
fide booking? 

Mr. Staxem. If I take your case, the Government agency directs 
the booking to a certain line or certain carrier and merely has the 
broker perform the necessary functions to accomplish that objective? 

Mr. Warren. The broker actually books it, but pursuant to the 
decision of the Government to book it on a particular line? 

Mr. Stake. It would be hard to see where a brokerage could be 
paid in that instance, although I think it would have to come down to 
the judgment. I will answer it this way. 

Basically, we believe that the payment of brokerage is a managerial 
responsibility of the carrier. The Maritime Commission in one of its 
dockets used that expression that, in the final analysis, the decision to 
pay or not to pay brokerage was the decision of the carrier. 

\ir. Warren. And you think the carrier, under the present system, 
is able to make that decision? Does it have any choice under the 
present system? 

\Ir. Stakem. By present system you mean what? 

Mr. Warren. Under existing law. 

\Ir. Sraxem. Under the existing law? 

Mr. Warren. Do you know of.any carriers who have refused to pay? 
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Mr. Stakem. I cannot cite a specific instance, Mr. Warren, but ] 
would imagine that there are instances where carriers have refused to 
pay. 

Mr. Warren. Prior to Docket 657, do you know of any carriers 
who did not pay? 

Mr. Stake. Yes. I believe that prior to 657 that there were 
carriers who did not pay brokerage. 

Mr. Casey. May I ask a question? 

Mr. THompson. Yes. 

Mr. Casry. What would the Board say about the payment of 
brokerage by a carrier pursuant to management decision where there 
was absolutely no service rendered to that carrier, so far as subsidy 
is concerned? 

Mr. Srakem. I think that the basic philosophy behind our rules 
and what the Federal Maritime Board is trying to get at, Mr. Casey, 
is that brokerage will only be paid when it is actually earned, and | 
think that, in the future, cases may come to the Board in which we 
may get some of the finer points ironed out. 

It is certainly not the idea of the Board or the staff that brokerage 
should be earned by a mere nomination of a ship. 

Mr. Caspry. Is it not about time that the Board decided that it was 
not solely a management decision if they are just making the decision 
to pay brokerage because of a custom that forces them to pay broker- 
age and not because of a service that was rendered to the carrier? 

Mr. Srakem. Our position is that it should be on the basis of serv- 
ices rendered to the carrier. 

Mr. Tuompson. Have you ever personally had the experience of a 
representative of any carrier stating to you that his line deplored the 
payment of brokerage in most cases, or felt that they were forced to 
pay? 

Mr. Staxem. Not to me personally I haven’t had that happen. 

Mr. THompson. You have never had the representative of any line 
tell you personally that they deplore the payment of brokerage and 
felt it an undue burden in many cases? 

Mr. Stakem. Not to me personally, Mr. Thompson. 

Mr. Tuompson. Mr. Tibbott, have you ever had any such repre- 
sentation made to you? 

Mr. Tissorr. I have been turning it over in my mind ever since 
you asked the question because I have been wondering what the 
answer was to that. I do not recall any such statement. 

I do recall a diversification of opinions having been expressed to me 
on this subject, ranging all the way from the carrier who feels that the 
actual service of using a forwarder, the mere fact that the forwarder 
is used expedites the shipment and reduces his problems to an extent 
that he feels there would be money in his pocket to pay him the usual 
1}; percent, all the way down to certain carriers—and I cannot recall 
the name of any carrier at this moment who has said to me, ‘‘Broker- 
age is simply a custom of the trade. It is unnecessary. ft is a 
nuisance and we just pay it because everybody else pays it.’ 

That thought has been expressed, but I couldn’t name any carrier 
that has expressed it to me. 

Mr. THompson. Which thought would have come from a majority 
of the lines, in your opinion, to the best of your memory: the first 
thought that you indicated, or the last? 
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Mr. Tissott. Well, to be perfectly frank with you, I think that the 
mis jority of the opinion would be somewhere in between those two. 

Mr. THomprson. Of course, you know that most of the testimony by 
conference Officials to this committee indicated that forwarders were 
rendering a very good service. 

Mr. Trssorr. Quite a few have said that, and I would say that 
probably, as I say, it would be in between the two extremes; but I 
would say that the majority would hold out that brokerage is cus- 
tomary and serves a useful purpose. 

Mr. Tuompson. The representative of the Interstate Commerce 
Commission yesterday indicated that at times permits were refused 
to property brokers in areas where solicitation agents adequately did 
the job. Now, that is certainly not a stated opinion by me, but it 
could be construed just the other way around, in my opinion. If 
most of these conference officials testified that forwarders are a great 
help to them and acquire for them most of their business, that in those 
areas where forwarders are doing this marvelous service, the Govern- 
ment should look into the possibility of closing some of these solici- 
tation offices that are a burden to the carriers and would perhaps put 
the carriers into a better recapture position. Would that not be 
logical? 

Mr. Tissotr. Well, if I may say, Mr. Thompson, a certain amount 
of the solicitation is the solicitation of the forwarders. 

Mr. THompson. That has been testified to by conference witnesses, 

Mr. Tissorrt. I believe that is correct, that the solicitation staffs 
ae it not only the individual shippers but solicit the forwarders very 

venerally. 

Mr. Warren. Is there duplication in that solicitation, in your 
opinion, Mr. Tibbott. 

Mr. Trsporr. Well, I guess there is duplication in practically every 
walk of life. 

| apologize. I am talking generalities again, Mr. Chairman. 

Mr. THompson. Go ahead, Mr. Tibbott. That is all I have heard 
all morning. 

Mr. Tissorr. I will be in style then, I am afraid. 

The forwarder, of course, is necessary, particularly to the exporter, 
who is in the interior of the country who has no office at the seaport. 
There are a great many details of forwarding, the preparation of 
export documents, the tracing of the shipment to see that it gets 
there and gets to the carrier, various services that have to be performed 
at the seaboard there. 

Mr. Tuompson. I will not burden this committee further on that, 
because I think that this is well known. 

Mr. Tissorr. The point I make is that, by virtue of the services he 
renders, the forwarder reaches throughout the interior of the country 
and draws business down that way. It may be that the soliciting 
staff of the steamship company does not cover the interior of the 
country as well as the forwarder by virtue of this business that comes 
that way, and that the solicitation of the steamship company will 
go more to the port areas rather than to cover the entire country. 

Mr. THompson. As a matter of fact, Mr. Tibbott, I know that these 
Steamship lines have solicitors in many towns far removed from ports, 
at points of origin of agricultural products, and other places. 
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Mr. Tissorr. They do, Mr. Thompson, but I don’t believe they 
give quite the coverage that the forwarders do, and that is one of the 
benefits of the forwarders. 

Mr. THompson. How far in do forwarders go? Aren’t they mostly 
at ports? 

Mr. Tissorr. Yes, but the inland man who needs assistance there 
is reached by a forw arder, either through solicitation of a forwarder, 
or it may be that the shipper himself reaches out for the forwarder. 

Mr. Tompson. Of course, the duplication of effort goes like 
tweedledee and tweedledum. The forwarder solicits the shipper; the 
carrier solicits the shipper; and then he goes back and solicits the 
forwarder, so that there is a duplication. 

Mr. Trissort. I think there is duplication. 

Mr. Txompson. Under the ICC regulations, where a property 
broker controls the routing of a shipment, I think they preclude 
payment to the broker; do they not? 

Mr. Tissort. Well, that part of the rule was not 100 percent clear. 
I think you have to control it through some affiliation or, as I recall 
the rule as I was reading it yesterday, some connection or affiliation 
with the shipper. 

Mr. THompson. By agency contract? 

Mr. Trssorr. It was not flatly barred, in my recollection. My 
recollection of the testimony was that it was not 100 percent barred, 
that normally if that was all that existed it might be barred, but 
there are other circumstances that might be involved. That is my 
recollection. 

Mr. THompson. They testified yesterday that, whether by agency 
contract or otherwise, where the forwarder was acting as an agent 
of the shipper and controlled the routing, brokerage would not be 
paid. So, in cases where a carrier must solicit a broker prior to 
getting the business, wouldn’t that indicate to you that this broker 
controlled the shipment? Isn’t that a parallel case? 

Mr. Trsporr. I certainly think that the forwarder, or broker as 
you call them, no doubt has a certain control over the routing of the 
business. 

Mr. Trompson. Then there is duplication when a carrier and 
forwarder both solicit a shipper? 

Mr. Trssorr. I agree. I don’t see how you can say otherwise. 

Mr. Davinson. Mr. Tibbott, apparently there are many services 
other than just the booking of the cargo that the forwarder does 
perform for the carrier, is that right? 

Mr. Tirssoir. There are other services that are of advantage to 
the carrier, certainly. For example, they may not be for the carrier’s 
sole benefit. 

Take the matter of the export declaration alone which is a require- 
ment of the shipper. The cleared export declaration must be sub- 
mitted to the ship. The carrier takes the export declaration and 
puts it onto the manifest and turns it over to customs as an incident 
to clearing the ship. They cannot clear the ship without those export 
declarations. 

If those export declarations are delayed or they don’t have them 
on hand, the ship cannot load the cargo or it runs the risk of a heavy 
fine, so that it is very much in the ship’s interests to have these papers 











y 
e 


ty 


de 


ir. 
all 


on 


Ay 
ad, 
yut 
ny 


cy 
ent 
be 
to 


ker 


as 
the 


and 


wes 
loes 


> to 


ier s 


lire- 
sub- 
and 
dent 
port 


yem 
bavy 
pers 


FOREIGN FREIGHT FORWARDERS AND BROKERS 863 


cleared promptly and expeditiously and, if a forwarder does it more 
expeditiously, that is of benefit. 

Mr. Davipson. There are other things besides? 

Mr. Trssorr. Yes. I am mentioning that as one. 

Mr. Davipson. Do you not think that your seven definitions are 
deficient in not including those other services as warranting the pay- 
ment of brokerage? 

Mr. Srakem. On that, Mr. Davidson, I think that, where the 
broker performs other services than those which come within the 
definition of brokerage, he should be paid by the carrier commensurate 
with the services that he rendered, not necessarily brokerage. 

Mr. Davipson. But some fee? 

Mr. Srakem. Yes. 

Mr. Warren. Would you call these nonbrokerage services? 

Mr. Staxem. I think that would be as good a term as I could think 
‘ 
qi. 

Mr. Warren. Do your proposed rules indicate any kind of maxi- 
mum charge which can be made for these nonbrokerage services? 

Mr. Srakem. No, they do not. 

Mr. WARREN. What would prevent a broker from padding those 
charges, if you acknowledge that a carrier is in a position to have to 
pay brokerage? 

Mr. Staxem. I think it would have to be the business of the carrier 
to determine whether the charge for services rendered was high or low. 

Mr. Warren. But if we assume that a carrier is compelled to pay 
brokerage, and I am not stating it as a fact, if you do not include in your 
regulations any maximum charge wouldn’t this nonbrokerage charge 
be a device to exact. additional revenue? 

Mr. Sraxem. In the hypothetical case that you mention, [ think 
that is true; but I think that we would be hard put to it to define and 
set maximum fees for different things that could be done. 

Mr. Warren. Well, the ICC in its regulations stated that, for 
public inspection, the property broker shall set forth a maximum 
nonbrokerage charge. Wouldn’t that be possible? At least you would 
know what the charge is, and it would be available for the public. 

Mr. Casry. Do you not always have a check on this thing so far as 
the subsidized lines are concerned? 

\ir. Stake. Yes, we do have. 

Mr. Casry. In other words, you can always, in the audit of their 
expenses for either direct subsidy or recapture purposes, disallow if 
you find they are paying an unreasonable amount for the services 
rendered? 

Mr. Sraxem. That is right, and we make an efficiency-of-operations 
study on each of the subsidized lines and, if there were any unusual 
expenses of that kind, they would be noted and disallowed. 

Mr. Casry. Mr. Tibbott, in response to a question by the chairman 
as to whether in your discussions with these lines over the years you 
have heard it stated that the lines do not like the custom of paying 
brokerage but what are they going to do if their competitors, par- 
tic ularly their forein competitors pay it and they have to pay it, you 
were in a rush to say that you cannot remember the names of the 
lines; and I, for one, would not ask the names of the lines. But you 
know why it was imperative for you to state that immediately, and 
that is that, if any one line had indicated that they did not like to pay 
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brokerage, they would be immediately in the path of possible damage 
by the freight forwarders themselves, is that not so? In other words, 
no one wants to stick his neck out? 

Mr. Tissorr. No one wants to stick his neck out. That is true. 
However, that is not the reason I did not give their names. The 
reason was that I simply do not recall. 

Mr. Casey. Let me put the question in another way. It is true 
that no lines like to contest this custom of paying brokerage, but that a 
great number of them do not like it? Is that not a fact? 

Mr. Tiszorr. Well, I would agree with the first one, that they are 
very reluctant to contest it for fear of the effect on their business. 

Mr. Casey. That is one of the difficulties that this subcommittee 
has been having, is to try to get the true facts from the lines. They 
tell it to you informally but will not come out in the record, even to 
their conference chairman. 

Mr. Tissorr. That is quite true. 

Mr. Stake. That is quite true. 

Mr. Davinson. You have attempted to solve that by saying that 
you place the responsibility on the carrier to make the managerial 
decision as to whether or not brokerage has been earned, is that not so? 

Mr. Stakem. Yes, sir. 

Mr. Davipson. Well, then, the carrier will be charged to find out 
who denominated it or booked the cargo. They will have to inquire of 
the shipper and the forwarder, and they will have to make a decision, 
to find out whether or not there was a true booking by the forwarder 
to come within those definitions that you have promulgated here and, 
unless they make that inquiry with due diligence and come to the right 
conclusion, then certainly a subsidized line would be paying brokerage 
at its peril, would it not? 

Mr. Staxkem. I think so, yes. I think it would be up to the line to 
determine whether, in any given instance, the payment of brokerage 
came within the rule of the Maritime Administration. 

Mr. THompson. Do you think part of that responsibility should 
more properly lie in the reculating authority rather than the lines? 

Mr. Srakem. I think these, of course, are revised rules and | think, 
if the lines find any problem with them, it is up to them to come in and 
point it out. 

Mr. THompson. Suppose this committee comes in with a recom- 
mendation? 

Mr. Sraxem. I think it would be given very serious consideration. 

Mr. THompson. Have you given that very serious consideration 
without any outside recommendations on it? Do you not have a 
position on this particular matter as a matter of policy? 

Mr. Srakem. We feel that the spelling out of the elements of 
brokerave, the way we have in the revised, proposed order, will be of 
assistance in meeting some of the abuses in the payment of brokerage. 

Mr. THompson. Of course, you want to give assistance to meet any 
abuse that exists to the greatest possible extent, I am sure. 

Mr. Stakem. That is right. 

Mr. Tuompson. If you are the regulating authoritv, why should you 
not assume the responsibility of seeing that these things are properly 
developed and payments not made where improper. Why wouldn't 
the reculaiing authority be responsible for that? 

Mr. Srakem. Well, I think that the regulating authority, because 
they are a regulating authority, are charged with the policing of their 
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rules, and I think that if these rules went into effect that the Federal 
Mari‘ ime Board would be expected to take steps to see that the rules 
were reasonable and that they were lived up to. 

Mr. Davipson. You have two jobs. One is to make the rules and 
the other is to police them? 

Mr. Stake. That is rizht. 

Mr. Davison. You ovght to make rules that are sufficiently 
definite so that the people will understand them. 

You said before that “We will wait until a case comes up and then 
try to be more definitive.” 

That puts the people for whom you promulgate these rules at a 
terrible disadvantage, both carriers and forwarders. Your own 
counsel, Mr. Beach, said that he cid not think that, from the stand- 
point of legal phraseology, these things were clear enough. 

Mr. Staxem. Well, I think the Board in passing these proposed 
rules felt that they were reasonable and felt that they were definitive. 

Mr. Davipson. Here is your own counsel who admits that there 
is plenty of room and plenty of margin for misinterpretation. He is 
satisfied with the wording. 

Mr. Beacu. Mr. Davidson, may I come to my own defense here, 
sir? 

I think that any rule we get out is going to be subject to different 
views by different lawyers. I do not mean to say that we have not 
given careful thought to the language that goes into this rule here. 
We have, but we would be the first to admit that it could probably be 
improved. Just because it can be improved we did not feel that we 
should not get it out for matters of discussion. We hope that it will 
be clarified after further discussion, just as today. 

Mr. THompson. Would it be possible, in view of practical applica- 
tion, for counsel who are drafting this terminology to go back to the 
simplicity that was used when the Ten Commandments were written? 
I think there is no misinterpretation about those. 

Mr. Breacn. It would be desirable. Yes, sir. 

Mr. THompson. I think you will admit that these are, as the 
Congressman says, fuzzy and indistinct. 

Mr. Davipson. I am finished. Thank you. 

Mr. TuHompson. Mr. Chase, do you have a question? 

Mr. Cuase. I have one question which I would like to ask. 

Of course, the carriers pay the bill, and part of the services rendered 
are pure brokerage services and the other part are nonbrokerage 
services. Do you think that it would be helpful if those services were 
distinguished? They are in two different classes. Do you think it 
would be helpful to the carrier? 

In other words, if they are nonbrokerage services, he certainly can 
very quickly ascertain whether those nonbrokerage services were 
rendered, and pay accordingly, not brokerage but compensation for 
those nonbrokerage services which were rendered to him. But the 
two types of compensation, the brokerage for brokerage and the pay- 
ment for nonbrokerage services might well be distinguished so that 
the carrier will more accurately be informed as to just what he should 
pay. 

Now, as to the pure brokerage, do you think that the burden should 
be placed on the carrier to ascertain the relationship between the 
forwarder and the shipper in order to determine whether that relation- 
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ship and the services rendered were of such nature as to entitle the 
forwarder to brokerage? It necessarily follows that the carrier must 
find out just what that relationship was between the forwarder and 
the shipper in order to find out whether that brokerage really was 
earned. 

Should the burden be placed upon the carrier entirely, or should the 
shipper and forwarder be required to furnish the carrier with sufficient 
information so that he shall have something upon which to base his 
decision? 

The carrier has to make the decision as to whether he will pay 
brokerage or will not pay it. 

Should that information upon which he bases that decision be 
obtained by him or should the shipper and forwarder be required to 
help him out on that? 

Mr. Sraxem. I agree with you, Congressman Chase, that it is a 
terrific burden, and [ think that the carrier could well expect that he 
would get assistance from the shipper and the forwarder as to whether, 
in any given instance, they met the rules of the Commission; and it 
may be that before these rules become final that some additional 
requirement alone that line could be spelled out. 

I don’t think the rules cover your point. 

I don’t think the rules, for instance, describe what are purely non- 
brokerage functions that may be performed by a broker for a carrier. 
Maybe that is a deficiency in the rules. 

We would be very happy to take a look at it from that standpoint 

Mr. Cuaser. You recognize that there are two types of compensation 
being paid? 

Mr. Stake. Yes, we do, Congressman. 

Mr. Cuase. The question is whether they should be separated so 
that there is no confusion of thought on them. 

Mr. Stake. I think the point is well taken, and I think that, before 
we finalize any rules, that we should make sure that we cover it. 

Mr. Cassy. I might add, Congressman Chase, that it puts the 
American merchant marine at a real disadvantage because, as far as 
the subsidized lines are concerned, you do have a check on their 
payments through your Maritime Administration but they cannot 
very well refuse to pay brokerage, even though unearned, if foreign 
competotors are going to pay it because the foreign competitors will 
get all the business. Is that a fact? 

Mr. Sraxem. That is a fact and I have a personal knowledge of 
that because of a matter that I investigated for the Board where a 
situation developed in Italy with respect to American cotton, where 
a freight forwarder or broker, perhaps a man acting in both capacities, 
did corner a good part of the market to Italy, and the net resuli 
was that the business was taken away from the American lines. It is 
a real problem to the carrier. We recognize that. 

Mr. Tuompson. Did that not have a lot to do with rebating too? 

Mr. Staxem. Yes. In this case that I cited there was no question 
that the foreign broker or freight forwarder, however you want to 
describe him, did seek a rebate on ocean freight from Italian lines and 
from American lines, and was refused a rebate by the American lines. 

Mr. Davipson. Mr. Stakem, I think we have hit the basic problem 
squarely on the head here, and that is this: that, unless the Board 
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definite and understandable, and the chairman has given as an 
instance that degree of preciseness in the Ten Commandments, unless 
we have something that is very clear, definite, and understandable, 
the economics of the situation are going to nullify any of these things 
that you try to promulgate, and you will have solved nothing. 

Mr. Stakem. We hope that when we do get out rules that it will 
help. We hope that, by obtaining information from all segments of 
the industry, we can get out rules which the statute says should be 
fair and reasonable That is our objective, Congressman. 

Mr. THompson. Mr. Pelly, did you have a question? 

Mr. Petty. I do not know whether this witness is the proper 
person to whom to address this question, but possibly, through 
contacts with the Department of Defense, somebody from Maritime 
could clarify it. 

As I understand it, the policy of the Department of Defense is 
presently to insist that, in the transportation of the various agencies 
of the Department of Defense, they must take the lowest ocean trans- 
portation rates and the lowest port handling charges in purposes of 
evaluating any bids or proposals, so that when requested by any 
proc urement activity in the Government, it is up to the military 
or the MSTS to furnish exactly what the charges are going to be. 

I was wondering, in that connection, how brokerage service would 
affect the actual cost as far as the Defense Department is concerned. 

Mr. Sraxem. I wonder, Congressman, if I could have Mr. Spencer 
elaborate on your question. I think Defense does participate in the 
coordinated efforts of Maritime, and I think he can possibly throw 
some lizht on that. 

Mr. Spencer. Well, Mr. Pelly, the MSTS when using its own ships 
does not pay brokerage. Furthermore, the MSTS has contract freight 
agreements with the various lines one of the conditions being that the 
lines will not pay brokerage. 

Mr. Petty. Then, to go further than that, though, other agencies 
of the Department of Defense in handling foreign shipments must 

contract at times on Government-financed shipments with foreign 
lines or with domestic liner service or tramp vessels. In that case, 
how is brokerage treated? 

Mr. Spencer. I think maybe we ought to break that down into 
several items, sir, if we may. 

Are you thinking, sir, of outward or inward or both? 

Mr. Petuy. I am thinking of outward. 

Mr. Spencer. Outward. The military give priority to American 
ships. They have used foreign ships on a berth basis in some ports 
where they don’t have their own organization to bring the cargo 
fi rw ard. 

[It is conceivable that then they would use forwarders and the ships 
pay brokerage. They may even do that on a United States-flag ship 
at an outport where they do aot have their own organization, but, as I 
inderstand, the present instructions of the Department of Defense 
are that they instruct the commanders in the various port areas to 
vet bids, competitive bids, for forwarders when they want to use their 
services, rather than to pay normal forwarding fees. 

Mr. Petry. I think that clears up the point. Thank you. 

Mr. THompson. I certainly do not want to stop any questioning by 
iembers. But, because of time, I think that if we go along with 
counsel, afterward we will be able to question the witnesses. 
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Proceed, Mr. Warren. 
Mr. Warren. Mr. Stakem, does the Board regulate brokers? 

Mr. Stakem. Not as brokers, no. If you will remember, Mr. 
Warren, in the American Union Transport case, which resulted from 
Maritimes’s docket 621, the Supreme Court did not rule on that 
point. 

Mr. Warren. As I understand, prior to the American Union 
Transport case, the Maritime Commission assumed jurisdiction over 
forwarders and the issue went up to the Court as concerned for- 
warders. My question is, under present law, namely, the Shipping 
Act of 1916, has the Commission assumed jurisdiction over brokers as 
such? 

Mr. Srakem. They have not, Mr. Warren. As a matter of fact, in 
the decision In re Gulf Broke rade and Forwarding Agreements (1 U. -. 
M. C. 533 and 534), the former Maritime Commission said this: 

Brokers are not subject to the Shipping Act of 1916 and consequently agree- 
ments between carriers subject to that act, and brokers are not of the character 
required to be filed under section 15 thereof. 

Mr. Warren. Mr. Stakem, to what extent does the Board today 
regulate the payment or the nonpayment of brokerage fees? 

Mr. Stake. Through its regulation of the carriers who must pay 
the brokerage in any given instance. In other words, we reach the 
brokers indirectly. 

Mr. Warren. What rules does the Board have regulating the 
payment, first, and the nonpayment, second, of brokerage? 

Mr. Stakem. I think, to answer your question, Mr. Warren, that 
under the present General Order 72 there is a statement that brokerage 
cannot be paid in circumstances such as to constitute a rebate, and 
other than that there is no regulation. 

Mr. Warren. Now, as to the nonpayment of brokerage, what 
rules has the Board made regarding the nonpayment of brokerage and 
under what authority has it made these rules? 

Mr. Srakem. I wonder if Mr. Beach can answer that? 

Mr. Bracu. I assume you have in mind, Mr. Warren, the decisions 
with respect to conference agreements under section 15. 

Mr. Warren. Just briefly, Mr. Beach, on that point; yes. 

Mr. Breacu. The first one I believe was 645, in which the Maritime 
Commission—and I would like to refer to my notes. 

Mr. Warren. Mr. Beach, actually I do not deem it necessary to go 
into the various decisions. Tell us what is the present rule as to the 
nonpayment of brokerage. 

Mr. Beacu. In docket 657, the Commission held that a conference 
provision prohibiting the payment of brokerage was detrimental to 
the commerce of the United States under section 15 of the Shipping 
Act, and should be eliminated. 

Mr. Warren. So it is true today that you cannot stipulate a pro- 
hibition in a conference agreement? 

Mr. Beacu. That is right. 

Mr. Warren. And that is the extent to which you have regulated 
the nonpayment of brokerage. 

Mr. Srakem. I think that is true. 

Mr. Warren. Under your proposed rules I notice that you did 
draw a line of demarcation. You defined brokerage as a service con- 
forming to 2 or 3 elements. 
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Sut, never do you refer to the word “broker,’’ except in one minor 
instance. You say, ‘‘A forwarder shall not receive a brokerage com- 
mission unless * * *.”’) Now, wouldn’t it be helpful if the Board 
assumed direct jurisdiction over brokers and called a spade a spade; 
namely, ‘‘A broker shall not receive a brokerage commission unless’’? 

Mr. Sraxem. I think it would be helpful and I think that is prob- 
ably another area on which we need a counsel’s opinion, Mr. Warren. 

Mr. WarREN. Mr. Stakem, I asked that question in this light. In 
New York, we were told by Mr. Willever of the J. R. Willever Co., 

‘ht broker for Ford Motor Co., that he was not a freight forwarder 
bu it a freight broker. He made a very decisive point of that. My 
point is, if you do not regulate brokers direc tly through your proposed 
rules it would appear that a broker, as such, could escape regulation 
of the Board. What do you think of that, sir? 

Mr. SrTaKEM. I think that is true except we fe el that there is some 
element of authority by reason of the fact that we have a rule against 

‘ carrier’s payment of brokerage unless it meets the test that we 
have set up. It is an indirect rule. 

Mir. WarreEN. The carrier’s payment? 

Mr. SrakemM. The carrier’s payment of brokerage is controlled by 

faritime. I mean by that that the rules set forth the elements that 
must be present for the payment of brokerage by a carrier. 

Mr. Warren. But, you refer to payment to a freight forwarder. 
Suppose the person involved argues that he is a freight broker? 
Would he not have a reasonable argument to escape regulation? 

Mr. Srakem. There is no question about that and the gist of the 
question is, Can the Maritime, under the present time, regulate brokers 
as such as distinguished from freight forwarders? 

Now, my answer to that is that in the one case that we have on the 
record, going back to 1936, the former Maritime Commission stated 
that brokers are not subject to the Shipping Act of 1916. Whether 
or not the present counsel of the Maritime agree with that opinion, 
that I do not know. 

Mr. Caszry. Mr. Stakem, you do not mean that the Maritime Board 
can escape responsibility for correcting a deficient situation really 
because the existing law does not cover it? I mean to suggest that, 
if ths existing law does not cover it, and you have a situation that 
needs correction, it seems to me that you have a responsibility to 
request the Congress to enact a law. 

Mr. Stakem. I wouldn’t argue against that position. 

THompson. It was stated to this committee that you saw no 
changes required in existing law covering that subject? 

Mr. Stakem. Perhaps the answer, Congressman, is that the Mari- 
time or the Federal Maritime Board have felt that their control of 
brokerage, through the control of the payment of brokerage by 
carriers, has been sufficient up to this point. 

\[r. THompson. But to a forwarder. 

Mr. Srakxem. To a forwarder. 

Mr. THompson. Not to a broker. Has that ever occurred to you 
in any of the discussions about this subject? It seems that everything 
to which you have agreed that should be done was developed before 
this subcommittee instead of over the 6 years or so that you have 
been trying to determine the problem. 
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Mr. Tissorr. If I may answer, the proposed rule covering the 
payment of brokerage states that no forwarder may accept brokerage, 
and that goes to the forwarder. It says, ‘‘No carrier may pay broker- 
age.”’ 

Mr. Warren. To a forwarder. 

Mr. Trsrorr. It doesn’t say that. “Except where brokerage has 
in fact been earned.’”’ That would prevent a carrier, in my humble 
opinion, from paying brokerage to a broker or a forwarder or anyone 
else if it had not been earned. 

Mr. Tuompson. If you had no authority to develop regulations 
concerning brokers, how then could you evaluate whether or not the 
carrier was doing ihe proper thing in paving brokerage? You do not 
state what the brokerage service could be, because you have no 
authority. 

Mr. Tinsorr. I think that they do state how brokerage is earned 
in the early part of tha rule. They attempt to state that. Of 
course, that is going to be subjes ' to clarification, I trust, if the rule 
is ever published and we get the comments from the industry. 

Mr. t PHompson. Of course, that is a point that could be argued 
But, do you agree that it could be clarified, and would be very helpful 
to the entire industry? 

Mr. Svaxem. I think the clarification would be helpful; yes. 

Mr. Warren. In other words, Mr. Stakem, do vou believe that 
the Board would favor amendment to section 1 of the Shipping Act 
of 1916 to include the word “broker” so that Sd would be no ques- 
tion about the Board’s jurisdiction over brokers? 

Mr. Srakem. I do not like to speak for the Board on the matter of 
the desirability of further legislation on that point because I have not 
discussed it with them. 

Mr. Warren. In your opinion, do you think it would be desirable? 

Mr. Stakem. I do. 

Mr. Warren. In your opinion, Mr. Tibbott; do you? 

Mr. Tisporr. Yes, sir. 

Mr. Warren. Leaving that point and going to docket 603, the 
Garcia case. I notice, in that decision that the Board referred to 
the Lehigh Valley case which was a decision prohibiting the payment 
of brokerage to freight forwarders operating in interstate commerce. 
Now, the facts in that case are that an indepe ndent foreign-freight 
forwarder was involved. The former Commission, according to that 
decision, cited the Lehigh case, and stated that brokerage could not 
be paid to such forwarder in that he, in essence, was a shipper. Was 
he an independent freight forwarder? 

Mr. Beacu. Mr. Warren, may I take that question? 

Mr. Warren. Surely. 

Mr. Beacu. Docket 603 involved a freight forwarder who appeared 
as the shipper on the bill of lading. 

His name appeared as shipper, and no one else. 

The Board’s finding in 603 was to the effect that, since he was named 
as a shipper, it was a payment to the shipper which was illegal. 

The same situation was true in the Lehigh Valley case. The 
forwarder there was a forwarder under the ICC. He consolidated 
shipments and his name appeared as the shipper. 

Mr. Warren. So, Mr. Beach, in both cases, neither of the for- 
warders owned a beneficial interest or title to the goods, but never- 
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theless since they appeared as shipper on the bill ef lading, they were 


prohibited from receiving brokerage; is that correct? 

Mr. Breacu. Yes. 

Mr. Warren. I have no further point on that. 

| would like to proceed, Mr. Thompson. 

Mr. THompson. Proceed. 

Mr. Warren. In docket 621, 1 notice a statement to the effect 
that the Board assumed jurisdiction over forwarders in foreign com- 
merce as the result of the American Union Transport case, and over 
forwarders in domestic commerce, with or between Territories and 
possessions. Furthermore, in General Order 72, you define a freight 
forwarder as one who operates in foreign commerce or between the 
Territories or from the United States to the Territories. Now, we 
have heard testimony to the effect that in the domestic offshore trade 
uo brokerage is paid. As a matter of fact, docket 657 does not apply 
to the domestic offshore trade, and, therefore, a conference stipulation 
may prohibit it. What is the difference in the brokerage service that 
is performed in fereign commerce for which brokerage is payable, and 

sanctioned it, and the brokerage service in the domestic offshore 
trade where brokerage is not paid, and where the Board has given the 
freedom to the conference to stipulate a prohibition against it?) Why 
do not the same principles apply? 

\Mir. Srakem. I wonder if we could have a restatement of that by 

reporter? 

Mir. WARREN. I think I can brief it. We know that brokerage is 
not paid in the domestic offshore trade and that it is paid in the 
foreign trade. What is the difference in the brokerage function that 
is performed in each trade? 

Mr. Srakem. I would be hard put to try to describe any difference 
between the brokerage or freight-forwarder function in the non- 
contiguous trade as against the foreign trade. 

Mr. Casny. Mr. Tibbott, do you see any difference? 

Mr. Tissorr. No, sir. 

Mr. Casny. Mr. Beach? 

Mr. Beacu. I am not familiar enough to express an opinion, but 
offhand I do not. 

Mr. THompson. What would be the reason for the difference in 
the rulings of the Board? 

Mr. Warren. In other words, why was it stipulated out of docket 


DD4 ! 


Mr. Beacn. I don’t know why it was. I would be glad to look 
into it and see if I can find an answer, if you like. 

Mr. Casey. Mr. Stakem, do you know who in your organization 
was directly concerned in the ruling that was made in docket 657? 

Mr. Stake. I don’t as of now, Mr. Casey. We could find out. 

Mr. Casry. How long ago did that take place? 

Mr. StakeM. 657 was 1949. 

Mr. Casry. Mr. Tibbott, were you involved in 657? 

Mr. Trsrorr. No, sir. 

Mr. Toompson. Will you submit that to the subcommittee? 

Mr. Srakem. We will. 

(The information referred to will be found in appendix.) 

Mr. Warren. Next, I would like to talk about dockets 645 and 
697 to get an understanding of the law in those decisions. We have 
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certainly heard conflicting testimony throughout our hearings on this 
subject. I think it would merit some analysis here. 

As I understand docket 645, which involved the Pacific Westbound 
Conference, it was stated that under the Bland Act a conference 
could not contain a prohibition against the payment of brokerage in 
its organic agreement, rules, regulations or tariffs. In docket 657. 
the same rule was enunciated, but docket 645 was overruled to the 
effect that the Bland Act had nothing to do with it. Docket 657 
was decided on the basis that to allow such prohibitions would consti- 
tute a detriment to the commerce of the United States under section 
15. Am I correct, sir? 

Mr. Stakem. That is my understanding of the two cases. 

Mr. Warren. In your opinion, what was the rationale of that 
case? 

Mr. Staxem. The 657 case? 

Mr. WarREN. Yes. 

Mr. Stakxem. I think the rationale of the case is this: that the 
former Maritime Commission recognized that the forwarding industry 
was important to the commerce of the United States and that it was 
necessary to assist the forwarding industry and that the Bland Act 
did not particularly apply; and any rule or any practice that was 
detrimental to the commerce of the United States should be eliminated. 

Now, I think the fundamental reasoning was that they felt that 
the forwarding industry was important to the commerce. 

Mr. Warren. Prior to docket 657, were conferences operating in 
the foreign commerce of the United States who contained in their 
organic agreements prohibitions? 

Mr. Staxem. Yes; I believe there were. 

Mr. Warren. Were all such conferences indicated as respondents 
in that docket 657? 

Mr. Tispor. Yes. 

Mr. Stakxem. Yes; they were included in that hearing. 

Mr. WarREN. So today, if they are acting in accordance with the 
law, they cannot contain such a prohibition? We have already dis- 
cusssed the matter that a carrier, as a matter of economic compul- 
sion, may not have a choice in paying brokerage. That is a disputed 
fact, but it has been indicated, I think. 

Mr. Stakem. I think that was pretty much the position taken in a 
later case by the conferences. 

Mr. Warren. As I understand this case, the former Commission 
made a finding that forwarders had developed foreign commerce. 
Now, in your opinion, do forwarders greatly contribute to the devel- 
opment of foreign commerce? My second question is, if so, how 
do you define “development of foreign commerce?”’ 

Mr. Sraxem. | think that the forwarders do aid in the develop- 
ment of foreign commerce, and I define it in this manner: that the 
forwarding industry does solicit. I think they take the foreign com- 
merce picture to a number of people that perhaps would not be 
reached by the shipping industry—I am thinking of the carrier—and 
that their efforts in developing business and trade are of assistance. 

Mr. Warren. Now, Mr. Stakem, I think it is important to this 
committee to get this in its true perspective in regard to the develop- 
ment of foreign commerce. There was a statement in this decision 
to the effect that forwarders developed foreign commerce by virtue 
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of “maintaining offices in foreign countries.” To what extent, 
your opinion, does that take place? 

We have heard testimony that the majority, 1,080, I believe, of 
the forwarding concerns have less than 5 employees. How many 
forwarders, in your opinion, of the 1,600 registered, maintain offices 
in foreign countries and are truly developing commerce in that 
respect! ? 

Mr. Sraxem. I wouldn’t say that the majority have offices in for 
eign countries. 

Mr. Warren. Would you say it is even close? 

Mr. Straxkem. To a majority, no. I should think they would be in 
the minority. I would not hazard a guess as to how many. 

Mr. Casry. I wanted to ask a question at this point. You are 
expressing some opinions now on the contribution of the forwarding 
industry to the commerce of the United States. Is that based on 
some study recently by the Maritime Board or Administration? 

Mr. Sraxem. No; I think it is just based on general experience 
that one picks up after years in Maritime. It is not based on any 
particular study. 

Mr. Casey. Is it based on representations by the forwarders or 
by the carriers? 

Mr. Staxem. I would say both, Mr. Casey, although I have 
talked to more carriers than |] have forwarders. 

Mr. Casry. And, of course, what we are really driving at here is 
the payment of brokerage to forwarders rather than the payment of 
compensation for the services rendered by the forwarders. That 
is true, isitnot? That is, docket 657 is a question of paying brokerage 
to forwarders? 

Mr. Stake. Yes. 

Mr. Casry. Do you subscribe to the proposition that if a for- 
warder renders a service the people he renders that service to should 
pay him fairly for that service? 

Mr. Stakem. Yes; I do. 

Mr. Casry. And they render the service principally, of course, 
to the shipper, do they not? 

Mr. Srakem. I think in large measure the forwarder is a service 
to the shipper; yes. 

Mr. Casey. And he is the agent of the shipper? 

Mr. Srakem. Yes. 

Mr. Casey. As a matter of fact, in your statement describing one 
of these cases, you turned down a proposed definition of when brokers 
could be paid which would, in my opinion, conform to the definition 
that is given to us by the ICC in the case of domestic forwarders. 
That is, in their case, the broker is an independent contractor. He 
brings the shipper and the carrier together. He is the agent of 
neither. But in your statement you say that to so define forwarder 
aud brokerage for foreign commerce purposes would possibly preclude 
the forwarder from receiving brokerage. That is true, is it not? 
Mr. Stakem. I think that is the Capca case that you are referring 


in 


to. 
Mr. Casry. On page 7 of your statement. 


Mr. Srakem., I think the reference that you have, Mr. Casey, is to 
the language that I used when I said “Since a forwarder is an agent 
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of the shipper he would possibly be precluded from receiving broker- 
age under that definition.” 

I think, for my purposes, the key word in there is “possibly,” be- 
cause it becomes a question of fact as to whether the forwarder in 
any given instance is an independent contractor or is an agent of the 
shipper. 

Mr. Casry. Well, if he performs a purely brokerage function, 
then he really is a broker rather than a forwarder, is that so? 

Mr. Sraxem. That is right. 

Mr. Casry. And if he performs a forwarding function, he is per- 
forming that pursuant to the request of the shipper, is that right? 

Mr. Srakem. Yes. 

Mr. Casny. And thereby becomes an agent of the shipper? 

Mr. Sraxem. I would think so. 

Mr. Casry. Because he is hired by the shipper? 

Mr. Srakem. Yes. 

Mr. Casry. He is hired by the shipper to get that cargo to a cer- 
tain destination; that is right, is it not? 

Mr. Srakem. That is right. 

Mr. Casey. And the shipper pays him for that service, does he not? 

Mr. Stakem. That is right. 

Mr. Cassy. He pays him a forw arding fee. Now, under those cir- 
cumstances, why would a forwarder ever be entitled to brokerage from 


a carrier? He is only carrying out the obligations of his contract 


with the shipper. 
Mr. Stakem. If he is an agent of a shipper and performs a purely 
forwarding service, then I would sey that he could net collect brokerage. 
Mr. Casey. Including the booking of cargo? That is part of his 
forwarding services because he has committed himself to get that 


cargo on the ship that will go to a certain point at a certain time. 

Mr. Srakem. Well, than you come down to a question of judgment 
on the part of a carrier as to whether, in this given instance, he has 
rendered sufficient service to the carrier to justify the payment of 
brokerage. 

Mr. Casey. You know that he has no judgment, as a practical 
matter. If he refuses to pay brokerage the next time he does not get 
the cargo. Is it not as simple as that? 

Mr. Stake. Well, I think that is just about right. 

Mr. Casry. That raises some serious question as to the propriety 
of docket 657 which is at the very root of this whole problem. 

Mr. Stake. I would subscribe to that, that docket 657 is an 
important issue. 

Mr. Casey. That is all. 

Mr. THompson. Counsel will proceed. 

Mr. Warren. Mr. Stakem, there is another statement contained in 
docket 657 which states: 

Forwarders are an indispensable link between shipper and carrier. 


Now, in your opinion, does that apply to all shippers? 

Let us take the case of a large shipper who maintains its own traffic 
department. Is the forwarder an indispensable link between that 
shipper and the carriers involved? 

Mr. Stake. Isn’t the answer to that that it depends upon the 
extent to which the shipper maintains a service of his own? 
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Mr. Warren. That is correct. 

Mr. Srakem. I think the shipper must decide that issue. 

Mr. WarREN. But, assume that the shipper’s traffic department is 
performing all necessary forwarding functions. We might make some 
exceptions —assume all forwarding except messenger service—we 

ave beard eases of that kind in Ne »w York. Do you believe, in that 
instance, that a forwarder is an indispensable link between the parties? 

Mr. Srakem. Not the way you put it. In the case that you cite, 
| wouldn’t say that he is. 

Mr. WarrEN. Now, sir, do you believe that a forwarder may be an 
ndispensable link between small, inland shipper who has no traffic 
department or port representation? 

\ir. SrakeM. I certainly do. 

Mir. WARREN. He is needed in that case? 

Mr. Stake. Yes, he is. 

Mr. WarrEN. Now, you have further stated in docket 657 that to 
allow conferences to contain prohibitions in their agreements would 
deny the forwarding industry of a substantial amount of brokerage 

e they predominantly depend upon brokerage for their income, is 
t]| at jcoemelt 

Mr. Sraxem. I wonder if I could have that back again? I didn’t 

ite get it, Mr. Warren. 

Mr. WARREN. Will the reporter please read it? 

The reporter read the question as above set forth.) 

Mr. Stake. Yes, I think that is correct, Mr. Warren. 

Mr. Warren. If that is true, sir, and in the light of the circum- 
‘tances we have discussed in regard to 657, would you say that that 
locket was a basic attempt to protect the small shipper, or the shipper 
who had to use a forwarder and could not maintain a traffic depart- 
ment? Would you say that that is the real basis of docket 657; and 
that that is why the Commission said it is detrimental and would 
seriously affect the forwarding industry, because those forwarders 
would not be able to get as much brokerage and thereby by unable to 
serve smaller shippers? 

Mr. Stakem. You may be correct on that, Mr. Warren, but I am on 
a little thin ice and I think that I would have to take another look at 
657 before I could give you a cetegorical ‘yes’’ or “‘no”’ on that. 

Mr. Casey. Is it not a fact that you have 1,500 freight forwarders 
in the maritime industry? 

Mr. Stake. That is correct. 

Mr. Casey. Is the fact that they get this brokerage responsible for 
the great number of freight forwarders that you have in the industry? 

Mr. Sraxem. I would say yes to that. 

Mr. Casey. Has Maritime made any study to determine whether 
they have too many freight forwarders in the industry? 

Mr. Sraxem. I don’t think that we have made any study along 
that line, Mr. Casey. 

Mr. Casey. But the elimination of brokerage from the forwarding 
industry would certainly result in a decreased number of freight 
forwarders? 

Mr. Sraxem. There is no question about it. 

Mr. Warren. Therefore, one of the crucial questions is how many 
forwarders are needed to serve the needs of foreign commerce? I 
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would like an answer, if possible, Mr. Stakem, to that last question. 
Perhaps Mr. Beach could enlighten us. 

Mr. Cassy. I thought that ‘he said that they had made no study, 

Mr. Srakem. Well, your question is in the record, and we will 
submit an answer for the record on that. 

Mr. THompson. That is satisfactory. 

Proceed with the next point. 

(The information referred to will be found in appendix.) 

Mr. THompson. If it is the pleasure of the other members of the 
subcommittee to adjourn for lunch, we will adjourn and return at 2:30. 
We should be able to wind up within an hour this afternoon. Is there 
any objection? The committee will stand in recess until 2:30. 

(Whereupon, at 12:20 p. m., a recess was taken until 2:30 p. m., 0 
this same day.) 


AFTERNOON SESSION 


Mr. Davinson. The committee will come to order. 

Mr. Stakem, I believe that we asked you to come back at this time 
for just a little more questioning, and I think our counsel, Mr. Warren, 
is ready. 

Mr. Warren. In docket 657, sir, there is a statement, and I will 
quote from it: 

Testimony that the volume of cargo movement has increased, in spite of no 
brokerage payments, is not conclusive that the payment of brokerage might not 
have produced a greater volume. 

The Board seemed to be saying here that if they eliminated these 
prohibitions in the agreements, and made possible the payment of 
brokerage, that a greater volume of cargo might be produced. 

We have heard testimony on the west coast, and other places, I 
believe, to the effect that since these lines or conferences have been 
paying brokerage who had never paid the volume of cargoes had not 
increased as a result of the payment of brokerage. 

Do you have any comment on that, or in the alternative, has the 
Board made any study since docket 657 as to whether or not the 
volume of cargo handled by these various conferences has increased 
as a result of such? 

Mr. Staxem. I don’t know, Mr. Warren, of any specific study that 
has been made of that fact in 657 except that it was repeated in a 
later case. 

| think counsel for conferences did argue the very point that you 
brought up, and the Board, as I recall it, did not sustain the conference 
members, and their petition, based in part on this subject was denied. 

The extent to which the record goes into your particular point, | 
don’t know without checking it again. 

Mr. Casry. Mr. Stakem, in order for cargo to increase through the 
efforts of freight forwarders, they would actually have to go out and 
convince some manufacturers that the »y could ship goods abroad th: at 
they would not ordinarily be disposed to ship abroad; isn’t that so? 

Mr. Staxem. I think that is right, Mr. Casey. They have to de- 
velop new business, I would say. 

Mr. Casry. Of course, the main part of their business is only to 
take care of cargo that is already going abroad in the usual course. 
In other words, a person has already established his market abroad 
and he is going to ship and the forwarder takes care of the shipment. 
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Even the meaning of the word “forwarder” is to take cargo and for- 
ward it to the destination point. 

Mr. StakeM. That is the normal operation; yes. 

Mr. Casey. In order for Maritime to come to the conclusion that 
their operations have increased the amount of cargo, it seems to me 
ey they have to make a study. It doesn’t seem to me that it could 

be a deduction you could come to without some specific study of what 
the forwarders have done by way of scouting new business for our 
foreign commerce. 

Mr. Staxem. I would agree with that. The only point that T am 
making is that I don’t know the extent to which the later case did de- 
velop testimony that convinced the Board. 

Mr. Casry. Did they develop it in 657? I mean, by way of record, 
and not by way of just deductions or conclusions be ised on inference oa? 

Mr. Stake. I have never checked the full record in 657 so it would 
be pure guesswork on my part to try to answer that. 

Mr. Cassy. Of course, you couldn’t just take ordinary figures on 
the amount of cargo in one year and in another year and 1 
deduction. That could arise from a number of circumstances. 

Mr. Srakem. No; there are more imponderables in the situation 
than just that. 

Mr. Warren. Did the Board, in docket 657, receive any evidence 
from people who might have been shipping but who were influenced 
by forwarders to engage in the exporting business? 

Mr. Sraxem. I think we would have to check, Mr. Warren, to try 
to answer that question. 

Mr. Warren. I will just make an observation and go to other 
things. 

[t would seem that the effect of your proposed brokerage rule would 
deny forwarders of a certain amount of brokerage income. Conse- 
quently, it would follow, that some limitation would be placed on the 
amount of brokerage received by the forwarding industry. It was 
observed in docket 657 that forwarders must not be denied brokerage 
income. 

i make the observation for your comment, if you desire, otherwise 
I will proceed. 

Mr. Srakem. I agree generally with your statement, Mr. Warren. 

Mr. Warren. It appeared a little inconsistent. In other words, 
if the Board believes in docket 657, and does not wish to limit forwarder 
income, it wouldn’t have perhaps come forward with a rule which 
would apparently have an effect upon limiting that income. 

Mr. Davipson. Mr. Stakem, if you will, laying aside for the mo- 
ment whether or not the definition of “brokerage” that you have svg- 
gested might limit the income of forwarders, do you personally believe 
that the Board could enforce the definition as you have suggested it 
here? 

Mr. Stake. I think the Board felt that they could, Congressman. 

Mr. Davipson. They feel that they can police that? 

Mr. Stake. Yes; there has been an increase in the investigative 
staff on regulatory work in Maritime, and I think the Board feels that 
with additional staff, they could police these revised rules. 

Mr. Casey. What authority do you have over the foreign lines? 

Mr. Stake. As to the payment of brokerage? 

Mr. Casry. Yes. 
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Mr. Srakem. The only authority we have over a foreign line is 
that when that line becomes a member of the conference and files 
an agreement which is approved by the Federal Maritime Board, 
they are bound to live up to the agreement. 

Mr. WarreEN. Suppose a foreign line does not become a member 
of the conference? 


Mr. Srakem. I think Mr. Tibbott wants to add something to that 
statement. 

Mr. Trissorr. The jurisdiction of the Board over the foreign lines 
is set forth in the Shipping Act of 1916, and section 1, the first section 
of the act defines a common carrier by water in foreign commerce as, 
in fact, any common carrier that engages in that foreign commerce, 
so that irrespective of flag, once that line, whether it is foreign-flag 
or United States flag, engages in our commerce, he becomes subject 
to the entire Shipping Act of 1916, including sections 14, 15, 16, 17, 
and the other sections there. It is not limited to the conference 
activities alone, sir. 

Mr. Warren. Mr. Stakem, in reviewing briefly the proposed rules, 
I have a few questions. In reference to rule 244.1, the only change 
is in the deletion of the words “for a consideration.” Therefore, 
regardless of the consideration, the Board will regulate any forwarder 
who is engaged in the business of dispatching shipments; is that 
correct? 

Mr. Srakem. That is correct, Mr. Warren. 

Mr. Warren. That means that a common carrier is de finitely in- 
cluded in the definition and subject to regulation? 

Mr. Srakem. Yes. 

Mr. Warren. I notice that the word “broker’’ as included in that 
definition, too. By what authority is it included? We heard this 
morning that you have no authority over brokers. 

Mr. Stake. Because of the fact that the broker sometimes per- 
forms forwarding services and we wanted to make this all-inclusive. 

Mr. Warren. Going to the next rule, entitled “Registration,” the 
only change you made there is to require it annually. You make a 
point of stating that such registration, in rule 244.5, is purely for 
identification purposes, and does not mean the Board is investigating 
forwarder qualifications. Accordingly, under the rule, it seems that 
an unqualified forwarder may obtain a registration number just as it 
is possible under the present system. 

Mr. Stake. By completing the data, the form, which is filled out 
by him, which form, of course, is reviewed by the Office of Regulation, 
he can get registered. 

Mr. Warren. So the purpose, really, of the annual registration is 
to acquaint the Board with the status quo of the forwarding industry 
from year to year, rather than to give the Board authoritative power 
or jurisdiction over the regulation of their qualifications, and so forth? 

Mr. Stakem. It doesn’t add one iota to the qualifications other 
than the General Order 72 as now prepared. 

What it does do is it eliminates the necessity for the Office of Regu- 
lation periodically endeavoring to determine whether a particular 
forwarder is still in business. 

Mr. Warren. In section (b) of 244.5, I notice that you have 
“Suspension or cancellation authority over any registrant who has 
violated the Shipping Act of 1916 or these rules.” That is the pro- 
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vision that would enable the Board to cancel a registration number, 
if any of these rules are violated, or if the Shipping Act. is v iolated? 

Mr. SrakeM. Yes, sir. 

\ir. WARREN. Going to section (e) of the same rule, I notice that 
if a forwarder has several businesses, you can only issue him one 
registration number, whereas under the present situation he is issued 
several. What is the Board trying to get at here? 

Mr. Stakem. | wouldn’t say ‘business,’ Mr. Warren. I think if 
it is 1 business, but that he just operates under several names, he can 
only register under 1 name. 

Vir. WARREN. It is my understanding, under this rule, that two or 
more forwarder corporations may be owned by substantially the same 
interests. If that is so, both of them will receive the same registration 
iumber; is that correct? 

Mr. Tisporr. That is correct, Mr. Warren. 

\lr. Warren. As to Government shipments, would this mean that 
each one of hace corporations, substantially owned by the same 
persons, would be able to participate twice on a rotation list? 

Mr. Trssorr. I don’t see how they would. They would get one 
registration number. I think they would have only 1 registration 
number under 70 or 72. I think they would only get on the list once. 

Mr. Warren. Is that one of the purposes of this revision? 

Mr. Srakem. That is the underlying purpose. The primary pur- 
pose, however, is one of identification. We found instances where a 
forwarder was soliciting the account of competing merchants. The 
nerchant didn’t want to put his business in the hands of someone who 
iandled his competitor, and for that reason the forwarder might set 
ip two separate companies or corporations there. 

We feel that that is basically unsound. We think that the man is 
entitled to know with whom he is dealing, and that is one of the 
purposes that we have in mind in stating that only one registration 
number will be given as a means of identification. 

Mr. Casey. Have you revoked the right to practice, so to speak, 
of any of these dummy forwarders? As to these dummy forwarders 
that were referred to in the GAO report, vou people say now you 
agree that there has been evidence that there have been dummy 
forwarders who have been acting improperly? 

Mr. Srakem. Yes. 

\ir. Casry. Have you revoked their right to do business? 

\ir. Srakem. We have to prove our case first. We have a case 
going ahead, and I don’t want to give the details right now. It will 
probably come out within the next 24 hours. I think it would be 
premature—— 

\ir. Caszy. I wouldn’t ask you to. 

Mr. Stakem. To disclose anything. 
against one right now; yes, sir. 

Mr. Casry. Against one of them? 

Mr. Stake. Yes, a forw arder. 

\Ir. Casny. Is it a test case? 

Mr. STAKEM. It will be in the nature of a test case; ves, sir. 

Vir. WarreN. In rule 244.7, “Billing practices,” I notice that you 
set forth certain requisites for invoices and forms of billing as to 
forwarders. You also, in a later section. define brokerage. But, 
there is no requirement on the part of the forwarder to file for a 
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period of vears the amount of brokerage he receives on each shipment. 
Do you think such would be desirable? I call to your attention the 
ICC regulations which require brokerage compensation to remain on 
file for 3 years. Wouldn’t that serve a purpose in your regulations? 

Mr. Strakem. I think that is a good suggestion, Mr. Warren, and 
we will certainly consider it before these rules become final. 

Mr. Warren. In rule 244.8, entitled “Consolidated Shipments,” 
there are some freieht forwarders, as I understand, who serve small 
shippers, and consolidate parcels. They save the shipper the mini- 
mum freight charge that he would have to pay the carrier. They 
save the shipper, as I understand it, on documentation charges, con- 
signee invoices, and so forth. 

When a freight forwarder ships in behalf of several small shippers, 
does the freight forwarder appear on the bill of lading as shipper? 

Mr. Trissorr. In some instances he does, and when he does, he is 
forbidden to receive brokerage by our rules. 

Mr. Warren. Mr. Tibbott, in your opinion, does he appear on the 
bill of lading as shipper, and do the parcels lose their identity? 

Mr. Tresorr. J believe on the small shipments that he would appear 
as the shipper, and they would lose their identity. However, there 
are other cases where shipments are made in containers by a for- 
warder going to a common destination and the forwarder takes out 
a single bill of lading for the entire container, but he lists the name of 
each individual shipper as shipping in that container, and shows 
himself as the agent for the shipper, and the true shipper’s name is 
disclosed on the bill of lading, although there is only one bill of lading 
with multiple shippers, you might say, on it, handled through a single 
agent, through a forwarder. 

Mr. Warren. If he did appear as shipper on a bill of lading, it 
would be quite similar to a freight forwarder operating under Inter- 
state Commerce jurisdiction? 

Mr. Trssorr. If he assumes the common-carrier liability; yes, sir. 
We have several instances where that is done. Those persons are 
treated as common carriers, and not as forwarders. 

Mr. Warren. In rule 244.13, you define “brokerage’’ as compensa- 
tion for securing cargo for the ship. The elements that constitute 
earned brokerage are: 

Cargo that is secured for the ship by the forwarder and brokerage earned by) 
him when and only when (1) upon request to the shipper, consignee, or cargo 


owner, it is booked by or through the forwarder, with a carrier of the forwarder’s 
denomination. 


Upon request of the shipper, it is booked by or through the forwarder. 


How do you ascertain whether or not booking is upon request of the 
shipper? How would it be practical to ascertain that as a matter of 
enforcement? 

Mr. Breacu. Mr. Warren, as I understand it, in some cases today 
the carriers require the forwarder to present them with a certificate 
issued by the shipper stating whether or not they are authorized to 

book cargoes for the shipper. I think that could be done under this 
rule. There quirement might be different from what the requirement 
is today, but in enforcing the brokerage rule, it seems to me it would 
be necessary for the carrier to have some evidence from the shipper 
and from the forwarder to entitle him to brokerage under this rule. 
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Mr. Davipvson. Wouldn’t those certificates become almost pro 
forma? 

Mr. Bracn. That possibility, I think, exists, sir, but we would, 
of course, investigate cases that were called to our attention, and 
prosecute any violations of the rules 

Mr. Caszy. You would have to stumble on one, though, wouldn’t 
you? 

Mr. Beacu. Possibly, but the carriers, I think, could call them to 
our attention. 

\Mr. Cassy. Give me an illustration of the case where the shipper 
would not authorize the forwarder to book the cargo. 

\fr. Beacu. I think right now the Department of Agriculture has 
declined to authorize the forwarders to book cargo on their shipments, 
nd the carriers on the west coast refused to pay brokerage until re- 
cently, I believe, and I thiak they have now waived that requirement 
with respect to the agricultural shipments. 

rs Casey. I can see where a Government department might do 
it, but how about a private shipper? What would be his reason for 
not authorizing the booking of cargo? 

\Ir. WARREN. What would he have to lose? 

Mr. Beacn. He may want to control the cargo shipment himself, 
as Agriculture does. 

Mr. Davipson. He may also want to not pay forwarding fees and 
just let the forwarder be compensated by whatever brokerage he can 
collect. 

Mr. Beacn. That possibility does exist. 

Mr. SrakeM. That is true, Mr. Chairman. 

\Mir. Davipson. I don’t see any purpose in the main for any shipper 
withholding such a certificate. I think it would be just a little addi- 
tional paperwork, that is all. 

The instance that you cited is one where the shipper, namely, the 
Agriculture Department, and the carrier both are unwilling that the 
forwarder should receive any brokerage. 

In such a case, under our existing setup, he wouldn’t receive any 
brokerage either. They don’t have to deal with them at all if the V 
don’t want to. 

What we are interested in is to see whether or not we can formulate 
some rule to bring order out of the chaos that has arisen with regard 
to the payment of broke rage fees. 

Mr. Tissorr. I would like to say, Mr. Chairman, that Agriculture 
(oes want them to receive brokerage. 

Mr. Davipson. According to the testimony I have heard, they 
don’t pay any forwarding fee. 

Mr. Trssorr. That is right, and they want them to get brokerage 
as compensation. 

Mr. Davipson. Then, they will give them a certificate? 

Mr. Trssorr. No, they will not give them a certific ate. That is 
because they are as honest as I hope all the other Government agencies 
are. They will not give them a certificate because that is not the fact. 

Mr. Davipson. They won’t give them a certificate and won’t pay 
them a forwarding fee? 

Mr. Tisnorr. That has been the case; yes, sir. 

Mr. Davipson. They want to use them for nothing? 
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Mr. Trssorr. They want the forwarder to get his compensation 
from the carrier, but if the carrier doesn’t pay them, they don’t pay 
them either. 

Mr. Davinson. They want the forwarder to get his compensation 
from the carrier—that was brought out in the testimony, I believe— 
but they don’t give a certificate if you people make the regulation 
that a certificate shall be required. 

Mr. Trssorr. That is correct. 

Mr. Davipson. Do you think that is honest? 

Mr. Tissorr. In not giving them a certificate when they haven't 


M:. Davipson. They wanted to receive their compensation 
from the carrier in the form of brokerage, and you are going to put in 
a regulation that a certificate shall be required by the carrier before 
it pays the brokerage, and while this Agriculture Department wants 
him to get the brokerage, they won’t give him the certificate. 

What is the purpose of whipsawing like that? That is not open- 
handed dealing. 

Mr. Staxem. I think, Mr. Chairman, that the Federal Maritime 
Board’s idea in the adoption of these proposed rules is pretty much 
that the Government agencies, if they use a freight forwarder, will 
pay him commensurate with the services rendered. 

Mr. Casey. In other words, in those cases under the existing situa- 
tion, the forwarder doesn’t earn a brokerage fee. He doesn’t perform 
the service that the brokerage service essentially is designed to cover. 

That is the way it is in the Agriculture Department. 

Mr. Stakem. I agree with that. 

Mr. Casry. That is complete autonomy, I call it. They are using 
the forwarder for forwarding services, and refusing to pay him for the 
forwarding service, but requiring the carrier to pay for something 
the carrier doesn’t get. 

Mr. Stake. Our position simply is that we think the Government 
agency, like any other corporation or business, should pay for services 
rendered on a compensatory basis. 

Mr. Cassy. Of course, the fact is that they couldn’t very well give 
a certificate if the facts don’t justify the certifying that is required on 
the particular transaction. 

Mr. Stakem. Agreed. 

Mr. Warren. In reference to the booking element, I understand 
that there is a certain amount of cargo that is handled where no 
booking is effected. Do you happen to know about that? 

Mr. Trsporr. I take it you are referring to relatively small parcels 
which are delivered direct to the ship at certain ports without any 
requirement for an advance booking. I would say that when that 
cargo is delivered to the ship, and it is accepted, it is receipted for 
at the dock by the ship, that constitutes booking. It is not advance 
booking, but it is booking. 

Mr. WarreEN. Getting to another element, “is delivered to the 
carrier on arrangement made by the forwarder’. This is to identify 
the forwarder with the shipment. It means that the forwarder not 
only has to book it, and we know that the booking may be difficult 
to enforce or to determine, but in order to earn brokerage, has to 
carry the cargo to the carrier; is that correct? 

Mr. Sraxem. He has to arrange for it, yes, under our rules. 
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Mr. Warren. And, it must be accepted by the carrier pursuant to 
the booking, and the carrier must agree to pay brokerage. Do you 

believe the last sti ulation is very “consequential? Wouldn’t that 
perfunctorily take p ace? In other words, does the carrier have a real 
choice to refuse to pay? 

Mr. Trssorr. We have a report from at least one carrier that he 
never paid brokerage and has never paid brokerage under any circum- 
stances, and isn’t going to. That is the exception rather than the rule. 

Otherwise, I would agree that it may become a competitive neces- 
sity. If he wants the cargo, he is going to pay the brokerage. 

Mr. Warren. Then, you say ‘‘No forwarder may accept brokerage, 
and no carrier may pay brokerage, except where it is in fact earned.”’ 
Therefore, you place a dual responsibility upon the forwarder, and 
upon the carrier to not pay it and not to receive it unless it is earned. 
Also, I notice, in this rule, that you have now gone on record that one 
cannot offer services free of charge or at reduced rates in consideration 
of the shipper or carrier agreeing or allowing the forwarder to receive 
brokerage on the shipment. I take it by that that you are definitely 
taking the position that to do such a thing is an indirect rebate and is 
in violation of the rules; is that correct? 

Mr. Stakem. Yes; I think that is correct, Mr. Warren. That is 
our position. 

Mr. WarreEN. Previously, you have indicated that position, but 
you are now stating that it is an indirect rebate. As a practical 
matter, how is the Board going to determine whether or not brokerage 
is taken into consideration by waiving or reducing the forwarding fee? 
How is the Board going to determine that the fee is reduced on account 
of brokerage? Are they going to stumble on it? Isn’t it a factual 
problem to determine? 

Mr. Staxem. I think, Mr. Warren, it is a factual problem that we 
will have to deal with in the enforcement authorities of the Federal 
Maritime Board. 

I think that we will be close to the picture, and wherever we feel 
that a situation exists that requires a field investigation, we have the 
personnel to do it. 

Mr. WarREN. I notice in your statement that “We observe that 
some forwarders actually occupy the office space of exporters.”’ Does 
the Board feel that there is anything wrong with this? 

Mr. Staxem. I think the Board should know of those situations 
and I think it comes down to an analysis of whether the office rent is 
commensurate with the services that would be rendered by the 
forwarder. I think each case would have to stand on its own merits. 

Mr. WARREN. It would seem that the matter would merit incor- 
porating in your registration questionnaire to supply the Board with 
this information for enforcement reasons. 

Mr. Stake. I agree with that, Mr. Warren. 

Mr. Warren. Also, I notice in your questionnaire that there is 
no requirement to ascertain whether or not stock is paid in. I would 
suggest that that might be an additional fact to indicate to determine 
whether or not the forwarder stock is paid in or watered. 

Mr. Sraxem. Lagree. We shall take that into consideration before 
the questionnaire is finalized. 

Mr. Davipson. The thing that bothers me is this: I have listened 
to testimony on the west coast, and here, and the gulf port, and I 
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have found so many different shades and gradations of services that 
forwarders claim that they are rendering to carriers—and I am sure 
that you are cognizant of a great many services which can be rendered 
by forwarders to carriers—that it would occur to me that you would 
almost have to set up a conference of negotiation with regard to how 
much should be paid. If you say, “We are not going to pay brokerage 
just because brokerage has been the custom; we are going to pay only 
in accordance with the services that ac tually are rendered, ” T think 
that you would have a multiplicity of negotiations and conferences 
as to what constitutes a service and how much it is worth. There 
are not any standards in this rather shifting ahead of service that 
the forwarder can render. In some cases the forwarder will advance 
the freight charges. In other cases the forwarder will not. Would it 
not hamper the commerce of the United States to try and negotiate 
the exact charges and the proper charges for each of these services in 
accordance with their actual quantum merit? 

Mr. Stakxem. I think it would be a difficult job to try to negotiate 
the exact charges to be made on these. I think there are 17 different 
duties that the docket 621 described as being performed by forwarders. 
[ think that there is enough competition in the forwarding industry 
to at least assist in the establishment of fairly standard charges. 

Mr. Davipson. Uniform charges. 

Mr. Stakem. Uniform charges. 

Mr. Casry. Has the ICC fixed the schedule of charges for each of 
the services performed by the domestic forwarders? 

Mr. Sraxem. I don’t know that, Mr. Casey 

Mr. Trsnorr. When you say, “domestic forwarder,’”’ of course, 
under the ICC that is a common carrier and he has to file his common 
carrier rates with the ICC, but as respects the brokers, the property 
brokers, they were talking about the other day, I believe they have 
not fixed either a maximum or minimum. I think they require the 
filing of certain maximum charges. 

Mr. Casry. I guess all the forwarder in the ICC gets is the spread 
in the rates. 

Mr. Tizsorr. On the carload; yes, sir. 

Mr. Davipson. There you have a very simple way of determining 
what he is entitled to. He takes the matter in wholesale and sells 
it retail; doesn’t he? 

Mr. Tissorr. That is what it amounts to. 

Mr. Davipson. That is more or less a simple proposition for the 
domestic carrier to make out for customers to understand. That is 
why I think there is a little difficulty in making the domestic carrier 
analogous to the foreign-freight forwarder. I don’t think it is as 
easy as that. I don’t think we can just jump into the ICC regulations 
and say that is the answer. 

Mr. Srakem. We agree, Mr. Chairman. 

Mr. Davipson. I still think that you would have quite a compli- 

eated and a difficult problem of administration and I think it would 
be very difficult for a forwarder to do business and difficult for a 
carrier or even a shipper to do business if we insisted upon an analysis 
each time of just what service, if any, had been performed. It is a 
very easy thing to set up a service. The forwarder can say, “Well, 
I did do this for you and I did do that for you. This might be a 
little bit in the gray area, but I did do this for you and I am Y entitled 
to be paid.” 
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Then the question comes up: How much? Whether it is a proper 
charge in accordance with your regulations. I think that you run 
into a great many difficulties there in the orderly conduct and process 
of our foreign commerce. 

Mr. Stake. I think we recognize that there are difficulties. The 
forwarding industry has only been regulated by Maritime since, oh, 
say, 6 years at the most, and in that time there have been three major 
dockets of investigation. I am thinking of 621 and 765, and also 
657. I think there will probably be many more before we come to 
the end of the road. 

Mr. Warren. Mr. Stakem, the gist of the proposed regulations is 
that the Board proposes to define “brokerage” or “earned broker- 
age’ that forwarders must charge for forwarding services; and that 
carriers are not precluded from paying fees analogous to nonbrokerage 
fees, even though you have not actually made reference to that in 
your rules. Is that generally what you intend to happen? 

Mr. Staxem. I think that is a good summary, Mr. Warren. 

Mr. Warren. Do you feel that if this proposed rule is found valid, 
you should also consider incorporating a section relating to non- 
brokerage service and fees to be charged therefor? 

Mr. Staxem. I think we agreed this morning that that was an area 
that had not been covered and that we were going to take it under 
advisement. 

Mr. Warren. And the theory of your rule is that a broker must 
earn brokerage to be entitled to it, and, I suppose, that you must 
believe that there are instances today wherein it is not earned; is 
that correct? 

Mr. Srakem. I think that is correct. 

Mr. WarREN. We have heard of instances where carriers are paying 
brokerage on this side and also on the foreign side. Those shipments 
are usually on f. a. s. or f. 0. b. terms. My question is directed to 
whether or not, when it is paid on the foreign side, the foreign broker 
designated by the foreign consignee performs any actual service? 

Mr. StaKem. It is hard to point out that he would perform any 
services for the carrier. I think that he is primarily performing 
services for the importer on the foreign side. 

Mr. Warren. The American forwarder then is performing the 
brokerage service for the carrier; is that correct? 

Mr. Stakem. Yes, but we do know that there have been instances, 
and I think that there are more than just a few, where a freight 
forwarder or broker, whatever you want to call them, on the foreign 
side have endeavored to obtain a fee or commission or rebate, what- 
ever you want to call it, from the American shipper, which could well 
be in addition to the sums that he might have to pay on the American 
side. 

Mr. Warren. Has the Board ever given any consideration to the 
devising of a rule which migkt require conferences to stipulate in their 
agreements that brokerage shall not be paid on the foreign side on an 
export shipment? Would it be desirable? Would it be practical? 

Mr. Stake. It is an idea that we would like to think about a little 
bit before passing a final opinion. You do not want to take an action 
that would result in the carrier losing business to his competitive 
foreign line. I think that carriers must have a little bit of freedom 
to do what business dictates that he must do when he is competing 
with foreign lines. 
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Mr. Cassy. Can you not regulate them the same as you regulate 
the American lines under the definition Mr. Tibbott gave us of com- 
mon carrier in section 1 of the 1916 act? 

Mr. Trsporr. If I can explain further, the suggestion was that this 
be made a part of a conference agreement, a prohibition in a conference 
agreement. 

Mr. Casry. Let us make a suggestion to provide by regulation that 
you cannot pay brokerage twice. In other words, either one or the 
other might do some brokerage service, but they certainly both do not. 

Mr. Tisporr. If I may follow on there, first, the foreign line in the 
particular instance and particular trade to which the question ap- 
parently has reference is no longer a member of the conference, and 
would not be controlled by the conference rule. With respect to the 
followup of that point that you made, Mr. Casey, I would say that 
there is great difficulty in enforcing a transaction that is made abroad. 
We have no powers of subpena of a witness or records and the proof is 
very difficult to secure. 

As Mr. Stakem pointed out this morning, in this Gulf Cotton case 
Mr. Stakem was thoroughly convinced and I was thoroughly con- 
vinced and a great many others were thoroughly convinced the actual 
proof and evidence of somthing that happened abroad was missing 
and was lacking, and the Board in the administration of sections 16 
and 17, which are penal sections, felt that they had to have the 
absolute proof, which is only available abroad. 

Mr. Casry. Mr. Tibbott, do you think that that justifies the failure 
to include such a provision in the regulations? 

Mr. Trssorr. I think that you would handicap the American flag 
lines who would obey that regulation and would be subject to check on 
it as against the foreign- flag lines who might not obey it and check 
would be almost impossible. I am speaking from a practical stand- 
point now. I think you have to fight fire with fire. 

Mr. Casey. You start off by saying it would be difficult to ad- 
minister because you cannot prove some of these things that happen 
in the foreign country. It happens in the foreign country whether 
it is done with an American line or foreign line and they both come 
back to the United States. 

Mr. Trssorr. But the American company is domiciled in the 
United States. His records can be seized here, but the foreigner does 
business through an agent and the agent himself may not know what 
his principal is doing on the other side. 

Mr. Casry. So therefore, your position is that you should take no 
action to prevent this payment of brokerage both on this side and the 
other side. 

Mr. Trssorr. I do not say that. I think it is very difficult to 
devise an action that may be taken and enforced. 

Mr. Casry. My only suggestion was that you put a provision in 
making it wrong to do it, that is all. 

Mr. Warren. Speaking of records, what is the requirement of 
written evidence that is needed in such a case? Would you elaborate 
on that? 

Mr. Breacu. I think, Mr. Warren, that went to the competency of 
the evidence and as I recall it in the case that Mr. Stakem and Mr. 
Tibbott have reference to there was a great deal of hearsay evidence 
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and the Board reached the conclusion that the evidence was not 
competent to be considered to prove the allegations. 

Mr. WarREN. Was this the Fahre case? 

Mr. Stakem. Yes. 

Mr. Casrny. What power do you have under the Shipping Act of 
1916 over foreign lines? Suppose you find they are violating the law? 
What do you do about it? 

Mr. Breacn. I think you would have the same jurisdiction over 
them that you have over the domestic. 

Mr. Casry. Can you say, “Well, you are not going to come to this 
country any longer’’? 

Mr. Beacu. I don’t know that you could go that far. You could 
certainly fine them. 

Mr. Casey. If you have that kind of authority it seems to me you 
must have authority to require them to produce the proper records. 

\ir. Srakem. I think, Mr. Casey, in this case we are disc ‘ussing, the 
Board did order the foreign line to file with the Board certain more 
detailed information certainly than they had been heretofore filing. 

Mr. Casry. Mr. Tibbott may be right, but offhand, I don’t know 
that I subscribe to his idea as far as enforcing this thing on the foreign 
lines. If you can collect a fine from them and have all the jurisdiction 
over them so far as enforcing this thing as you do over American lines, 
it seems to me you have the same power to control this thing as you 
do over American lines. 

Mr. Warren. While we are on this point, Mr. Tibbott, is there any 
crowing tendency to ship f. a. s. or f. 0. b. today? 

Mr. Trssorr. Speaking again in generalities, it seems to me there is. 

Mr. WarreEN. Can you tell us why, for our enlightenment. 

Mr. Trssorr. There are various reasons, Mr. Warren. 

Mr. Warren. Is it to get brokerage paid on the other side so that 
it could get into the hands of the foreign consignee? 

M. Trssorr, I doubt that. I think it is very largely a currency 
problem 

Mr. Warren, Throughout our hearings we have heard testimony 
to the effect that brokerage is not always uniformly paid at 1% percent. 
Nonconference lines pay 2% percent and up. In fact, some non- 
conference lines in the north continental trade pay up to 7% percent. 
In view of this situation and in view of the fact that the freight for- 
warder acts in a dual capacity, and owes a duty to his shipper, would 
it not tempt an honest forwarder to utilize a nonconference vessel 

t 2% percent as contrasted with a conference vessel at 1% percent? 

Mr. Sraxem. I think the temptation is there. If the forwarder or 
the broker actually controls the routing and the shipment, he would 
be inclined to place it where he can get the highest brokerage. 

Mr. WarreEN. I wonder if the Board has given any consideration 
to the imposing of a uniform brokerage rate throughout the country. 
Would that serve a purpose? Would it eliminate this temptation, if 
it is a real temptation? 

Mr. Straxem. I do not know that the Board has ever considered 
that or that any recommendations have gone to the Board in that 
respect. I think this is a matter that might well be considered though. 

Mr. WarkEN. Suppose that a regulation or law were set forth which 
separated forwarding and brokerage functions. And, the rule said 
that if you are a freight broker, you cannot be an agent of a shipper 
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if you are a freight forwarder, you cannot be a freight broker and 
receive brokerage. If such a rule were placed into effect, what do you 
think the practical result would be? 

Mr. Stake. That is pretty hard to say, Mr. Warren. We would 
have to have a little more experience in it than we have at the present 
time. I would hate to hazard a guess as to what the net result of that 
would be. 

Mr. Warren. Mr. Stakem, do you know anything about the pay- 
ment of brokerage in the foreign commerce of foreign nations? 

Mr. STaKem. My information is limited. 

Mr. Warren. You have no further answers on that? 

Mr. Stake. No. 

Mr. Warren. The Board has no information regarding the practice 
of paying Reels in the foreign commerce of foreign countries? 

Mr. Stake. I think there may be information available, but I 
think we would have to submit it for the record. We do not have it 
here. 

Mr. Warren. I think we would be interested in obtaining that. 

Mr. Stake. All right. We will be glad to submit what we have. 

Mr. Warren. Along that line, do you happen to know whether 
forwarder-brokers are operating in the foreign commerce of foreign 
nations? In other words, do you have this dual capacity broker oper- 
ating in the foreign commerce of foreign nations? 

Mr. Srakem. Yes, I think there is. 

Mr. Warren. Do you know specifically? 

Mr. Stakem. Not too specifically. I would prefer that we supple- 
ment the record. 

Mr. Warren. We would like that also. 

Mr. Srakem. Yes. 

Mr. Warren. Do you believe, Mr. Tibbott or Mr. Stakem, that 
additional personnel would be required to adequately administer the 
proposed rules you announced today? 

Mr. Srakem. We feel in Maritime that the regulations office is 
understaffed and we have asked in the next budget for fiscal 1957 for 
a modest increase there. I think if we get deeper into the freight- 
forwarding industry here we would perhaps have to again supplement 
our force. I think we are definitely understaffed there. 

Mr. Davipson. Thank you very much, gentlemen, Mr. Stakem, 
Mr. Beach, and Mr. Tibbott. That is all at this time. Thank you 
very much. 

understand, Mr. Townsend, that you desire to contribute some 
testimony concerning a conference agreement for forwarders that you 
want to tell us about. 


STATEMENT OF J. RICHARD TOWNSEND, ATTORNEY AT LAW, 
SAN FRANCISCO, CALIF. 


Mr. Townsenp. I would appreciate that, Mr. Chairman, if I may. 

Mr. Davinson. All right. 

Mr. Townsenp. My name is J. Richard Townsend. I am an at- 
torney with offices located in San Francisco. I am an attorney for 
the Pacific Coast Customs and Freight Brokers Association and the 
Los Angeles Customs and Freight Brokers Association, Inc. I have 
acted as such attorney for approximately the last 10 years. I appre- 
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ciate this opportunity to state briefly for the record the substance of 
the conference agreement that we have filed and to explain briefly the 
major objectives of that agreement. 

Perhaps, preliminarily, I should state that on Mond: ay of this week 

filed with the Federal Maritme Board on behalf of certain ocean 
freight forwarders located on the Pacific coast a document entitled 
“Pacific Coast Ocean Freight Forwarders Conference Agreement.” 
That document was filed for approval by the Federal Maritime Board 
under section 15 of the Shipping Act, 1916. I have supplied copies to 
Mr. Warren, the subcommittee counsel, and to certain members of the 
subcommittee. That agreement has been signed by 20 forwarders 
who have offices on the Pacific coast. Those 20 forwarders have 33 
offices on the Pacific coast extending from Seattle on the north to San 
Diego on the south. ‘The signers of the agreement include practially 
all of the leading forwarders on the Pacific coast. Most of the signers 
have been in business for more than 25 years. These 20 signers 
believe that they handle more than 75 percent of the business that is 
handled by forwarders located on the Pacific coast. For that reason, 
we believe that we do have a representative group and that we do 
have a substantial group, even though the number may seem small, 
namely, 20. We know that other forwarders will join this conference 
after the agreement has been approved and the conference is in opera- 
tion. By a phone call last night, I understand that some are already 
sorry that they did not sign the agreement before it was filed. 

Briefly, the conference agreement gives the conference authority to 
regulate the practices of its me mbers. It includes the authority to 
prescribe minimum or maximum charges against the shipper for for- 
warding services. The agreement has teeth in it. It provides for 
damages against the members for violating the agreement or any rules 
and reculations made pursuant thereto. It provides that each member 
must file with the conference a bond in the sum of $5,000 to guarantee 
payment cf any damages that are assessed for violation of the agree- 
ment, 

What are the general objectives of this conference? In the first 
place, the major objective is industry self-regulation on the Pacifte 
coast. Secondly, I believe that the major objective is to work with 
the steamship conferences on the various problems that confront the 
forwarding field. 

The third major objective, I would state, is an attempt to relieve the 
Federal Maritime Board of the task of regulating this industry on the 
Pacifie coast. 

With those major objectives in mind, what are the principal forms of 
industry self-regulation that are contemplated, at least at the outset? 

In the first place, one of the efforts will be to have the members 
establish minimum charges against the shipper for forwarding services. 
A second objective will be to have the members atte mpt to agree upon 
minimum services that must be performed by a member of the con- 
ference before he can submit an invoice to a carrier for brokerage or 
for compensation of any kind. 

Mr. Warren. Mr. Townsend, in order to establish minimum 
charges under this agreement, how many of the signatories must 
acquiesce? 
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Mr. TownseEnp. I believe, without looking it up, my recollection is 
two-thirds, but it is all spelled out in the agreement. I can give you a 
definite answer. 

Mr. Warren. Proceed. 

Mr. TowNseEnp. It is in there, and we have given careful considera- 
tion to that in the formation of the agreement. ‘Two-thirds is correct, 
Mr. Warren. 

Another objective or another principal form of self-regulation that 
we will attempt at the outset is a problem that has been becoming 
increasingly important on the Pacific coast, and that is the problem 
of the steamship lines getting into the forwarding business. We 
believe that one way in which this conference can help prevent that 
practice is to have a rule which would prohibit its own members from 
requesting a steamship line to file export declarations for the forwarder. 
We also believe that this conference could work with the steamship 
conferences for action on their part directed toward eliminating the 
performance of forwarding functions by the steamship companies. 

I would like, briefly, to elaborate a little on 1 or 2 of these points of 
industry self-regulation. I might state that in the telephone conversa- 
tion that I had from San Francisco last night, I was informed that 
since this fact of our filing of this conference agreement became publicly 
known on Monday, that fact has received unanimous commendation 
from the steamship lines on the Pacific coast. They welcome it. 
They believe that it indicates an attempt on the part of the leading 
forwarders on the Pacific coast to work with the steamship conferences 
in an attempt to eliminate these problems that have been plaguing 
everybody for the last 10 years and that have been the source of 
continual litigation for the last 10 years. The belief is that this will 
afford a practical approach to these problems. 

I might add that it is the plan of this conference to set up an organi- 
zation, to have an office, to have a paid secretary, to have a paid 
secretary or chairman, someone who is familiar with what he is doing, 
so that he will be available to conduct any negotiations with the steam- 
ship conferences on an equal level and on a basis which we do not have 
today, namely, when we agree to something we have teeth behind it 
and can guarantee to the steamship lines that we will carry out our 
word. 

Those are some of the things that are contemplated. I think that 
by working with the steamship lines in mutual discussion of that type 
we can come to an agreement as to what would satisfy the steamship 
lines as minimum services that must be performed before a forwarder 
should submit a bill for brokerage to the steamship conferences. You 
will see from these principle forms of industry regulation what we 
have in mind for the outset. We hope to overcome this problem that 
has been presented before you of forwarders not charging any forward- 
ing fees against the shipper. We hope to overcome the problem of 
forwarders trying to collect brokerage when they have not performed 
any service for the steamship company. We hope to get away from 
technical definitions of the type that we have seen in these rules that 
were suggested by the Board. My own personal opinion is that a rule 
of that type would simply embark us on 10 more years of litigation, 
which we hope to avoid. 

Mr. Warren. Mr. Townsend, as I remember the testimony of 
forwarders on the west coast, it was to the effect that brokerage is 
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earned whenever any services whatsoever are performed of benefit to 
the steamship line. Also, I think, forwarders were questioned about 
mere messenger service and responded that brokerage was earned in 
that case. Has there been a change of opinion on that, or is it the 
same? 

ir. TownseND. I do not think that is the unanimous opinion, 
\Mr. Warren, and I will tell you what I will recommend, as counsel 
for this particular conference, and I know that some of the leading 
forwarders will back me up. I want to make it clear that we cannot 
meet and agree on anything until this agreement is approved by the 
federal Maritime Board. 

Mr. Davipson. On that question, Mr. Townsend—I am not famil- 
iar, SO you must excuse me—is there anything in the Shipping Act 
or otherwise which you think would permit such a conference of for- 
warders to be formed and not run afoul of our Clayton Act or Sherman 
antitrust laws? 

Mr. TownseEnpD. Oh, yes, Mr. Chairman. ‘There is a specific pro- 

vision of section 15 of the Shipping Act that says that once an agree- 
ment of this type is approved by the Federal Maritime Board it is 
exempt. Action taken thereunder is exempt from the antitrust laws. 
That is a privilege that is granted to the industry subject to the 
Shipping Act that, to my knowledge, i is not accorded any other indus- 
tries in the United States, and I believe it is a privilege that will be 
advantageous to this industry. 

Mr. Tuomrson. Mr. Townsend, how long have you had this 
privilege? 

Mr. TowNsEND. We have had this privilege, | suppose, technically, 
since the Shipping Act was passed in 1916. No one knew that ocean- 
freight forwarders were subject to the jurisdiction of the Federal 
Maritime Board in the sense that we now know it, or the Maritime 
Commission, until the decision in the American Union Transport 
case, which was what, 1945, or ’46, somewhere in there, so to answer 
you from a practical standpoint, this, I suppose is something that 
might have been contemplated any time after 1946, and I want the 
record to show this: That, as a matter of fact, we have had this under 
contemplation and I personally have been recommending it since 
1948. We had our first meeting on this. We had a special night 
meeting. Representatives from all over the coast attended. I pre- 
sented my views in, I believe it was, August 1948 and the matter has 
been under consideration since that time. 

You say, why haven’t we done anything? 

Mr. THompson. You are anticipating my question and you are 
entirely correct. 

Mr. TownsENbD. Yes. Why haven’t we? We have accomplished a 
lot even with all the time it has taken. We have been dealing with 
people who have been competitors for years. They are small business- 
men. It is not a big business deal. They are small businessmen. 
These are competitors. You are asking them to give up some of 
gs privileges and rights and to submit to regulations by a majority 

* two- thirds or some other percentage of their number. 

* Mr. Davipson. Mr. Townsend, it has taken you approximately 
5 years to get 20 signatories. 

Mr. TowNsEND. Yes. 
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Mr. Davipson. I represent a district in New York and I under- 
stand there are about 800 forwarders there. How long do you think 
it would take them to get a conference agreement together and 
sign it? 

Mr. TownseEnp. I think this, Mr. Davidson. U think if we make 
a success of this conference that it won’t take them very long actu- 
allv—and this is my honest opinion—to get together a group that will 
be handling the bulk of the cargo through that port. I do not think 
they need a hundred percent before they can start one of these things. 
I think there are ways and I will suggest one shortly, where this can 
become a self-policing, self-regulating matter for the industry in any 
part of the United States. I would like to make one other comment 
on the chairman’s question. I want the record to show that the 
Shipping Act was passed in 1916 and it had section 15 in it, which 
everybody at that time thought was directed toward steamship lines 
and gave them the privilege of forming conferences. I don’t know 
when the first steamship conference was formed, but I know that 
there was not an effective steamship conference formation in any 
substantial form until, maybe, 1923 or something like that. I mean 
they did not jump at it immediately. I want one further thing to 
appear: This matter is going to be of some expense to the members 
and you have to convince them that you are giving them something 
that is worth the money that they will put into it. 

Mr. Tuompson. I would like to know, in that connection, whether 
or not the activities of this subcommittee have spurred you on in 
developing this? 

Mr. TownseEnp. I would say this in answer to that, Mr. Chairman: 
We almost put this over 2 years ago. We had a lot of meetings and 
] think this present agreement was prepared in practically this form 
2 years ago. Well, I think it was in 1953, 2 years ago last summer. 
Then there were some objections raised in certain quarters to the 
principle of the thing and we did not go through with it. I am sorry 
we did not at that time. Since then it has been under consideration 
from time to time. I have made revisions of slight matters since then. 
I have discussed them with the regulatory office of the Board inform- 
ally and we finally got it up to the point where we had it in a form 
that, I believe, informally appeared to be in line with the thinking of 
the regulations office. That was, as I recall, last summer. We have 
gone ahead. I think the first signature was obtained in October of 
this year and I would say that this subcommittee action has, perhaps, 
brought it to the foreground again. 

Mr. Tuomeson. Just to clear this point in my own mind. Are 
you trying to ask this subcommittee to ease off on recommendations 
of control or new regulations, calling for more stringent controls, 
until this has had a chance to be proven or worthwhile? 

Mr. Townsenpb. That was to be exactly my conclusion, Mr. Chair- 
man. In other words, frankly, I do not see how the Federal Maritime 
Board in the first place has the staff to administer any such set of rules 
as they are proposing here. In the second place, I think that industry 
self-regulation would be much better if it can be accomplished than 
regulation by a board and particularly for us on the Pacific coast when 
we are 3,000 miles away from Washington where the Federal Maritime 
Board is located. I would recommend to this subcommittee and to 
the Board that here we have a new experiment. I think it is some- 
thing that is meritorious and I would recommend most heartily to 
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you that you hold back for a while. Let us see what happens with 
this. Maybe this is the answer. Maybe it is not. However, I 
think it is worth a try and I will venture the prediction that if we can 
make a success of this on the Pacific coast where most of this litiga- 
tion over brokerage has originated, this same method will be adopted 
in other parts of the country and I think that it will be the answer 
that we have been looking for. TI would like to make, in that connec- 
tion, one other suggestion that I have made in the past and some 
people agree with me and some do not. I think that if we want com- 
plete industry self-regulation there is a way that it can be obtained 
and I think a lawful way in which it can be obtained would be to have 
this conference or any conference of forwarders enter into agreements 
approved by the Board under section 15 of the Shipping Act whereby 
the steamship conferences, the steamship lines, would pay brokerage 
only to members of the forwarders’ conference. Now, you throw up 
your hands in horror at that thought. But it is not such a terrible 
thought. It does not prohibit anybody from receiving brokerage 
because anyone who can qualify as approved by the Board, as the 
terms are approved by the Board here in this agreement, can become 
a member of the conference. We cannot bar them. And all that 
such an agreement would mean is that there are certain conditions to 
the payment of brokerage and I believe that those conditions would 
be to the benefit of the commerce of the United States. If that ever 
came to pass you would have a situation no different, as I have said 
many a time, from the situation that confronts me as an attorney in 
California. We have a self-regulating State bar in California. It is 
called the State bar of California. Everyone, before he can practice 
law in California, must be a member of that State bar and must sub- 
mit himself to industry self-regulation. That State bar imposes 
penalties, can disbar people, and so forth. 

Mr. THompson. You must set up Minimum qualifications by which 
a forwarder would not be eligible to join if he did not meet those 
qualifications. 

Mr. Townseyp. That is correct. If we had such an arrangement 
coupled with, maybe, some licensing statute of the Board, perhaps 
that is the answer. We are pioneering here. This is going to be a 
trial and error method, but, honestly, I recommend it to this sub- 
committee as what I believe. after 10 years of careful study of this 
matter, to be and what promises to be the most practical solution to 
this difficult problem, and I hope that nothing will be done here or 
by the Board which will prevent us from having 9 fair trail. We are 
ready to move ahead and we will move as rapidly as we can, but it 
will take a little time and ] think it will be interesting to see what 
comes of it. 

Mr. THompson. Let me ask you this, Mr. Townsend: If—and we 
all know that laws and regulations should be changed with changing 
times and situations—a group of reasonable men make certain reason. 
able changes in regulations under which you operate, or stat utes, then 
is it not entirely possible that you could still operate under this con- 
ference agreement? 

Mr. Townsrenp. That is true, Mr. Chairman. as long as we do not 
have some regulation or some amendments to the statute that is so 
strict or so detailed that it prevents us from getting together with 
the steamship conferences to confer and try to devise practical ap- 
proaches. In other words, what I have in mind, frankly, is, if we 
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were to be faced with a definition of brokerage such as in these rules 
that are proposed by the Board, were proposed yesterday, honestly 
I think the industry would be so crippled and so hamstrung that 
we would have to consider seriously whether it would be worth our 
while, worth our expense, to try to go ahead with such a conferenc: 
agreement. 

Mr. THompson. I might state this to you: If you do have available 
a copy of the proposed changes to General Order 72, I think it would 
be beneficial to this committee that you, or any of the representatives 
of freight forwarder groups, submit alternative definitions or changes 
so that we would have something to compare. 

Mr. Warren. Mr. ‘Townsend, when you indicated that if these 
proposed rules were placed into effect your industry would become 
crippled, did you thereby imply that you would become crippled 
because you would receive less brokerage? 

Mr. TownsenD. We would become crippled in two respects, I be- 
lieve: First, because I think the result of the rules as proposed here 
by the Federal Maritime Board would curtail revenues to such an 
extent that it would be serious on the forwarders themselves, and, 
second, we would be crippled in that it would take away our possi- 
bility of working under this agreement with the steamship lines to 
try to effect a practical approach to this matter of brokerage. 

Mr. Warren. Do you believe there is any surplus of forwarding 
concerns on the west coast? 

Mr. ‘Townsenp. That is a difficult question. I do not know what 
you mean by “surplus.” I suppose that fewer forwarding concerns 
could handle the business that is being handled now, just as in any 
industry, or, let us say that you could take, probably, these 20 firms 
and they could add to their staff and handle all the business that 
there is out there. I think that is a matter of degree and I think that 
is a matter, first, of whether it is fair to say that this is a closed indus- 
try, that nobody, whoever gets in this industry, can ever expect to 
operate as an individual operator. I think you could argue any 
way you want on that. It just depends on how large your organiza- 
tions will be. 

Mr. WarrEN. You indicated that such an agreement might be 
coupled by a licensing statute. 

Mr. TownseEnpD. Yes. 

Mr. Warren. Did you thereby imply that you would favor, if 
such a statute were adopted, the removing of the forwarding industry 
from the terms of the Shipping Act of 1916? 

Mr. Townsenp. No, I have never advocated that. 

Mr. Warren. If a licensing statute were enacted, shouldn’t that 
be the sole regulatory statute? 

Mr. Townsenp. No, what I had in mind, Mr. Warren, was if there 
were a licensing statute it would just be an amendment to the Ship- 
ping Act, let us say. Your provisions of the Shipping Act would 
continue to be applicable as today, but you would give the Federal 
Maritime Board additional power, namely, licensing power, and | 
think it is highly questionale whether they have it today, and sec- 
ondly, which they have never really exercised in an effective way 
When I say “licensing power,” there are different types of licensing 
power. 1 think the fundamental needs of the lic ensing of forwarders 
are, first, to make sure that there is not an improper affiliation be- 
tween the forwarder and the shipper, to eliminate the so-called dummy 
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forwarder; second, that there be some requirement or some degree 
of qualifications for a man who is going to hold himself out to be a 
forwarder. My own personal opinion is that you could stop there. 
The next step is proof of public need. I am not prepared to go that 
Some forwarders and some qualified people think that there 
should be that requirement, but that, again, is a question of whether 
this industry shall be closed to others and whether that is in the 
public interest. I do not purport to pass on that at this time. 

Mr. THompson. If such a licensing statute were to be included in 
the statutes, would you favor the use of the so-called grandfather 
clause? 

Mr. TownsEenD. Of course, there, Mr. Chairman, you are faced 
with a decision. You are faced on the one hand, if you do not have 
a grandfather clause, with putting out of business some people who 
have been in that business maybe for some time. 

Mr. THompson. I understand it is difficult. That is why I am 
asking you who are connected with the industry. 

Mr. TownsEnp. I think, personally, that any licensing statute, if 
it is confined to the two points that 1 mentioned, namely, proper 
elimination of improper affiliations between forwarder and shipper, 
and proper minimum qualifications, that should apply to everybody 
and none should be grandfathered in those two respects. If we do 
not have that, we have not accomplished anything by grandfathering 
everybody and wait until they die off. I do not think that is an 
unfair requirement, because that is what we are trying to eliminate, 
particularly, at this time, the dummy forwarder situation and people 
who really are not qualified to be forwarders. 

Tompson. Do you know of any dummy forwarders on the 
west coast? 

Mr. TownsEND. I do not. We do not honestly have that problem 
that they seem to have on the east coast. We cannot point to one. 

Mr. THompson. Everyone mentions it—that is a common work in 
the industry—and I have yet to hear one witness before this committee 
who will identify a dummy forwarder anywhere in the United States. 

Mr. TownseEnpD. I think that illustrates a point, Mr. Chairman. 
[ think that throughout this investigation and throughout this entire 
forwarder controversy a few things have been picked out by everybody, 
blown up and magnified beyond their true proportions. I think that 
in any industry you will find something wrong. No industry is 
perfect. I do not think the forwarding ‘industry is any particular 
exception. There may be a few things bad, but I think they have 
been blown up beyond all proportions. 

Mr. THompson. You mentioned dummy forwarders very pro- 
minently and I was merely following your line of thought. 

Mr. TownsEenp. That is right, but I have not seen one. However, 
ve are going to make sure that we try to see they do not come out on 
the Pacifie coast. 

Mr. Davipson. Since you have concluded, Mr. Townsend, we thank 
vou very much and we will at this time adjourn with the reservation 
that the subeommittee will study and digest the testimony which we 
have received thus far and at a later date determine whether or not 
ve shall have any further testimony or call any other witnesses. We 
will now adjourn at the pleasure of the chairman. 

Whereupon, at 4:10 p. m., the subcommittee adjourned to recon- 
vene at the call of the Chair.) 








INVESTIGATION INTO THE ACTIVITIES OF FOREIGN 
FREIGHT FORWARDERS AND BROKERS 


THURSDAY, MARCH 15, 1956 


HovusE or REPRESENTATIVES, 
SPECIAL SUBCOMMITTEE ON FoREIGN FREIGHT 
FORWARDERS AND BROKERS OF THE COMMITTEE ON 
MERCHANT MARINE AND FISHERIES, 
Washington, D. C. 

The subcommittee met at 9:40 a. m., pursuant to recess, in room 
219, Old House Office Building, Hon. T. A. Thompson (chairman of 
the subcommittee) presiding. 

Present: Representatives Bonner (chairman of the committee) ; 
Thompson (presiding); Miller, Davidson, Seely-Brown, Pelly, and 
Chase. 

Present also: Ralph E. Casey, chief counsel; and Charles F. Warren, 
chief counsel to the subcommittee. 

Mr. THompson. The subcommittee will come to order. 

Before proceeding this morning, the record will show that the Hon. 
George P. Miller, Democrat from California, has been appointed as an 
additional member to this subcommittee. We are happy to welcome 
you to the subcommittee, Mr. Miller. 

Mr. Mintuter. Thank vou. 

Mr. Tuompson. The purpose of today’s hearings is to permit addi- 
itonal testimony on the subject of ocean-freight forwarding and 
brokerage activities. They are inteided to augment earlier hearings 
held in Washingto1, San Francisco, New York, and New Orleans. 
They are held because, in the subcommittee’s opinion, inadequate 
testimony was received from representatives of the following steam- 
ship conferences: The Pacific Westbound Conference; the Pacific 
Indonesian Conference; the Pacific Straits Conference; and the Gulf 
«& South Atlantic Havana Steamship Conference. 

Representatives of each of these conferences have appeared in earlier 
proceedings before this body, but without authority to state the views 
of their member lines. It was for this reason that the subcommittee 
unanimously agreed to recall representatives of these conferences or, 
in the alternative, to call the member lines themselves in the event 
that the views of the lines could not be stated through a repre- 
sentative. 

First, we will receive testimony taken under oath from Mr. R. E. 
Spaulding, secretary of the Pacific Straits Conference and the Pacific- 
Indonesian Conference. 

Mr. Spaulding, would you come forward? 

Before the witness testifies, counsel will read into the record the 
telegram that was sent to each of the conferences and to each of the 
member steamship lines. 
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Mr. Warren. The telegram is addressed to the following conferenc: 
chairmen: R. E. Spaulding, secretary, Pacific Straits Conference. 
Pacific Indonesian Conference, 465 California Street, San Francisco, 
Calif.; Fred D. Hill, chairman, Gulf & South Atlantic Havana Steam- 
ship Conference, 321 St. Charles Street, New Orleans 12, La.; and 
William C. Galloway, chairman, Pacific Westbound Conference, 465 
California Street, San Francisco, Calif. 

The telegram reads: 

The special House Subcommittee on Foreign Freight Forwarders and Brokers 
is dissatisfied with previous testimony on behalf of your conference. Further 
hearings have been scheduled for 9:30 a. m. Thursday, March 15, 1956, here i: 
Washington, D. C., at which time you or some other representative should bx 
prepared to present the official—repeat official—views of your member lines 
Such testimony will be taken under oath. If this procedure is not aeceptabl 
to your conference the subcommittee will consider the issuance of subpenas to 
the member lines. Please confirm your appearance. 

T. A. THompson, 
Chairman, Special House Subcommittee 
on Foreign Freight Forwarders and Brokers. 

Mr. THompson. Mr. Spaulding, will you stand, and raise your 
right hand? 

As to ie testimony that you are about to give, do you swear to 
tell the wuth, the whole truth, and nothing but the truth, so help you 

God? 

Mr. SpauupineG. I do, sir. 

Mr. Tompson. Please be seated. Give your full name, affiliation, 
and background to the stenographer for the record, please. 


TESTIMONY OF R. E. SPAULDING, SECRETARY, PACIFIC STRAITS 
CONFERENCE AND PACIFIC INDONESIAN CONFERENCE, SAN 
FRANCISCO, CALIF.—Resumed 


Mr. SpautpinGc. My name is R. E. Spaulding. I am secretary of 
the Pacific Straits and Pacific Indonesian Conferences 

Before proceeding, Mr. Chairman, I would like to express my sincere 
personal apologies to this committee and to Mr. Warren for our failure 
to cooperate with you in San Francisco. I can only hope that my 
appearance here today may in some measure redeem us in your eyes. 

I do not have a prepared statement because our official position is a 
matter of public record in docket 657, and proceedings that stem from 
that case. 

[ am authorized to represent my conference official position on this 
question, and I stand ready to answer any questions you may ask to 
the best of my ability. 

Mr. Tuompson. We appreciate your coming, Mr. Spaulding. 

I again would like to say that the witnesses this merning are here by) 
invitation and not by subpena. We are taking testimony under oath 
because it is the only recourse the committee has for completing what 
we consider to be a report on a very important subject in the maritim: 
industry. 

Mr. Spautpina. Yes, sir. 

Mr. Tuompson. Would you briefly relate the extent of your back- 
ground insofar as steamship lines are concerned and related businesses? 

Mr. Spautpina. I have been secretary of these conferences for 
6 years. Prior to that, 1 was in the Navy Supply Corps for 5 years 
and was discharged as a lieutenant commander. 
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Prior to entering the Navy I was in the freight forwarding business 
for 7 years. Prior to that I was with the Dollar Steamship Line, both 
ashore and afloat. That is the extent of my background. 

Mr. THompson. How many lines comprise your conferences and 
how may are under the American flag? 

Mr. SpauutprnG. [ have 10 lines in the Pacific Straits Conference 
and 7 lines in the Pacific Indonesian Conference. 

There are 4 American flag lines and 7 foreign flag-lines in the Pacific 
Straits Conference. There are 4 foreign flag lines in the Indonesian 
and 3 American flag. 

Mr. THompson. Are any of these lines members of the Pacific 
Westbound Conference, also? 

Mr. Spautprne. Yes, sir. They are all members of the Pacific 
Westbound with the exception of some of my members who are 
associate members of the Pacific Westbound Conference. 

Mr. THompson. Would vou submit for the record, before you leave 
today, the names of these lines in both conferences? 

Mr. Spautpine. I would be happy to, sir. 

Mr. Tuompson. Do IL understand thou areat y here today in an 
official conference capacity by authority of the member lines? 

Mr. Spaupine. That is correct, sir. 

Mr. THompson. In both cases? 

Mr. Spauupina. That is correct, sir. 

Mr. THOMPSON. Was this authority granted to you by a vote of 
your membership after receipt on their part and on your part of the 
telegram from this subcommittee, signed by myself, dated March 5? 

Mr. Spautpina. It was, sir. 

Mr. THompson. You have held meetings subsequent to that? 

Mr. Spautprina. That is correct, sir. 

Mr. THompson. And, by a vote of the membership, you were 
authorized to officially represent them? 

Mr. Spautpina. That is correct, sir. 

Mr. Tuompson. For the purpose of expediting these hearings to- 
day, if it meets with the approval of the other members of the sub- 
committee, counsel will proceed with certain points that should be 
developed in each case, after which members will be free to ask 
questions. If during his interrogation, there should be a question 
that needs, in your opinion, to be pointed up, the Chair invites you 
to participate. 

Proceed, Mr. Counsel. 

Mr. Warren. Mr. Spaulding, you have stated that you are 
authorized this morning to spe ak offic ‘ially for the member lines you 
represent, and that you are to state the official conference position. 
Does that authorization extend to a particular conference position? 

Mr. Spautpina. Yes, sir. 

Mir. WarreN. If so, would you state that position? 

Mir. SpauLtpina. Well, I don’t believe I know. As is borne out in 
the record, the testimony in docket 657, the members of my two 
conferences were unanimously in favor of not paying brokerage. Our 
position since that time, since the order in docket 657, has not changed. 

We have taken a number of steps from 1949, or perhaps I should 
say 1950 through 1953, to put in tariff rules under which the payment 
of brokerage could be made in a manner that the members of my 

onference felt was appropriate. All those attempts were disapproved 
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by the Federal Maritime Board, and we ultimately were forced to put 
in our present rule providing for the payment of brokerage to freight 
forwarders. 

Mr. Warren. Prior to docket 657, had these two conferences paid 
brokerage to foreign freight forwarders and brokers? 

Mr. SpauutpinG. Prior to 657? 

Mr. WarREN. Yes, sir. 

Mr. SpavutpineG. No, sir; not to my knowledge. 

Mr. WarreN. Was the payment of brokerage after docket 657 
the first time that these conferences had paid brokerage? 

Mr. SpauupinG. I believe I am correct in saying it is the first time. 

Mr. Warren. Now, after docket 657, these conferences found 
cause to impose certain rules limiting the payment of brokerage under 
circumstances which they deemed it should not be paid; is that 
correct? 

Mr. SpautpinG. That is correct. 

Mr. Warren. Can you explain why these particular rules were not 
allowed to continue in effect? 

Mr. Spautpinc. Well, the rules that I referred to, perhaps the com- 
mittee might like just a brief résumé of them. The first rule we 
adopted officially in my conference on January 19, 1951. The rule 
provided that when brokerage fees are paid by carriers to freight 
forwarding agents, the rates of brokerage shall be added to the rates 
of the freight. That briefly is the substance of the rule. 

The Federal Maritime Board on March 9, 1951, issued a show-cause 
order and set a date of hearing for March 26, 1951. As a result of 
that show-cause order, the rule was withdrawn. 

Mr. WarkREN. So, pursuant to the decision in Docket 657, it was 
deemed by the Board that your rule was in circumvention of that 
decision; is that correct? 

Mr. Spautpina. Mr. Warren, since it was the Board’s thinking on 
t, I would only have to assume that that was their thinking. Yes, sir. 

Mr. Warren. Mr. Spaulding, I think that you mentioned that 
your member lines were unanimously in favor, prior to Docket 657, 
of the policy of not paying freight brokerage. Now, can you tell this 
subcommittee on what basis they arrived at such decision? 

Mr. Spautpine. If I understand your question correctly, Mr. 
Warren, why they did not want to pay brokerage to freight for warders? 

Mr. Warren. That is correct. 

Mr. Spautpina. I think it could be summed up very simply by 
saving that freight forwarders, being agents for the shipper, there was 
no more reason to pay brokerage to a freight forwarder than there 
would be to pay brokerage to an individual shipper who did not use 
a freight forwarder, but no service was performed for the carrier by 
a freight forwarder. 

Mr. Warren. Are you stating that the carrier does not benefit 
from this service? 

Mr. Spautpine. Well, there is no question but the services of a 
freight forwarder are beneficial, not only to the shipper primarily. 
His benefit to the carrier is the same benefit that the shipper benefits 
the carrier by getting the cargo to the dock as he is required to do, 
by clearing through customs and the various details required. 

Mr. WarrREN. You are referring to a situation where a shipper does 
not choose to use a forwarder, and instead handles the forwarding 
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functions. Are you stating that the benefit to the carrier is the same 
in that case as contrasted with the case where a forwarder is used 
and actually does the work? 

Mr. Spautpine. That is correct; yes, sir. 

Mr. WarrEN. I presume, then, that your lines do not consider 
these forwarding functions as being their responsibility? 

Mr. Spautpina. The forwarder’s functions? 

Mr. Warren. No, as not being the responsibility of the carriers? 

Mr. Spautpina. The forwarder’s functions are not the responsi- 
bility of the carriers. No, sir. That is your question? 

Mr. WarREN. Yes. 

Mr. Spautpina. The answer is “No.’ 

Mr. Warren. In your opinion, and the opinion of your member 
lines, whose responsibility are these functions? 

Mr. Spautprna. The shipper, if he elects. 

Mr. WarrEN. Then, even though services of benefit may be ren- 
dered to the carriers, they are not “the carrier’s responsibility. They 
are the responsibility of shippers, and, accordingly, shippers should 
pay; is that correct? 

Mr. SpautpinG. That is correct, sir. 

Mr. Warren. You have stated that unanimously the members 
of your two conferences disfavor the policy of paying brokerage, 
and that they are on record to that effect in Docket 657. Then, 
are these carriers paying brokerage today? 

Mr. Spauupina. Yes, sir. They are. 

Mr. Warren. Are all of them paying? 

Mr. Spau.pina. Yes, sir. 

Mr. Warren. Why? 

Mr. Spavuptne. Well, I think the answer to that is relatively 
simple. Although the order in docket 657 left it up to the managerial 
discretion of the individual carrier to pay brokerage—— 

Mr. Warren. You are stating that, under the law, the carriers 
may refuse to pay brokerage; is that correct? 

Mr. Spaunpine. I believe that is correct, sir. If I am wrong, | 
stand to be corrected. 

Mr. Warren. The statement is found in Docket 657. Please 
proceed. 

Mr. Spautpina. To proceed, it is true that, if it is left up to the 
managerial discretion of the individual line, we have a rule in the 
tariff providing for the payment of brokerage. If one line pays 
brokerage to the freight forwarders, there is no alternative but for 
all the other lines to pay the same brokerage. 

Mr. THompson. Do you mean by that, sir, that it is an economic 
compulsion? 

Mr. Spautpina. It is economic in that they want to get cargo, sir. 

Mr. Warren. Are you stating that for that reason, and that 
reason alone, your member lines are paying freight brokerage? 

Mr. SpauLpIna. Yes, sir. 

Mr. Warren. Now, Mr. Spaulding, do you distinguish between 
forwarding and brokerage functions? 

Mr. Spautpina. Yes, there is a definite distinction. 

Mr. Warren. Would you indicate your conception of the brokerage 
function performed in the liner services today? Is it possible of 
performance, in your opinon? 
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Mr. SpautpinG. In my opinion, a true brokerage service in the 
liner trades would be extremely difficult and, offhand, I personally 
cannot think of a case where a true brokerage service would be 
performed in the liner trade. 

Mr. Warren. What do you mean by a true brokerage service? 

Mr. Spautprina. A true broker, as I see it—or perhaps I might 
define it. Brokerage service is a commission or, if you wish to call 
it so, a compensation for the securing of cargo for a vessel. 

Mr. Warren. Do you mean that if a forwarder acts as agent of the 
shipper and, by virtue of such, obtains control over the shipper’s 

cargo and books it with a carrier ‘that that is a sec uring? 

Mr. SPAULDING. No, sir. That i is not securing cargo. 

Mr. Warren. What isa “securing” under your definition? 

Mr. Spauupina. Well, I think that would be primarily inclined to 
bulk movements where the carrier or a shipper, supposing a shipper 
had two or three thousand tons of iron ore, for example, and he wants 
a vessel to move that bulk commodity and a true broker would find 
him the vessel to handle that cargo. 

Mr. Warren. Do the liner services handle very many bulk move- 
ments? 

Mr. Spautpine. In my conferences, they do not, sir. In other 
conferences I believe they do, but I am not qualified to speak for them. 

Mr. Warren. Mr. Spaulding, you stated that you had formerly 
been a freight forwarder. When you were, did carriers directly 
engage your activities? 

Mr. Spautpina. No. 

Mr. Warren. Who did? 

Mr. Spauutpine. The shipper that we acted for paid our service fee. 
| worked for a company. They paid my salary. Our clients, the 
shipper, paid for the forwarding service that we performed for them. 
The ocean carrier had nothing to do with our activities, other than 
getting our cargo, the cargo that we caused to be delivered to their 
docks. 

Mr. Warren. Was brokerage paid at that time? 

Mr. SpauupinGc. Not in the local trade; no, sir. 

Mr. Warren. Well, were the forwarding fees sufficient for your 
firm to exist? 

Mr. Spauupina. We felt so at that time. 

Mr. Warren. Based upon your experience as a former freight 
forwarder, and also as a steamship official, do you believe that the 
forwarding industry is in a position to substantially contribute to the 
development of foreign commerce? 

Mr. Spautpine. Mr. Warren, in my opinion, that is one question 
that would be extremely difficult, if not impossible, to prove in the 
affirmative. You can’t prove it statistically because there are too 
many factors involved affecting the volume of cargo over a given 
period of time. 

In my opinion, I don’t see how a freight forwarder is in position to 
develop the commerce of the United States. 

Mr. Warren. Being more specific, do you believe that the for- 
warder is responsible for interesting an abundance of shippers in enter- 
ing the exporting field? 

Mr. SpavutpinG. Well, sir, I have not had intimate knowledge of 
that ever happening. If they have, I would say more power to them, 
but I have never heard of it of my own knowledge. 
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Mr. WarrEN. Your member lines maintain solicitation staffs? 

Mr. SpauLpinG. Yes, sir. 

Mr. Warren. Now, do these solicitors deal with all shippers in 
whom they are interested, or do forwarders substantially augment 
their activity? 

Mr. Spautpina. I am quite sure, Mr. Warren, that the member 
lines solicit the shippers as well as the freight forwarders. In soliciting 
the freight forwarders, in my opinion, they are in effect soliciting the 
shipper. 

Mr. THompson. At that point, is that because you consider the 
forwarder an agent of the shipper? 

Mr. Spautpine. I definitely do, sir. 

Mr. WarREN. Suppose a forwarder solicited a shipper whom one 
of your lines did not solicit. Then further suppose that this freight 
forwarder did not exist. Do you think that that shipper would be 
able to export? 

Mr. Spautpine. Without the services of a freight forwarder? 

Mr. WarREN. Yes. 

Mr. SpauupinaG. If he had a traffic department equipped to handle 
it, there is no question but what he could do it. 

Mr. Warren. If he did not? 

Mr. Spauupina. lf he did not, then I would say that it would be 
to his benefit to use the services of a freight forwarder. 

Mr. WarrEN. Do you believe that for the task of engaging the cargo 
with the carrier, or the booking function, that the carrier should pay 
for it? 

Mr. Spauupina. No, sir; definitely not. They do not pay broker- 
age when a shipper books their cargo direct. Surely, it benefits the 
carrier because that is where they get their revenues, carrying cargo; 
but the mere fact that a freight forwarder books it, in my opinion, 
puts them in no different position that if the shipper books it, and 
there is no more service performed for the carrier. 

Mr. WARREN. Whose function is it to place cargo with the vessel? 

Mr. Spau.pina. It is the shipper’s function to get the cargo to the 
dock. 

Mr. WarrEN. Now, Mr. Spaulding, you have indicated that your 
members are paying freight brokerage. 

Mr. SpAULDING. Yes, sir. 

Mr. WarrEN. Do they consider, in ratemaking transactions, that 
brokerage is an element of their rates? 

Mr. Spauutpina. Brokerage is definitely an element of the operating 
costs and must necessarily be reflected, along with other operating 
costs, in ratemaking. 

Mr. Warren. Then, do you believe that tariffs have correspond- 
ingly increased since the payment of brokerage, or, if not correspond- 
ingly increased, appear somewhere in the rate? 

Mr. Spautpinc. We have had a rate increase since the brokerage 
was started to be paid. 

Mr. Warren. In any official conference meeting, has the element 
of brokerage been discussed in constructing the rate? 

Mr. Spauupina. I will have to answer to that that is has not defi- 
hitely been mentioned as one of the elements in arriving at the rate 
in question. 





904 FOREIGN FREIGHT FORWARDERS AND BROKERS 


Mr. WarreEN. How, then, do you know that this is a factor in the 
minds of your members? 

Mr. Spauupinc. Well, any ultimate cost for operating would 
necessarily have to be considered, and brokerage is one. 

Mr. WarrREN. So far as your lines are concerned, are foreign or 
American lines the ones that disfavor the payment of brokerage? 
Which one started the action? 

Mr. Spauupina. Well, as I recall, there was no distinction. I 
mean in our conference action there was no more favorable one way 
with the foreign lines or with the American lines. There was no 
distinction in that respect. 

In other words, we will say, for example, the American lines did not 
instigate the payment or nonpayment of brokerage any more than the 
foreign-flag lines did. They act equally in my conferences. One 
does not, in final conference action, sway the views of the other. 

Mr. Warren. We were speaking of paying brokerage as a matter 
of compulsion a few minutes ago. Do you have knowledge of any 
incident in which forwarders have ac ‘tually threatened your carriers? 
Can you enlighten the subcommittee in that respect in any manner? 

Mr. Spauutpine. I have a letter here in which the forwarders 
association in Los Angeles wrote one of my member lines to the 
effect that they understood that that member would not pay broker- 
age, bearing in mind that this is during the period after the order 
in docket 657 and before the prohibition in our tariff was removed. 

Mr. WarrEN. Would you read it? 

Mr. Spauupina. Yes, sir. This letter is written by the president 
of the Los Angeles Customs and Freight Brokers Association [reading]: 

We fear that your office is laboring under a misapprehension and we refer to 
your second paragraph wherein you have stated, ‘‘As members of the conference 
we must abide by their rules and regulations and have no choice other than not 
to pay brokerage.” 

Were it in fact a regulation of the Pacific Indonesian Conference or any other 
conference to prohibit its members from paying brokerage, that conference would 
be in violation of orders issued by the United States Maritime Commission and 
subsequently the Federal Maritime Board. 

Again let us repeat that there now exists no prohibition against any conference 
member line paying to FMB registered freight forwarders a commission not less 
than 1% percent on cargo loaded at Pacific coast ports and destined for any 
allowable destination. It is a matter of individual— 


that is underlined 


decision and it is why in our letter of October 12, 1951, we stated that it had 
become necessary for our membership to assume that the 
the name of the carrier is quoted here and, with your permission, | 
will omit it. 

Mr. Warren, Yes. 

Mr. SpaAuLDING (continues reading): 
have adopted the individual policy of not paying brokerage in a particular trade, 
which has been the subject of our recent correspondence. 

At our meeting on November 6, 1951, we will again advise our membership 
that, pending further information to the contrary, you will not pay ocean-freight 
brokerage in this trade. 

That is the letter. 

Mr. Warren. Can you indicate other instances since docket 657 
wherein forwarders, in any manner whatsoever, have attempted 1 
indicate to the lines you represent that they had better pay brokerage” 
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Mr. SpauLpInG. You mean my personal knowledge of such a case? 

Mr. Warren. If that not be the case, sir, any knowledge will 
suffice for present purposes. 

Mr. Spauupina. I don’t recall at the moment, Mr. Warren, any 
other instance; no, sir. I have to be honest with you. 

Mr. Warren. We know, Mr. Spaulding, that brokerage is not paid 
in the domestic offshore trade. We know that this was stipulated out 
of docket 657. Based upon your experience, can you see any reason 
for the difference in the nonpayment of brokerage in that trade and 
the payment of brokerage in foreign commerce, insofar as brokerage 
services are concerned? 

Mr. Spauupine. No, sir. 

Mr. Warren. Would you elaborate on that briefly? 

Mr. SpautpinG. Well, in the domestic offshore trade, the basic 
requirements of moving that cargo are the same. ‘There may be 
additional, and there are undoubtedly additional requirements in the 
foreign trade, but the basic requirements in the domestic offshore are 
the same. The shipper, of course, is the one that has that cargo 
moving in the domestic trade offshore. He also has it moving in the 
foreign trades. So, I can see no reason why brokerage is paid in the 
foreign trade and not in the domestic offshore trade. 

Mr. Warren. Would you also apply that reasoning to the coast- 
wise trade? 

Mr. SpauLpIneG. Yes, sir. 

Mr. WarrEN. Then, there is no basic difference in principle, accord- 
ing to your opinion, in the three trades? 

Mr. Spauupina. That is right. 

Mr. Warren. It should be uniform one way or the other? 

Mr. Spauupine. Yes, sir. 

Mr. THompson. If there are differences in the requirements for 
foreign commerce and the offshore trade, is it your belief that the 
differences are reflected in additional work, but in both cases are the 
responsibilities of the shipper? 

Mr. Spauupine. They are definitely, sir. 

Mr. Warren. Recently, Mr. Richard Townsend, counsel for the 
Pacific Coast Freight Forwarders, indicated to this committee that 
they had come forth with a conference agreement, which agreement, 
in his opinion, would be the answer to this problem. He, very 
vigorously, recommended self-regulation of the industry. I believe 
that he further indicated that the lines on the Pacific coast: were gen- 
erally in favor of this agreement; am I correct, Mr. Townsend? 

Mr. Townsenp. That was my understanding. The individual 
lines, Mr. Warren, had indicated that they, as individual lines, wel- 
comed this conference agreement. 

Mr. Warren. As chairman of the Pacific Straits and Pacific Indo- 
nesian Conferences, Mr. Spaulding, are you familiar with this agree- 
ment? Have any of your members indicated that they believed this 
to be the answer? 

Mr. Spauuprina. In answer to your first question, Mr. Warren, a 
copy of the proposed agreement was delivered to my office late on 
Thursday, a week ago today. I have not read it. I have not had 
an opportunity to read it. 

The answer to your second question is that none of my member 
lines have even mentioned this agreement to me. 
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Mr. Warren. But you do not know whether they have actually 
read it? 

Mr. Spauupinc. I cannot answer on it. 

Mr. THompson. I am sure that you have knowledge of such an 
arrangement among the forwarders. In your personal opinion, and 
from your experience, do you think that such self-regulation would 
be sufficient to cure the ills of this industry? 

Mr. Spautpinc. You are asking my personal opinion on this? 

Mr. THompson. Your personal opinion. 

Mr. Spavuutpine. I think, Mr. Chairman, that it would require 
more than self-regulation to cure the problems in brokerage. 

Mr. Warren. In your opinion, Mr. Spaulding, what is necessary 
to cure the ills, if any, of this industry? 

Mr. SpautpinG. What is necessary? 

Mr. Warren. Yes; what should this subcommittee consider? 

Mr. Spautpina. In my opinion, | think that they should consider 
adequate and proper legislation. As to just what that would be, of 
course, this committee knows much more than I do about how they 
might or might not do that; but I think it does require legislation. 

Mr. Warren. Well, the Federal Maritime Board has presented 
proposed rules to this subcommittee that would attempt to define 
brokerage as earned and unearned. Do you believe that this is an 
approach in the right or wrong direction? 

Mr. Spauutpine. This rule that the Board has proposed, this 
recent one? 

Mr. Warren. That is correct. 

Mr. Spautpina. Of course, I am not a lawyer and I don’t attempt 
to make you think I am. I have read the rule and, in my opinion, 
it is not adequate in that it would still permit the payment of broker- 
age for booking of cargo. 

Mr. WarrEN. Your position is that the booking of cargo is not a 
securing, and that brokerage should not be paid for this task. 

Mr. Spauupinea. Yes. 

Mr. Warren. And the rule of the Board would limit the payment 
of brokerage to that occurrence. 

Mr. Spauutpine. Well, as I say, Mr. Warren, I don’t know the 
full ramifications of what effect that rule might have. I just, frankly, 
had an opportunity to go over it once or twice. My impression that 
I got from it was that it would still permit brokerage to be paid for 
booking of cargo. What other limitations there are in there, | 
frankly am not prepared to comment on. 

Mr. Warren. Do you believe that it is practical, as a matter of 
enforcement, to draw a line between earned and unearned brokerage? 

Mr. Spautpina. I see no reason why it shouldn’t be practical if it 
is spelled out what is brokerage service and what is a forwarder service 

Mr. Warren. Do you believe this could be reasonably enforced, 
given the personnel to do it? 

Mr. Spauipina. I would see no reason why it couldn’t be. 

Mr. Warren. Would vour members favor legislation from this 
committee to the effect that brokerage could not be paid in the liner 
services? Would they go that far, or do they merely want the right 
to stipulate in a conference agreement a prohibition against the pay- 
ment of brokerage? 
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Mr. SpauLpInG. Well, Mr. Warren, I am sure that the members 
of my conference, if there were a true brokerage service performed in 
the liner trade, would not hesitate to pay brokerage for that service 
any more than they would a true brokerage service to a broker. 

Mr. Warren. Mr. Chairman, I have no further questions at 
this time. 

Mr. Tuompson. Mr. Spaulding, do you know of any case in the 
areas in which your member lines operate where solicitation services of 
the lines do not reach certain shippers that reached or could be reached 
by foreign freight forwarders? 

Mr. Spautpina. Mr. Chairman, I frankly don’t, in answer to that. 
[t is quite possible that there could be some shippers in the interior 
points that the carriers themselves did not solicit. I truthfully can’t 
answer that. 

Mr. Tuompson. Generally, do your lines maintain either solicita- 
tion offices or solicitation representatives in the areas from which 
you obtain cargo? 

Mr. Spautpine. They maintain their offices in the principal cities, 
and I would naturally assume that they would solicit from those 
cities into the surrounding areas. 

Mr. THompson. What is the general policy in respect to the com- 
pensation paid to solicitors? Is he paid a commission on the cargo 
he receives for you from shippers, or is he usually paid a salary? 

Mr. Spauupina. I think I would be correct, sir, in saying that he 
is never paid a commission. He is on salary the same as any other 
employee. 

Mr. Tuompson. And there are no solicitation representatives on a 
commission basis? 

Mr. SpauLpina. I am quite sure that that is the case, sir. How- 
ever, | am not is a position to say positively. Iam quite sure that 
that is the case, though. 

Mr. THompson. Do you have any questions? 

Mr. Davinson. I have no questions. 

Mr. THompson. Mr. Seely-Brown? 

Mr. Srety-Brown. I have no questions. 

Mr. Tuompson. Mr. Miller? 

Mr. Mituier. I have no questions. 

Mr. THompson. Mr. Pelly? 

Mr. Pretty. Mr. Spaulding, I thought at one point that you might 
have contradicted yourself as to just exactly what, in your opinion, 
the funetion of brokerage is. Is it the securing of cargo, or is it the 
securing of space, in your opinion? 

Mr. Spautpine. Well, frankly, my opinion would be both. 

Mr. Petty. That is all, Mr. Chairman. 

Mr. Warren. Mr. Spaulding, on that point, didn’t your con- 
ferences participate in the Capea Freight Conference docket? 

Mr. Spautpine. Will you go further and explain? I don’t recall 
what that docket covered. I don’t think we did. 

Mr. Warren. It was a petition to define brokerage. 

Mr. Spautpina. Yes, we filed a petition to provide for rules 
governing the payment of freight forwarders. Yes, sir. I am sorry. 
| missed your point. 

Mr. Warren. The petition filed is dated May 7, 1952. For the 
record, I will read that petition. The petition proposed that— 


TOG6S 56——58 
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brokerage service be defined as the sale, transportation, or the making of an 
contract agreement or arrangement for the sale of transportation by any person 
who is not an employee or agent of either carrier or shipper. 

Is that correct, Mr. Spaulding? 

Mr. SpautpineG. Yes, that is correct. 

Mr. Warren. I have no further questions. 

Mr. Tompson. Judge Chase, do you have a question? 

Mr. Cuasse. Mr. Spaulding , in your opinion, would this be a fairly 
precise definition: Brokerage is the securing of the cargo, covers the 
securing of the cargo? 

Mr. Spau.LpinG. For brokerage? 

Mr. Cuase. Yes. 

Mr. Spautpina. No, sir. 

Mr. Cuasn. Is that what it is paid for? Is that a true definition of 
true brokerage? 

Mr. SpauupinG. True brokerage? 

Mr. Cuase. Yes. 

Mr. Spautpine. Oh, excuse me, sir. I would say so. It is com- 
mission or compensation for securing cargo. 

Mr. CuHasz. You stated that a forwarder should not be paid broker- 
age merely because he does forwarding services. 

Mr. Spautprne. Any more than a shipper should; that is correct, 
sir. 

Mr. Cuasz. Not any more than the head of the traffic department 
of the shipper? 

Mr. Spautpine. That is correct, si 

Mr. Coase. And if the forwarder rendered those services for the 
shipper, instead of the head of the traffic department, he would be 
no more entitled to brokerage than if he were the head of the traffic 
department? 

Mr. Spautpina. That is correct, sir. 

Mr. Cuasr. You mentioned that your forwarding fees were suffi- 
cient at the time you were a forwarder? 

Mr. Spau.tpina. Yes, sir. 

Mr. Cast. Do you think that, if brokerage were eliminated, for- 
warding fees might have to be increased? 

Mr. Spautpina. Well, sir, that is, frankly, I think, a question that 
a forwarder will have to answer. I would think they might. That 
is purely a personal opinion. I am not in a position to know at. this 
time. 

Mr. Cuasr. In many cases some forwarding services are rendered 
almost gratuitously on the theory that the forwarder will be com- 
pensated from the other end, 

Mr. SpauLpina. Yes, sir. 

Mr. Cuaser. So that, if that other end compensation were elimi- 
nated, conceivably forw arding fees might have to be increased? 

Mr. SPAULDING. That t is correct. 

Mr. THompson. Have any of your member lines, to your knowledge, 
ever paid brokerage to forwarders with whom they had never had 
contact, with exception to mere denomination by the shipper? 

Mr. Spautpinc. With whom they have never had a _ personal 
contact? 

Mr. TxHompson. To your knowledge, have any of your member 
lines ever paid a brokerage fee to a forwarder who had nothing to do 
with the actual booking or placing of the shipment? 
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Mr. SpauupinG. Frankly, Mr. Chairman, I can’t honestly answer 
that question at the moment because I really don’t know. I assume 
it could happen. 

Mr. WarrREN. You have stated that your member lines do not 
question the payment of brokerage, but they pay it; is that correct? 

Mr. Spautping. They pay it. That is correct. 

Mr. WarreEN. Do they inquire whether or not it has been earned 
on any particular shipment? 

Mr. SpauLpinG. Well, as long as the forwarder presented his bill 
in accordance with the tariff rule, that would be the only requirement, 
the onlv checkup that we would have. 

Mr. WarrEN. Is it your opinion that, once the forwarder presents 
a bill, or, in the alternative, once the freight charges are known, that 
brokerage is paid by the carrier without any further question? 

Mr. SpauutpinGc. That is right. Yes, sir. 

Mr. THompson. All that you require is denomination by a shipper 
as to which forwarder should receive the brokerage? 

Mr. Spautprng. And the fact that he books the cargo and prepares 
the export declaration. 

Mr. WARREN. Do you mean to say that, if he does not book the 
cargo or prepare the export declaration, he would not receive brokerage 
from your member lines? 

Mr. Spautpine. Well, there is a limitation. We have a provision 
in the rule which states: 

Carriers shall not pay brokerage on any shipment in connection with which 
the carriers file export declarations or licenses on behalf of the shipper, freight 
forwarder or broker. 

Mr. WarREN. What does an export declaration have to do with the 
payment of brokerage, Mr. Spaulding? 

Mr. Spautpine. Well, that is a good question, Mr. Warren. I 
have wondered that myself. The preparation of the export declara- 
tion is definitely a function of the shipper and I wondered why the 
carrier should pay brokerage for the preparation of an export declara- 
tion. 

Mr. WarrREN. Of course, it may benefit the carrier. 

Mr. Spautpine. Well, it benefits him in that he has to have it in 
order to take the cargo onto the dock. His benefit is derived from the 
fact that he is able to load the cargo. Of course, the shipper cannot 
deliver it until he clears the shipment. 

Mr. Cassy. In other words, it is somewhat the same kind of benefit 
that the fellow receives that is going to get the cargo in the foreign 
country? Unless the export declaration is made out, he is not going 
to get the cargo. 

Mr. Spautpina. That is it exactly. 

Mr. WarREN. Mr. Spaulding, I refer to a cost study conducted by 
the New York Foreign Freight Forwarders and Brokers Association, 
dated 1955. I read: 


These figures cover only the average cost. The forwarder should and must make 
an adequate charge in addition to the costs shown herein. This is necessary not 
only to assure reasonable profit but to make it possible for him to render the many 
general and specialized services which his clients both in America and abroad 
require. 


This study enumerates various undertakings of a forwarder; it men- 
tions the preparation of the United States Export Declaration, 
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including clearance. Also, it refers to an average price of $2.76 for 
the execution of this operation. 

Now, sir, if the shipper pays $2.76, plus a reasonable profit for this 
task, is it your position that carriers should also pay for this service, 
even though they may benefit? 

Mr. Spautpine. Well, certainly they would be receiving payment 
from two people for doing the same thing. 

Mr. Warren. On the basis of recognizing benefit, would your 

carriers pay for their proportionate benefit derived from this service 
in the form of a nonbrokerage fee? 

Mr. SpauupinG. For the preparation of the export declarations? 

Mr. WarrEN. Yes. 

Mr. SpaunpinG. No, sir. 

Mr. Warren. They would not? 

Mr. Spautpine. No, sir. 

Mr. Warren. I have no further questions. 

Mr. THompson. Does Mr. Casey have any questions? 

Mr. Casry. I think not, Mr. Chairman. 

Mr. THompson. I would like to clear up one point, Mr. Spaulding. 
When the matter of rate making was discussed in your testimony, you 
mentioned at one time that brokerage was not officially taken into 
consideration when rates were made; later you stated that it was a 
definite business cost that had to be considered in determining rates. 

Mr. SpautpinG. That is correct. 

Mr. THompson. One of these statements is bound to be correct. 
Do you then think that brokerage is considered at the time the rates 
are made? 

Mr. Spautpinc. My answer to that will have to be that, as I have 
said, in our meetings when we have discussed changing a rate, either 
raising it or lowering it, the element of brokerage was not one element 
that was mentioned; but it is, nevertheless, an element of the operating 
costs of the carriers. 

Mr. Srety-Brown. Would the gentleman yield? 

Mr. THompson. Yes 

Mr. Serty-Brown. Is that because of the way you handle your 
books? In other words, you recognize an ov erall cost, but you do not 
itemize it out in setting up your rates: 

Mr. Spauupina. Yes, sir. It a be the same as the cost of fuel 
oil or the cost of stevedoring. Each individual cost is not necessarily 
taken into consideration each time a rate change is being considered. 

Mr. Seety-Brown. In other words, you just write: ‘This is the 
overall cost and accordingly we feel the rate should be such’’? 

Mr. SpautpinG. That is correct, sir. 

Mr. THompson. Of course, you know, Mr. Spaulding, that this 
subcommittee is primarily interested in the expense to our Government 
of maintaining a proper merchant marine at the proper levels. We are 
interested first in the direct subsidies being paid. This subcommittee 
is interested in reducing that cost to the taxpayer; also we are 
interested in seeing a healthy merchant marine industry. 

We appreciate your appearance here today. Your testimony has 
been very clear and representative of your lines, as you have stated. 
I hope you will impart to them that we do appreciate your cooperation 

Mr. Spauupina. I will, sir. 

Mr. THompson. Unless there are any further questions, you are 
excused. 
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Mr. Warren. Mr. Spaulding, is your conference a two-thirds or 
unanimous voting conference? 

Mr. SpautpinG. The Straits Conference is two-thirds. Indonesian 
is unanimous less one. 

Mr. WarREN. I presume then that above two-thirds in each of 
those conferences authorized you to speak here today? 

Mr. SpauLpInG. Without question; yes, sir. 

Mr. THompson. Thank you very much, sir. The witness is ex- 
cused, 

Mr. Spautpinc. Thank you, gentlemen, for your courtesy. I ap- 
preciate it. 

Mr. THompson. Mr. Hill, will you step forward and raise your 
right hand? 

As to the testimony you are about to give, do you swear to tell the 
truth, the whole truth, and nothing but the truth, so help you God? 

Mr. Hitu. I do. 

Mr. Tuompson. Would you be seated and identify yourself to the 
stenographer? 


TESTIMONY OF FRED D. HILL, CHAIRMAN, GULF & SOUTH AT- 
LANTIC HAVANA STEAMSHIP CONFERENCE, NEW ORLEANS, 
LA.—Resumed 


Mr. Hix. I am Fred D. Hill, Chairman of the Gulf & South At- 
lantic Havana Steamship Conference. 

Mr. Tuompson. Mr. Hill, I think you have a prepared statement 
that you want to give? 


Mr. Hrux. I do, sir. 

Mr. THompson. You may proceed, sir. 

Mr. Hix. Since the record of a previous hearing held in New 
Orleans contains my association with the conference, duties, back- 
ground, and so forth, I will not burden the committee with a repeti- 
tion of same. 

We have been called upon by the subcommittee to reappear for the 
purpose of rendering the official viewpoint of our member carriers 
We assume that the subcommittee is interested in receiving the views 
of our members respecting items outlined on the sheet attached to the 
invitation to appear at the New Orleans hearing and which was dated 
November 15, 1955. This being the case, our views on the points in 
question will be made in the order in which they appear on the list. 
We wish to point out, however, that of the six lines comprising the 
membership of this conference, our comments are expressed on behalf 
of five. Lykes Brothers Steamship Co., Inc. have requested that I 
advise you that they desire to go on rec ord as subscribing to the views 
expressed by Mr. H. A. C arlys in his prepared statement on behalf 
f the following conferences of which he is chairman: Gulf/French 
Atlantic Humburg Range Freight Conference, Gulf & South Atlantic 
Mediterranean Ports Conference, Gulf/Seandinavian and Baltic Sea 
Ports Conference, Gulf/South and East African Conference, Gulf/ 
United Kingdom Conference. 

(d) In our particular trade, our member lines participate in 
ttle or no Government export shipments and due to our nonpartici- 
pation and lack of knowledge of the matter, we are not qualified to 
comment on the subjects in question. 
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The freight forwarder is employed by the shipper to perform 
and attend to various duties which the shipper is obliged to care for 
in connection with his export shipments. 

The freight forwarder is, duatliee, an agent of the shipper and his 
duties are to comply with requirements a shipper must undertake 
when making export shipments; namely, tracing shipments and ar- 
ranging for delivery to shipside, preparation of necessary documents 
and their presentation to the carrier, customs and consulate, arranging 
for insurance when requested, and disposing of the original documents 
in accordance with shipper’s instructions. ‘These duties, of course, 
are not the obligation of a common carrier. 

We do not contend that the freight forwarding industry renders 
no benefit to the carriers. There is no question in our minds but that 
their activities are beneficial. However, in our particular trade, 
contractual arrangements are available to the shipping public and 
when a shipper becomes party to said contractual arrangement with 
the conference, he is obliged to favor conference carriers and, in this 
connection, any service rendered by a freight forwarder with respect 
to shipments moving accordingly, does not place an obligation upon 
the carrier to pay him. 

To the best of our knowledge and understanding, the term “broker’’ 
is defined as a party who negotiates for the carriage of cargo in large 
quantities of, say, a single commodity. In other words, the broker 
is employed by the carrier to negotiate on the carrier’s behalf for cer- 
tain cargo in return for which he receives a ‘ter nace fee. 

4, (a) We have commented on this previously, however, in our 
particular trade, the terms ‘‘forwarder’” and ‘‘broker’’ are almost 
interchangeable due to the long usage of the name freight forwarder 
freight broker, and it is our opinion that perhaps some distinction or 
clarification would be in order. 

(6) The large shipper who may be in a position to maintain his 
own export and/or traffic department, would, in our opinion, use his 
own discretion as to whether or not to utilize the services of freight 
forwarders. It is our understanding that some do elect to use for- 
warders and some do not. On the other hand, the small shipper maj 
not deem it advisable nor practical to maintain an export and/or 
traffic department and, therefore, the freight forwarder would be a 
necessity and would also be beneficial to the carriers. 

It is felt that freight forwarders are helpful to a degree in tli 
development of the foreign commerce of the United States 

(c) We are not in a position to comment on this subject. 

Mr. THopmson. At that point, you say it is felt that freight 
forwarders are helpful to a degree. I think that that should be elari- 
tied to show by whom it is felt. 

Mr. Hitt. I believe, Mr. Chairman, that the statement: “We are 
not in a position to comment on this subject,” pertains to another 
question. 

Mr. THompson. Then, it is felt by members of vour organization 
that forwarders are helpful? 

Mr. Hitz. That is correct. 

(d) It is our understanding that the ac ‘tual definition of the term 

“brokerage” is a compensation or fee paid by the vessel to a broker 
for the pe orformance of activities which have been previously outlined. 
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(e) As pointed out in our remarks above (par. (d)), we believe that 
the distinction between a broker and a forwarder and the responsibil- 
ity, if any, of the carrier with respect to each, may need clarification. 

‘(f) Fundamentally, we believe that forwarding, in the commonly 
accepted sense, is the obligation of the shipper. Pursuant to recog- 
nition of this obligation, the shipper has traditionally attended to 
these details or he has employed a forwarder to do it for him. 

However, there may be occasions when a carrier May reason- 
ably be required to act as a forwarder. We accordingly do not favor 
regulations so rigid in effect as to preclude performance by carriers 
in such instances. However, since forwarding would be an activity 
entirely independent of the carrier’s prime function, a reasonable 
charge to the shipper should be made therefor. 

gq) We believe this question has been adequately covered in our 
earlier remarks. 

(h) Forwarders, as well as shippers, are solicited by the carrier. 
There is a certain quantity of cargo, the routing of which is left to the 
discretion of the forwarder by the shipper, and the carriers actively 
solicit the forwarders for these movements. 

(i) Since it may be assumed that for beneficial reasons the shipper 
has contracted to confine his shipments to the conference lines, the 
forwarder, as his agent, is similarly bound. More frequently than not, 
the forwarder is directed to place the business with the carrier with 
which the shipper has already negotiated a booking. In other cases, 
the competent forwarder will consider himself obligated to choose the 
conference vessel best situated to move the cargo in accordance with 
the desired dates of delivery at destination. (The forwarder is also 
expected to act in such wise as to avoid incurring unnecessary expense, 
such as railroad car demurrage, excess trucking costs, etc.) The 
essence of transportation is dispatch. The skilled forwarder knows 
this and in the interest of his shipper-principal he acts accordingly. 

5. (ec) The practices as outlined in subparagraphs (a), (6) and 
are known by all concerned to be improper or at least questionable, 
and, if resorted to, are done between the parties involved without our 
knowledge. Of our own direct knowledge, we cannot testify that 
they have been indulged in by known parties. 

We do not feel qualified to delve into the question of whether 
existing laws and regulations purporting to regulate forwarders and 
brokers are sufficient. 

Mr. TuHompson. Mr. Hill, will you state briefly the extent of your 
background in connection with your present position. 

Mr. Hiiu. I have been with the conference, I do not have the 
exact date but approximately 7 years. Prior to that time I have had 
no experience in the maritime business. 

Mr. THompson. How many lines comprise your conference? 

Mr. Hin. Six, sir. 

Mr. THompson. How many of these are American-flag lines? 

Mr. Hitu. Two. 

Mr. TuHompson. Do I understand that you are here today in an 
official conference dapacity, representing all the lines except the one 
that you mentioned, by permission obtained after the subcommittee 
telegram was received? 

Mr. Hiuu. That is correct. 
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Mr. Tuompson. Was this authority granied to you by official 
meeting and vote, or by individual lines contacting you? 

Mr. Hitz. I was authorized both by indivi uals and at a meeting, 

Mr. Tuompson. We will follow the same >attern. Counsel will 
proceed. 

Mr. Warren. Mr. Hill, is your conference a unanimous or a two- 
thirds voting conference? 

Mr. Hi. It is a two-thirds voting conference. 

Mr. WarREN. Has it ever been a unanimous voting conference? 

Mr. Hit. It has, sir. 

Mr. WarrEN. At what time? 

Mr. Hix. The exact date of the change which presently brings us 
to a two-thirds majority conference, I do not know at this particular 
time. However, I will be quite happy to get the exact date for you 
and submit that to the committee. 

Mr. WarREN. Can you indicate it approximately, according to 
your best recollection? 

Mr. Hitt. Yes. I believe, to the best of my recollection, it was 
in the neighborhood of 2 years ago that we became a two-thirds 
conference. 

Mr. Warren. Were your member lines respondents in Docket 657? 

Mr. Hix. They were, sir. 

Mr. WarrEN. Then, it would follow that the conference was a 
unanimous voting conference at the time it participated in that 
docket; is that correct? 

Mr. Hix. I am almost positive that the conference was a unan- 
imous conference at that time. 

Mr. Warren. Was the Lykes Steamship Line a member at that 
time? 

Mr. Hiuu. They were, sir. 

Mr. Warren. Then, if your assumption is correct, Lykes, insofar 
as your conference is concerned, endorsed the policies of your confer- 
ence in Docket 657; is that correct? 

Mr. Hiux. Again I will say that I would have to resort to the re- 
cord. However, to the best of my knowledge at this present time, 
I believe that they went along with the views and voted unanimously 
at that time. However, again I will check that record and advise you 
accordingly. 

Mr. Warren. And those views were opposed to the payment of 
brokerage; is that correct? 

Mr. Hity. Our position at that time was being opposed to the 
elimination of the prohibition we had in our agreement. 

#” Mr. Warren. Will you please submit the official minutes showing 
the action taken at that time? 

Mr. Hix. | would be glad to. 

Mr. WarREN. You indicated on page 3: 

It is felt that freight forwarders are helpful to a degree in the development 
the foreign commerce of the United States. 


Will you elaborate on that, please? 

Mr. Hriu. In our particular trade, we know of certain forwarders 
who have visited foreign countries, have visited the interior, and more 
than likely they have solicited business for their own account; and 
indirectly we believe that this is of some benefit to the development 
of commerce of the United States. 
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Mr. Warren. Would this, therefore, in your opinion, justify the 
payment of brokerage if a question came into play as to whether or 
not these forwarders would be eliminated from the scene if broke rage 
were not paid them? 

Mr. Hitx. I would like if you would rephrase it, if you could. 

Mr. Warren. There has been testimony to the effect that, if 
brokerage is not paid to freight forwarders, that industry would be 
seriously affected, and possibly constitute a detriment to the com- 
merce of the United States. 

As a matter of fact, the Federal Maritime Board in docket 657 has 
substantially taken that position. 

Mr. Hutz. I believe, in my opinion, that, if brokerage or freight 
commission, if you will, were eliminated, it would curtail the activities 
of some forwarders. 

Mr. Warren. Would this cause any decrease in cargoes that are 
normally generated? 

Mr. Hix. In our particular trade, sir; no. 

Mr. Warren. Are you an exclusive contract conference? 

Mr. Hii. We are. 

Mr. Warren. Do the greater percentage of your cargoes move 
under the contract system? 

Mr. Hruxu. Absolutely. 

Mr. Warren. And, under that system, the shipper contracts 
directly with the conference? 

Mr. Hitt. That is correct. 

Mr. Warren. And, the freight forwarder, when utilizing the 
member lines, may have some discretion in placing that cargo; is that 
correct? 

Mr. Hii. Well, he has more than likely been instructed by his 
shipper client to place it with a conference carrier; yes. 

Mr. Warren. Well, even though his principle is operating under 
such a contract, he would not have to place it with a particular line. 
He would have some discretion; is that not correct? 

Mr. Hrut. He would have that discretion, yes; and, as we have 
stated, I believe it is his obligation to his client to pick, so to speak, 

e best-suited vessel, or possibly the best-scheduled vessel, to meet 
with the requirements of his client. 

Mr. Warren. Then, you indicate that this discretion is quite 
limited as a practical matter? 

Mr. Hinz. As a practical matter; yes. 

Mr. Warren. And you have further indic ated, I believe, that for 
placing cargo, in addition to the other services that are rendered by 
forw arders, the member lines do not believe a brokerage commission 
should be paid. Is that the substance fia your position? 

Mr. Hinz. Well, let me put it like this: It is commonly known that, 
prior to the proceedings of Docket 657, we had in our basic agreements 
a prohibitionary clause against the payment of brokerage. Sub- 
sequent to the proceedings and the order passed down by the Maritime 
Commission, our agreements, so to speak, became silent on the subject 

| brokerage. We then, I would say, as competitive necessity, in- 
stituted our present rules and regulations, and we do now pay brok- 
erage. 


\ir. WarreEN. Is that the sole reason? 
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Mr. Hixu. There, I will say, is the fear in their minds of loss of 
cargo, and practically that is so. 

Mr. Casry. Could I ask a question at that point, Mr. Chairman? 

Mr. TuHompson. Yes, please. 

Mr. Casny. Is it your experience that this is an all-or-nothing 
proposition? ‘In other words, you have to have a provision in your 
conference agreement that nobody pays brokerage or, as a matter of 
course, everyone will pay brokerage? 

Mr. Hiuu. No, sir. I would not put it in that way. I would say 
we would prefer to have the discretion whether or not to pay. 

Mr. Casey. That is not the question I asked vou. The question 
I asked you was whether or not, in your experience, if your agreement 
is silent on it everyone will pay brokerage for fear they will lose cargo, 
so that the only way that you can eliminate the payment of brokerage 
is for a conference agreement to contain a provision prohibiting all 
lines from paying brokerage? 

Mr. Hitz. That would in effect be true. 

Mr. Casry. There is no question about it, is there? And this 
benefit that vou talk about that the freight forwarders confer on the 
foreign commerce of the United States by these individuals that you 
speak of going into the foreign countries and try ing to develop mar kets, 
what is their incentive there? Their incentive is to se cure business 
in that foreign country so that they will act as forwarder in connection 
with the shipments? 

Mr. Hitz. In effect that would be in my opinion their purpose. 
It is a self-seeking purpose. 

Mr. Casry. And they would be paid forwarding fees for performing 
the forwarding functions in connection with those shipments? 

Mr. Hinz. They are now, ves. 

Mr. Casey. That would be their purpose, in other words, to dig 
up customers who would pay them forwarding fees for handling the 
forwarding functions? 

Mr. Hixu. I think that is obvious. 

Mr. Casry. And the question as to whether or not they were 
going to get brokerage would be something which you might call a 
windfall? 

Mr. Hitz. Possibly, ves. 

Mr. Seety-Brown. Would the gentleman yield? Is not that 
looking for an extra market or additional market very possibly con- 
sidered a service for which you could charge brokerage? 

Mr. Hiti. Let me put it this way: In our particular trade which 
is Cuba, we are confronted with the economic conditions of Cuba. 
Cuba, we will say, exports X amount of dollars worth of sugar and 
perhaps tobacco and smaller products. They, according to their 
economic conditions, emport X amount of dollars of foodstuffs, other 
equipment, and such as that. 

Now, in this trade, we are more or less governed by the economic 
conditions of Cuba, and the importations are more or less set by those 
economic conditions, so that I am, in my opinion, quite clear that no 
assistance could be rendered there for increasing the tonnage in any 
way. 

With respect to other territories, I am not in a position to be of any 
assistance there. I am not qualified to answer. 

Mr. Casey. You understand that I am not questioning your state- 
ment that the freight forwarders are of benefit to the foreign commerce 
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of the United States. My question is directed solely as to who should 
pay for that benefit. 

On page 4 of your statement, you state that the freight forwarder, 
and you speak of the competent freight forwarder, is under an obliga- 

tion to select the ship that is best situated to carry the cargo that he 
has been disignated to book by the shipper. ‘That is an inherent part 
of his obligation, is it not? 

Mr. Hixv. | think it is an obligation on his behalf to render his 
clients the best satisfactory arrangement. 

Mr. Casgy. In other words, to get it to the point where it is going 
to go in the quickest, cheapest, and best ship possible under the circum- 
stances that he finds himself in when he gets that cargo to ship to the 
ort? 

Mr. Hiuiu. Well, with respect to cheapest, of course, we are all 
uniform as conference members. 

Mr. Casey. I only threw that in, not for your particular conference 
but as an inherent part of any freight forwarder’s obligation. 

Mr. Hii. Yes, | would say so. 

Mr. Casry. And that obligation he performs as part of his contract 
with the person that is shipping the goods? 

Mr. Hiutx. Absolutely. 

Mr. Casry. The ship that gets that cargo receives the benefit, to 
be sure, but it is an incidental benefit flowing from the obligations 
that the freight forwarder has to the shipper? 

Mr. Hit. Yes. In effect, that is the answer. 

Mr. Casry. Now let us translate that into the development of 
foreign markets. When he goes into a foreign country and finds a 
customer for himself, he may benefit the foreign commerce of the 
United States by digging up a customer, but his payment is from that 
customer for whom he assumes the same obligations as he has for the 
customer that he has in the United States. 

In other words, we do not pay brokerage to everybody in this 
country that helps the foreign commerce of the United States. This 
committee might be given brokerage under some circumstances. 

Mr. Tuompson. Proceed. 

Mr. Hixiu. In that particular sense I would say that if a forwarder 
solicits a client in a foreign country and shows just cause why he 
should, say, import from the United States rather than Mexico on 
enamelware or some commodity like that, if he, we will say, sells this 
consignee on the American product, in that way indirectly he would be 
of benefit to the foreign commerce of the United States. 

Mr. Casey. There is no question about it. I agree with you 100 
percent. Iam only talking about who should pay for it. 

Mr. Hitz. However, as I say, it is limited. 

Mr. Serty-Brown. Is that not a brokerage service, though? 

Mr. Hiii. I would say he was endeavoring to get business for 
himself. 

Mr. Warren. Are there many instances in which that occurs in 
respect to your member lines? 

Mr. Hit. In our particular trade, as I explained, sir, no. 

Mr. Tompson. I might add to the question asked by Mr. Seely- 
Brown. In that connection, it would be of benefit to the steamship 
lines. I believe these conference witnesses have indicated at several 
pomts that your solicitation staffs ordinarily are sufficient to have 
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taken in the amount of trade developed because of one reason or 
another and that probably if you did not have solicitation staffs then, 
of course, you would look directly and only to the forwarder-broker. 

Mr. Hit. In that event, it would most likely be necessary for the 
steamship line to employ an agent. However, our carriers have 
extensive soliciting organizations and I am sure that—well I know, as 
a matter of fact, they wouldn’t want to abandon any of their solicita- 
tion. 

Mr. THompson. Proceed. 

Mr. Warren. We have had testimony to the effect that brokerage 
is necessarily reflected in the freight rate. Is that your thinking? 

Mr. Hint. Absolutely not. 

Mr. Warren. Isn’t it a transportation expense? 

Mr. Hitt. We would recognize it as a transportation expense, yes 

Mr. Warren. It must be reflected in the freight rate. 

Mr. Hitu. Not in our freight rates, no. It is not taken into con- 
sideration, to the best of my knowledge and my experience, in one 
iota in the manufacturing of freight rates. 

Mr. Warren. But that does not mean that you know what is in 
the minds of the lines with whom you deal when they negotiate : 
rate, does it? 

Mr. Hixu. The only thing I can say to that is that it has never been 
broached at any ratemaking meeting. 

Mr. Warren. I understand. 

Mr. Hitt. Therefore, I would assume that they are not even 
thinking of it. 

Mr. Warren. But you do concede that it is a cost of operation? 

Mr. Hix. Oh, definitely. 

Mr. WarREN. It is an expense? 

Mr. Hix. It is an expense. 

Mr. WarreEN. It has to be reflected somewhere, if the carrier is to 
survive, in the same manner that other costs are reflected. 

Mr. Tuompeson. The record will show that the chairman of the full 
committee, Mr. Bonner, has joined the subcommittee because of his 
interest in this subject. Mr. Bonner, please feel free to participate 
and help us in any way you can. Proceed. 

Mr. Warren. Do your member lines deal with any shippers who do 
not utilize the services of forwarders? 

Mr. Hitu. Yes, they do, 

Mr. Warren. Is there any functional difference in dealing with such 
shippers as compared with shippers who utilize forwarders? 

Mr. Hix. To the best of my knowledge, no. 

Mr. Warren. The function is the same in both cases, but different 
parties are doing it; is that correct? 

Mr. Hixu. That is correct. 

Mr. Warren. And the shippers who do not utilize forwarders pa) 
the same freight rate as shippers who utilize forwarders; is that 
correct? 

Mr. Hiri. They do. 

Mr. WarreEN. Then the lines are getting more return when dealing 
with shippers direct. 

Mr. Hitu. It acts to their benefit, yes. 

Mr. Warren. Mr. Chairman, I have no further questions. 
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Mr. THompson. In connection with the payment of brokerage, 
we, Hill, do you know of cases where your member lines have paid 
rokerage on no basis except the basis of denomination by a shipper? 

Mr. Hutz. No. 

Mr. THompson. Do your member lines check the extent of services 
rendered prior to the payment of brokerage? 

Mr. Hitt. Of course, the conference requires that each member 
file with them an application m accordance with the rules that are on 
file with the Federal Maritime Board. However, in answer to your 
direction question, I do not believe that they do. 

Mr. THompson. They do not check the extent of the services 
rendered? 

Mr. Hiuz. As a matter of practice, I believe they pay it when the 
bills are rendered by a freight forwarder. 

Mr. THompson. When the bill is rendered, but only after denomina- 
tion by a shipper; is that correct? 

Mr. Huw. Right. 

Mr. Tuompson. Do you recall any case where a bill was rendered 
by a forwarder who had not been named by the shipper? 

Mr. Hitt. No, I am not aware of any such case. 

Mr. THompson. Do you always check to see that you do have on 
record a denomination and an application? 

Mr. Hix. Our rules provide that they must nominate their client 
and following which they put, we will say, ‘‘We use John Doe, for- 
warding company, as agent.” 

Mr. THompson. That is the extent of your check to see whether 
any service was rendered whatsoever? 

Mr. Hi. Yes. 

Mr. THompson. Do you have any questions, Mr. Davidson? 

Mr. Davipson. No, thank you, Mr. Chairman. 

Mr. THompson. Mr. Seely-Brown? 

Mr. Sgety-Brown. Do I understand, sir, that your conference lines 
pay brokerage? 

Mr. Hiti. Let me make it clear for the record. I believe that | 

have led the committee to believe that all of our member lines do. 
That is not true. One line does not pay brokerage. As stated in our 
previous hearings in New Orleans, this line is a railroad-car ferry 
organization who transport tank cars, bulk commodites; and, in view 
of the peculiarity of their service and the fact that they must negotiate 
direct with each shipper whether he be large or small for the specific 
weights and measurements of a car, due to the fact that in certain 
sections of his ship he is permitted only to handle a certain measure- 
ment of car and he is not considered what we term in the trade a bulk 
arrier but is simply a carrier service and negotiates with every 
shipper dwrect—due to ‘Games features that | have mentioned there 
s no brokerage. 

Mr. WarrEN. Does this carrier negotiate with shippers who utilize 
forwarders? 

Mr. Hii. He does. 

Mr. Warren. What is its reason for not paying brokerage? 

Mr. Hii. His reason for not paying brokerage is that, due to the 
fact that he negotiates direct with the shipper, the shipper books 
direetly with him, that a freight forwarder can perform no service of 

1 kind which obligates him to pay, and he does not pay. 
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Mr. THompson. Is it not further true that, because of the peculi- 
arity of that type of service, there being no competitive line which 
handles similar cargo, that there is no economic compulsion? 

Mr. Huu. In effect, that is absolutely correct. For instance, to 
sort of delve into that a slight bit, tank cars, what we term the break- 
bulk carriers, do not handle tank cars of, for example, lard, soybeans, 
cottonseed oil, ete. Nor do they handle locomotives or things of such 
nature. So that his service is not to a great extent competitive with 
the break-bulk lines in the fact that, if he should refuse to pay broker- 
age, it will affect him to a great extent. 

Mr. THompson. How could it affect him? 

Mr. Hix. It may in this instance affect him by the loss of, say, a 
car of a sack commodity, which is easily susceptible to liner carrying 

Mr. THompson. You mentioned one of the reasons for not paying 
brokerage as being that in nearly all cases the carrier dealt with the 
shipper who booked his own cargo. Is that not true of your other 
services? In many other cases, the cargo is booked directly by the 
shipper, and yet you pay brokerage upon nomination of the shipper? 

Mr. Hitz. That is true for this reason: The closeness of the gulf 
to Cuba makes it a highly competitive trade, and we have nonconfer- 
ence operators who come in and run in direct competition with our 
conference lines; and, on this portion of cargo in which the discretion 
is left to the individual forwarders and a man might not have a con- 
tract with the conference, the forwarder might negotiate with the non- 
conference carrier. 

Mr. THompson. Do you think that a forwarder-broker is an agent 
of a shipper? 

Mr. Hixu. I definitely do. 

Mr. Tuompson. Do you feel that he controls, in most cases, the 
direction of cargo with respect to choice of line? 

Mr. Hitz. No, I do not agree with that. I would say that in the 
large percentage of cases that the shipper instructs him to book with 
an individual carrier. 

Mr. Tuompson. Mr. Miller, do you have questions? 

Mr. Mituer. No, thank you. 

Mr. Srety-Brown. Mr. Chairman. 

Mr. Tuompson. Yes. 

Mr. Srety-Brown. To go back to my question. It was my under- 
standing that all but one of your conference lines pay brokerage. 

Mr. Hiti. That is correct. 

Mr. Serety-Brown. If brokerage were eliminated, what would be 
the effect on your conference lines? 

Mr. Hit. If brokerage were eliminated? 

Mr. See._y-Brown. Entirely. 

Mr. Hiti. Nonconference? 

Mr. Srety-Brown. If there were no brokerage fee? 

Mr. Hit. I imagine they would not object to that. 

Mr. Seety-Brown. All right. Could you exist without freight 
forwarders? 

Mr. Hixxy. It would necessarily entail the member lines, too, in 
instances, have their own forwarding department if forwarders were 
eliminated altogether. 

Mr. Srety-Brown. You believe that the freight forwarding 1s, 
therefore, economical for the conference, rather than to have each 
member line have its own staff for soliciting business? 
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Mr. Hitt. It is beneficial to us, yes. 

Mr. Seety-Brown. That is all. 

Mr. Warren. Mr. Hill, would the nonpayment of brokerage de- 
press the volume of cargoes handled by your member lines? 

Mr. Hitt. That would go back to our previous statement. No. 
In our particular trade, our exports are more or less governed by the 
economic conditions of Cuba. 

Mr. Warren. For how long, prior to docket 657, had your member 
lines not paid brokerage? 

Mr. Hitt. There again I would have to get you the exact date, 
but, to the best of my knowledge and recollection, it was in for a 
considerable amount of time. 

Mr. Casry. You stated that in many cases, the shipper controls 
the eargo rather than the forwarder? 

Mr. Hiuu. I would say the shipper controls the cargo in every 
instance. 

Mr. Casry. I meant controls the line that the cargo is to be booked 
on. 

Mr. Hit. Yes. 

Mr. Casey. In those cases where he does not designate the line or 
the ship in which the cargo is to be booked, is it not a fact that the 
inherent obligation of the forwarder really controls the ship or the 
line that it is to be booked on? 

Mr. Hitu. Yes. However, if his client has a contractual obligation 
with the conference, it is his duty to book that cargo, we might sav, 
or cause that cargo to be booked on a conference carrier. 

Mr. Casry. In that case, you might say that the shipper himself 
has control of the cargo and has designated the line by virtue of his 
contract with the line. 

Mr. Hut. In a lot of instances, that is true. 

Mr. Casry. Now, suppose, for example, that a forwarder does not 
book the cargo in accordance with what we have agreed to be his 
inherent obligation to the shipper. That is, he does not book it on 
the ship that is best situated to carry the cargo. And, let us suppose 
that his refusal or failure to do so is influenced by the fact that he 
might not receive brokerage from that line, but that he would receive 
brokerage from another line that had a ship not in as good position. 
So, he books it with the line that will pay him brokerage. Is that a 
violation of his obligation to the shipper? 

Mr. Hiuu. If I were the shipper in that instance, I would employ 
another freight forwarder. 

Mr. Casry. Thank vou. 

Mr. Srety-Brown. Could I ask one more question? 

I certainly do not want to embarrass you, and your answer could 
best be given in general terms rather than specific terms. 

Do brokerage fees paid over a period of years amount to an appreci- 
able sum of money, in your opinion? 

Mr. Hixu. In my opinion, they do. 

Mr. Srety-Brown. They amount to an appreciable sum of money? 

Mr. Hix. We are talking now about brokerage. In our partic i 
trade, we define it as a freight commission. 

In answer to your question, we think it would be an appreciable 
sum, yes. 

Mr. Srety-Brown. And it is an appreciable cost of doing business? 
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Mr. Hitu. Yes. 

Mr. Davipson (presiding). Have you ever figured out how much 
you pay out in the course of a year? 

Mr. Hixiu. No, sir; that question was asked of us. 

Mr. Davipson. I cannot understand why that is something that we 
never seem to be able to get. 

Mr. Hix. Well, to proceed, I was about to explain that we will 
give the committee that information, if required. 

Mr. Warren. We directed a communication to you to that effect. 

Mr. Hitt. That is correct. However, as I stated, at this time I do 
not have the information. 

Mr. Warren. We want that information. 

Mr. Hitu. We would be glad to give it to you. 

Mr. Davipson. Will the gentleman yield? 

Mr. Seety-Brown. Yes. 

Mr. Davipson. Did I understand you to say in answer to a ques- 
tion which was directed to you by Mr. Casey that, in your opinion, 
the shipper controls the cargo, and designates the carrier in all cases? 

Mr. Hriu. Not in all cases, no. 

Mr. Davipson. In the great majority of cases? 

Mr. Hixu. I would say in a great majority, yes. I believe, to clarify 
that, that the statement I made was that the shipper in all cases, is 
the controlling interest. 

Mr. Davipson. The controlling designator of the carrier? 

Mr. Hitu. That is right. 

Mr. Davipson. Do you mean the ultimate, or in all cases the con- 
trolling? 

Mr. Hitu. Well, he most certainly controls the routing of his cargo 
at all times, if he wants to so designate a carrier. 

Mr. Davipson. Mr. Casey makes the observation, which is far 
more intelligible to me, that he has the ultimate right in all cases to 
do so, but whether or not he does so is another question. 

Mr. Hitz. Perhaps I phrased it badly. 

Mr. Davipson. You mean that he may do so if he wishes? 

Mr. Hiniu. He may, absolutely. 

Mr. Davinson. If he did so in all cases, as I had undersiood you 
to say originally, I could then not understand why carriers would 
feel the impact of not paying forwarders brokerage fees. 

Mr. Hitz. I can understand that. 

Mr. Davipson. You say the shipper has the power and the potentia! 
to designate. 

Mr. Hix. He has the prerogative to name any vessel that he so 
desires to name. 

Mr. Davipson. And a majority of them so do? 

Mr. Hitt. They do. 

Mr. Davinson. But it is because of fear in those minority instances 
where the shipper does not avail himself of the potential so to do, 
that carriers fear the impact of not paying brokerage? 

Mr. Hix. Basically, that is correct. 

Mr. Warren. Mr. Hill, in your opinion, is it conceivable that a 
carrier might have an additional reason for wanting to comply with 
the wishes of a particular shipper? 

Mr. Hriu. It may be, ves. 

Mr. Warren. | am referring to the fact that the forwarder pre- 
sumably is the agent of the shipper. And, as such, the shipper’s 
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friends or relatives may control the forwarder. In view of this, the 
carrier may wish to continue to pay brokerage even though it knows 
that the shipper does the booking. 

Mr. Hruu. You are speaking now of a forwarder who has family 
relations with the shipper? 

Mr. Warnen. The forwarder is a close friend or relative of the 
officers of the shipper. 

Mr. Hiuy. I don’t think I could give an intelligent answer on that. 

Mr. Tompson (presiding). If the shipper controls the movement 
of the cargo, and the selection of the carrier, where is the economic 
compulsion to pay brokerage? 

Mr. Hiuu. In our tariffs, we have on various commodities open 
rates. Now, actually, these open rates are on commodities which 
normally move in large quantities, and the vessel, when he so desires 
to negotiate for one of these cargo lots, would approach a broker to 
assist him in that manner. Perhaps the broker may also be a for- 
warder and, in that sense they feel that, if they did not pay the com- 
mission, they would possibly lose those cargoes to nonconference 
operators. 

Mr. THompson. Even though the shipper has an agreement to 
ise the conference? 

Mr. Hinxi. The shipper on an open rate, in some cases, does not 
have contracts with the conference on those large cargo-lot com- 
modities, for obvious reasons, that he wishes to use his own discretion 
in negotiating, or have his agent negotiate for rates best suitable to 
him. 

Mr. THompson. Is it the feeling among your member lines that, 
even though the shipper controls his cargo at all times the nonpay- 
ment of brokerage might cause them to suffer a loss of business be- 
cause a forwarder-broker may convince the shipper to use another 
line? 

Mr. Hinz. There is a fear, let us say that, and I think it is not 
without foundation. 

Mr. THomrson. Do you know of any occasion where the carrier 
was told by a freight forwarder-broker that if he did not pay brokerage, 
he would suffer a loss of cargo? 

Mr. Hint. No. To the best of my knowledge, I have heard nothing 
of that nature. 

Mr. Toompson. Do you have any questions, Mr. Chase? 

Mr. Cuase. Do you think that, if the carrier did not pay brokerage, 
he might indirectly arouse the animosity of some broker? 

Mr. Hriu. I don’t doubt that a bit. 

Mr. Cuasze. Do you agree that true brokerage is the securing of 
cargo? 

Mr. Hii. I believe that the term of a true brokerage is the em- 
ployment of a broker by a vessel to secure cargo for that vessel. 

Mr. Coase. You mentioned the relationship between the for- 
warder and the shipper as that of a client and forwarder? 

Mr. Hitz. Yes, sir. 

Mr. Cuassz. So, in serving his client, the forwarder is obligated to 
select the ship that will be to the best advantage of his principal, his 
client? 

Mr. Hinz. I think he would be obligated to do that, 
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Mr. Cuase. And, being under that obligation, you do not think 
he should be paid brokerage by the ¢ arrier in discharging a respon- 
sibility that he already owes the shipper? 

Mr. Hix. I will repeat that I do not believe that we are obligated 
in any way to pay. 

Mr. Cuasre. Would you liken that to the situation of the traffic 
manager employed by the shipper? You certainly would not pay 
him brokerage, would you? 

Mr. Hitt. We certainly would not. 

Mr. Cuase. That would be improper? 

Mr. Hitt. That would be decidedly improper. 

Mr. Cuase. That would be in the nature of a rebate. Do you 
think that one of the important tests to be applied as to whether 
brokerage shall be paid is whether the services indirectly promote 
foreign commerce? 

Mr. Hitt. While we have no definite recommendations at this 
time, we feel that there should be a distinction between a broker on 
the one hand, and a freight forwarder on the other. 

Mr. Cuasze. Do you think that the general term of promoting 
foreign commerce is too broad a term to be applied as a test as to 
whether brokerage should be earned? 

Mr. Hit. I think that is correct. 

Mr. Cuase. In other words, I suppose the carriers also promote for- 
eign commerce? 

Mr. Hinz. Definitely. 

Mr. Cuase. And the shippers? 

Mr. Hitt. Definitely. 

Mr. Cuase. And the traffic departments? 

Mr. Hii. Yes. 

Mr. Cuase. Now, in connection with the nomination of the carrier, 
of course, the payment of the brokerage is based theoretically on the 
proposition that the forwarder has obtained that cargo; am I right? 

Mr. Hitt. The payment of brokerage? 

Mr. CHASE. a 

Mr. Hitt. The freight broker, you are speaking of now? 

Mr. Cuase. That is right, anyone who is going to get the broker- 
age. 

Mr. Hitt. The employment of the vessel by a freight broker to 
get cargo is, in my opinion, considered brokerage. 

Mr. Cuase. In other words, is not the carrier, before he pays 
brokerage, interested in knowing who secured the cargo? 

Mr. Hitu. Yes, I would say so. 

Mr. Cuasr. And the nominating of the forwarder, permitting him 
to book the cargo, is that not, in a sense, prima facie evidence that 
the forwarder obtained the cargo, and therefore is entitled to broker- 
age? 

Mr. Hitz. Again, I am getting off the basis of brokerage here, as 
what we term “freight commission.” Are you speaking of a freight 
forwarder receiving brokerage for booking cargo? 

Mr. Cuase. I am speaking of a freight forwarder. He is nominated 
by the shipper; is he not? His name appears somewhere on the papers 
in ag for the carrier to pay him brokerage? 

. Hin. We don’t consider that true brokerage. 
Mr. Warren. You pay a forwarder a freight commission? 
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Mr. Hix. We pay a freight commission. 

Mr. Warren. The fact of nomination alone causes you automati- 
cally and perfunctorily to pay brokerage, without regard to the 
rendition of services; is that correct? 

Mr. Hix. That is correct. 

Mr. Cuase. I have one more question. ‘This is an extreme case: 

We will assume that a true broker goes out into the hinterland and 
prevails upon someone to give him cargo for his ship. He would earn 
that brokerage if he obtained that ce: argo; would he not? 

Mr. Hin. He would definitely earn that. 

Mr. Cuase. Now, we will say that when he solicited that cargo 
he made contact with the traffic department of that shipper. It 
would not necessarily follow that the traffic department would be 
entitled to part of the brokerage? 

Mr. Hix. No; definitely not. 

Mr. Cuasz. Then again, we will assume that he contacted the 
forwarder who was representing that shipper as a forwarder. The 
true broker would not be expected to split his brokerage commission 
with that forwarder; would he? 

Mr. Hix. I would not think so. 

Mr. Cuasze. Would you think that, if he did, it would be improper? 

Mr. Hutu. I believe that when he would employ a freight forwarder 
he would compensate that freight forwarder for the benefits that he 
derived. 

Mr. Cuase. Well, he solicited the freight forwarder just as though 
he might have solicited the traffic department or the shipper, if he 
did not have a traffic department. He solicited the forwarder. He 
knew that the forwarder was representing the shipper as a forwarder. 
The true broker solicits him as the representative of the shipper. 
Would there be any reason to split that brokerage fee? 

Mr. Ht. I would not say there would be. 

Mr. Cuase. In other words, the relation of the forwarder to the 
shipper was forwarder to client? 

Mr. Hiuu. Right. 

Mr. Cuase. And, it would be just as though he contacted the 
traffic manager of the shipper, whose relationship would be that of 
employee to “employer; but, in neither case would you say that the 
splitting of that brokerage fee would be proper? 

Mr. Hiux. I wouldn’t say it would be. 

Mr. Cuase. I have one other question. We mentioned the expense 
of paying brokerage. You said that that is not figured into the rates? 

Mr. Hinz. No. 

Mr. Cuase. It is not figured, although it is an inescapable element 
of the cost of doing business? 

Mr. Hinz. Right. 

Mr. Cuasre. Assume that a shortage of brokers and forwarders 
connate which caused the expense of brokerage to go up to 10 or 

15 percent. Then, necessarily, you would have to take that cost into 
very close consideration in fixing your rates; would you not? 

Mr. Hin. I believe we would be forced to, yes. 

Mr. Cuase. But, because of the fact that it is generally 1% per- 
cent, you do not think that you have to consider it directly in the 
fixing of rates’ 

Mr. Hint. I would say that we do not. 
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Mr. Cuasz. Although it is, of course, an inescapable part of the 
cost of doing business. 

Mr. Hut. Right. 

Mr. Cuase. Thank you. 

Mr. Tuompson. Mr. Miller. 

Mr. Miuuer. Mr. Hill, I would just like you to clarify one state- 
ment which you make on page 4. 

You say: 

However, since forwarding would be an activity entirely independent of the 


carrier's prime function, a reasonable charge to the shipper should be made 
therefor. 


I assume that that is the cost of freight forwarding? 

Mr. Hixu. That is correct. 

Mr. Mitxier. Then, how do you reconcile that with the statement 
above, when you say: 


We accordingly do not favor regulation so rigid in effect as to preclude perform- 
ance by carriers in such instances. 

And the instances you refer to are contained in the first sentence, 
where you say: 


However, there may be occasions when a carrier may reasonably be required 
to act as a forwarder. 


Will you reconcile your whole statement there? 

Mr. Hut. I think that we could possibly reconcile that by the dis- 
cussion Mr. Chase and I just completed wherein he stated that, 
should the forwarding industry have a drought and the forwarders 
become nonexistent, we will say then, I believe, that the carrier, in 


some instances, would be obliged to render assistance to shippers 
who are not in a position to maintain their own export departments. 

Mr. Miuuer. Should not that charge, according to the second sen- 
tence, and the ending sentence of the paragraph, be a specific charge 
against the shipper and not against the rate? 

Mr. Hitit. We would charge the shipper for the services that we 
rendered. 

Mr. Mitier. But you say in the other place that you do not want 
regulations “‘so rigid in effect as to preclude performance by carriers.” 
You want the flexibility, 

In fact, what you are saying is that you want to be in the position 
to give a shipper a rebate; is that true? 

Mr. Hitz. Absolutely not. 

Mr. Miuurr. You tell me why it is not true. 

Mr. Hitu. We, in effect, mean this: Should the freight forwarding 
industry, we will say, purely hypothetically, be eliminated 

Mr. Miter. Do not get to the hypothetical. We are talking about 
the practices that are presently being put forward. 

Mr. Hitz. Should the freight forwarding industry be eliminated—— 

Mr. Miuuer. But it is not eliminated. I do not want to go into 
anything hypothetical. 

Mr. Cassy. You will agree that, if a reasonable charge should be 
made for forwarding services by the carrier, and he does not make it, 
it is, in effect, a rebate? 

Mr. Hix. That is correct. 

Mr. Mitter. We are talking about practices today. 

Mr. Caszy. You propose flexibility, but you accompany it with the 
requirement that, if they render services, they get paid for it. 
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Mr. Hriz. We would definitely render a bill for any services which 
we performed. 

Mr. Mruier. You say: 
however, there may be occasions when a carrier may reasonably be required to 
act as a forwarder. We accordingly do not favor regulation so rigid— 

You are telling me that in those cases the carrier, your Conference 
Lines would charge the shipper for those forwarding services? 

Mr. Hiu. If we were in the position where it was necessary that 
the line or that carrier render a freight forwarding service; we desire 
that regulations be not so rigid that it would prevent us from assisting 
a shipper in that connection. 

Mr. Mutter. Is there any regulation today that prevents you from 
assisting the shipper and charging him for that assistance? 

Mr. Hiuu. No, there is not. 

Mr. Mruter. Then, if I, a shipper, go to you with a small shipment 
and you make out the papers and all of the documents, and take 
care of all those things, there is nothing that says that you cannot 
charge me for that work. 

Mr. Hit. There is nothing that says I cannot. However, in our 
particular trade, our carriers do not function as freight forwarders. 

Mr. Warren. In no instance? 

Mr. Hit. In our particular trade; no, sir. 

Mr. Miuuer. There is never an instance where you perform any 
of these functions gratuitously in order to obtain the business? 

Mr. Hix. Absolutely not. 

Mr. WarrREN. Do they ever pass export declarations dealing with 
shippers that do not utilize forwarders? 

Mr. Hit. To the best of our knowledge, that is their duty. They 
do that themselves. 

Mr. THompson. As a matter of fact, they do things that are your 
duty under the law, too. In some cases they fill out the bill of lading 
for you; do they not? 

Mr. Hitu. Actually, there may be an instance where they may do 
that. However, if they so require us, we will do it. 

Mr. Tuompson. To clarify, Mr. Miller, I think this paragraph would 
indicate that their feeling is that they should charge when they do 
forwarding, 

Mr. Hiuu. That is correct; absolutely correct. That is what we 
meant to convey. 

Mr. Warren. There is nothing wrong with the carrier performing, 
under existing law, a forwarding function, so long as he charges 
the shipper for the rendition of this function. 

Mr. Tees. I believe that is the ruling; yes. 

Mr. Tuompson. There has been something stated in previous 
hearings of this subcommittee which indicates that some lines were 
performing free forwarding servicesin the South Atlantic, thereby 
offering unfair competition to some of the gulf ports. Do you happen 
to know about that? 

Mr. Hit. I believe, if I remember correctly, that that was a 
question that was brought up at the New Orleans hearings, or perhaps 
subsequent to that time. 

owever, in our trade, our carriers do not perform those functions. 


Mr. Trempson. Do you believe that that would be unfair compe- 
tition? 
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Mr. Hitt. I definitely would. 

Mr. THompson. Would your members favor preclusion of such 
services by carriers free of charge? 

Mr. Hitt. Would we? 

Mr. THompson. Would you favor stopping any carrier from for- 
warding gratuitously? 

Mr. Hitt. Definitely. 

Mr. THompson. You would favor that. You do not believe that 
the provisions against rebating would be sufficient to preclude that? 

Mr. Hitz. Well, I am not familiar with the entire legal background, 
of that particular question. I will concede that perhaps it might 
cover. 

Mr. Tuompson. Are there any further questions? 

Mr. Casey. Is the deficiency presently in the administration 
rather than in the law itself? 

Mr. Hitt. I really couldn’t comment intelligently on that. 

Mr. THompson. Do your member lines feel that the formation of a 
conference of forwarders in the gulf area, for purposes of self-regula- 
tion, would be sufficient to correct some of the things you say exist? 

Mr. Hitt. I believe that that may be a step in the right direction. 

Mr. TuHompson. Are you familiar with the proposed conference 
arrangement on the west coast? 

Mr. Hit. No, sir; I have not been supplied with it, other than 
what I have read in the press. 
® Mr. Tuompson. If there are no further questions, the witness is 
excused. Thank you very much, Mr. Hill, for coming. 

Mr. Hiiu. Thank you, sir. 

Mr. Tuompson. Your testimony was very clear. 

F Mr. Hitu. Thank you. 
‘ Mr. Tuompson. The next witness is Mr. Galloway, of the Pacific 
Westbound Conference. 

Mr. Galloway, will you rise? 

In the testimony you are about to give, do you swear to tell the 
truth, the whole truth, and nothing but the truth, so help you God? 

Mr. Gatioway. I do. 

Mr. THompson. Will you be seated and state your name and 
affiliation for the record? 


TESTIMONY OF WILLIAM C. GALLOWAY, CHAIRMAN, PACIFIC 
WESTBOUND CONFERENCE, SAN FRANCISCO, CALIF. 


Mr. Gattoway. I am William C. Galloway, G-a-l-l-o-w-a-y. 
Since January 1, I am chairman of the Pacific Westbound Conference. 

Mr. TuHox.pson. Will you briefly relate for the record the extent of 
your background in the steamship and related businesses? 

Mr. Gattoway. Prior to my selection as chairman of the Pacific 
Westbound Conference, I was with the American President Lines, 
and its predecessor, the Dollar Steamship Lines, starting in 1928. 

My entire service with the Dollar Steamship-American President 
Lines, was in the freight work, various assignments in the freight 
department, including solicitation work, with the later emphasis on 
rate work, the last 6 to 8 years. 

Before assuming the conference position, I was the firm’s representa- 
tive attending conference meetings. 
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Mr. THompson. How many member lines are in your conference, 
Mr. GALLoway? 

Mr. Gattoway. There are 15, sir. 

Mr. Tuompson. How many are American-flag ship lines? 

Mr. Gattoway. Eight American and seven foreign. 

Mr. Tuompson. Do I understand that you are “here today in an 
official capacity, representing the member lines of your conference? 

Mr. Gatuoway. I confirm, sir, that I was directed to appear here 
and to testify as to the official position of the conference. 

In that connection, I want to state that I am certain it is the view 
of our membership that they made a mistake in not allowing Mr. 
Hornung to be more responsive. 

It is my intention and desire to be fully responsive, and to the limit 
of my ability. 

Mr. THompson. Was this authority given to you as the result of a 
meeting by your member lines subsequent to the receipt by them and 
by you of a telegram signed by the chairman of this subcommittee, 
dated March 5, I believe? 

Mr. Gatitoway. It was, sir. We held a meeting on Monday, 
March 12. 

Mr. THompson. You may proceed, sir. Do you have a prepared 
statement? 

Mr. Gattoway. I do not have a prepared statement. 

The invitation or request 10 appear did not specifically ask it. I 
was out of the city the entire last week. I had 1 day in San Francisco 
before coming here. There was not an opportunity to prepare one, 
although I frankly had not planned it. 

To indicate to the committee to the best of my ability the position 
of the conference, it you would bear with me, I would like to trace 
very briefly the history of conference actions. 

Mr. Warren. Before proceeding, Mr. Galloway, are the lines of 
the Pacific Westbound Conference also members of Mr. Spaulding’s 
two conferences? 

Mr. Gattoway. When I stated that we have 15 member lines, I 
was referring to the regular voting lines. We also have 14 associate 
member lines, who do not vote. 

3etween the regular membership and the associate membership, 
the lines are the same or include those that are members of Mr. 
Spaulding’s two conferences. 

Mr. Warren. Mr. Galloway, I would like to present to you an 
agenda which has been previously presented to your predecessor, 
Mr. Hornune, which I assume is a matter of record in your conference. 
We shall appreciate the official position of your conference being 
stated along this line. 

Mr. Tompson. If you will, please comment on these points. 
Then, after you have finished, you may state any additional informa- 
tion that you wish. 

Mr. Gattoway. I will do these things in the order you desire me to, 
Mr. Chairman. 

[ would submit for your acceptance or rejection, however, the 
request that I be allowed to make a very brief short statement in 
chronological order, which then may enable me and may enable you 
to better understand my answers. 

Mr. Tompson. Very well, sir. 
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Mr. Gatioway. The Pacific Westbound Conference, when they 
were served by the United States Maritime Commission with the 
notice for the hearing in 657, agreed by conference action to direct 
their attorney to contest the efforts of the Commission to eliminate 
the prohibition in their tariff against the payment of brokerage on 
local cargo. 

These lines had been paying brokerage on overland eargo right 
along. 

Mr. Warren. Did overland constitute a minor percentage of the 
cargo? 

Mr. Gatitoway. Yes, sir. I would say a minor percentage. 

Mr. WarrEN. Would you indicate the reason for the payment of 
brokerage on overland cargo? 

Mr. Gat.toway. Brokerage was paid on overland cargo for the 
principal reason that such cargo might be shipped, in many instances, 
through the Atlantic or gulf ports, through which ports brokerage was 
paid, and the carriers of the Pacific Westbound Conference felt that 
that was part of the competition they had to meet along with establish- 
ing rates that would influence the movement transcontinental to the 
Pacific coast. 

Mr. Warren. Please proceed. 

Mr. Gautioway. The testimony of the conference representatives 
in 657 is a matter of record, and I am sure that the committee is 
familiar with it. I won’t recite that. 

However, it was definitely opposed to the removal of the prohibition 
and, in effect, said that the forwarders did not perform a service for 
the carrier. 

Following the decision and order, the conference again instructed 
counsel to take all steps possible to upset the Board’s order, first 
asking for reconsideration, rehearing, which was denied. 

After that denial, they again considered the question and instructed 
counsel to endeavor to reverse the Board’s decision before a three- 
judge Federal court. 

Mr. Warren. Is your conference a two-thirds voting conference? 

Mr. Gatioway. It is, sir. 

Mr. Warren. Were the two actions to which you just referred in 
excess of two-thirds or unanimous? 

Mr. Gattoway. They were two-thirds or greater. The record does 
not indicate that it was unanimous. 

Mr. Warren. How about the decision to oppose docket 657? 

Mr. Gattoway. That was a unanimous decision. This may be a 
legal point, if you will bear with me. 

The conference, according to the record, unanimously approved 
counsel’s draft of an answer to the Board, which, in effect, said our 
members individually and as a conference do not agree that the pro- 
hibition against brokerage is adverse to shippers’ interests, the 
Congress of the United States, and so on, as spelled out in the notice 
for hearing. That was the unanimous action, and I interpret that 
that was a unanimous action to resist the elimination of the prohibition 
at that time. ; 

Mr. Warren. Proceed, sir. 

Mr. Gatitoway. After the refusal of the Board to reconsider their 
decision in 657, our conference again reviewed steps they might take 
and, by a proper conference action, the attorneys were instructed to 
proceed before a three-judge court in California. 
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They simultaneously asked for an injunction against the effective- 
ness of the Board’s order, decision and order, which request was 
declined by the court, but the court specified that, so as to protect the 
position of all parties, if any carrier chose to pay brokerage during the 
interim period, that such brokerage would be paid into the custody of 
the court, to be held until a final determination by the court. 

The court’s decision, I believe, was January 12, 1951. It was an 
adverse decision, against the conference, upholding the decision of the 
United States Maritime Commission. 

Mr. THompson. May I interrupt at that point, sir. 

Mr. Gatitoway. Yes. 

Mr. THompson. You mentioned counsel. Who was acting as 
counsel at the time? 

Mr. Gattoway. Mr. Geary and Mr. Charles of the firm of Lillick, 
Geary, Olson, Adams & Charles. 

Mr. THompson. Proceed, sir. 

Mr. Gattoway. Upon receipt of the court’s position on January 12, 
the membership again in meeting considered the courses of action 
available to them. 

Very serious consideration was given to carrying an appeal to the 
Supreme Court. In my personal opinion, I think the decision not to 
carry it was based, in large part, on the expense involved; and at that 
time a rather frustrated feeling upon the part of the membership. 
They had lost at every turn so far, and the record of the court hearing 
in the first place was rather small and they didn’t feel confident that 
they would be successful. 

They therefore instructed the secretary-manager of the conference 
to present to the Federal Maritime Board four proposals under which 
brokerage might be paid. 

In their order these proposals were: 

No. 1. That if brokerage were paid to forwarders designated by 
shippers, that the amount of such brokerage would be added to the 
freight rate or the freight charges. 

No. 2. That a tariff might be issued which would have two scales of 
rates; one scale of rates, the so-called net scale, would be applicable to 
shipments on which brokerage was not paid, the second scale of rates 
would be applicable to shipments where brokerage was paid, and would 
be higher by the amount of that brokerage. 

Mr. WarrEN. You indicated that one of the proposals was that 
brokerage be added to the shipper’s freight rate. For the benefit of the 
committee, I understand that the Pacific Westbound Conference was 
formed in 1923; is that correct? 

Mr. GatLoway. That is correct. 

Mr. WarreEN. Prior to docket 657, that conference had never paid 
brokerage except on overland traffic; is that correct? 

Mr. Gattoway: That is correct. That is the record. 

Mr. Warren. Therefore, prior to that time, brokerage had not 
been reflected in the freight rate? 

Mr. Gattoway. That is correct. 

Mr. Warren. All right. Proceed. 

Mr. Gattoway. The third proposal was that certain classes of 
bulk cargo, that no brokerage might be earned on such cargo through 
the manner in which they were handled; that the contact was direct 
between shipper or cargo owner and vessel. 
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Tt was bulk cargo—lI am speaking of certain classes of bulk cargo. 

The fourth proposal or request submitted was: Would a scale of rates 
of less than 1% percent for certain classes of cargo on which the services 
might not be so much as other cargo be permissible? 

These four requests were sent to the Office of Regulation of the 
Federal Maritime Board and were replied to by Mr. Hallet a few weeks 
later to the effect that the first two propos: uls, i in their opinion, were 
definitely contrary to the decision and order in 657; that, as to the 
third and fourth proposal, that that would require further clarification 
or amendment of the Board’s decision and order in 657, and, while in 
the letter addressed to the Office of Regulation the conference had 
stated that if further hearing or reconsideration was necessary, to 
answer any of these points, that they consider that letter a request for 
such a hearing, and Mr. Hallet’s office stated that sufficient showing 
had not been made in the letter and that, while the further hearing 
would be required, the letter was not acceptable as a request for hear- 
ing, and a separate request would have to be made. 

This was between the date of the receipt of the court’s decision, 
January 12, 1951, and I believe it is a 60-day period which would be 
considered to be allowed during which an appeal might be taken, 
that these transactions were going on there. 

Upon receipt of Mr. Hallet’s reply then, that none of the proposals 
were in order, the conference decided that the only course of action 
for them to take at that point, with the knowledge that at least some 
of their lines would pay brokerage the minute the prohibition was 
eliminated from the rules, that they should direct their efforts toward 
a tariff rule which might prescribe limits or terms under which the 
brokerage would be paid, and that is what they did, and such a rule 
was adopted, effective March 12, 1951. 

Since that time, the carriers in the Pacific Westbound Conference 
have been paying brokerage on local cargo as well as overland cargo. 
The rule under which they do it has been modified on several occa- 
sions, but the rule is substantially as it was adopted, March 12. 

Now, at the meeting on Monday, March 12, to which I referred, 
as the conference chairman, I outlined the chronological order of 
events I have given to you, and I made this statement: that, in my 
judgment, this record clearly indicated that the position of the Pacific 
Westbound Conference had not altered since the testimony taken in 
657, and that the adoption of the rule to pay brokerage stemmed solely 
from the need for member lines to be placed in the same competitive 
position with carriers who might decide to pay brokerage, and that, if 
that was not a true statement of the position of the conference, they 
should so indicate to me on the basis of a regulation conference action 
which would be a statement of a different position and a motion. 

That motion then would be passed or rejected by the membership. 

Such a motion was not made. 

I was directed to proceed and appear before you to espouse the 
official position. 

I am now to the point where I shall, to the best of my ability, answer 
these questions. 

I would state, due to the explanation I have just given to you, that 
the specific questions were not considered at Monday’s meeting. 

My telephone call to counsel from San Antonio, I endeavored to 
determine whether these questions would be the basis of questioning 





FOREIGN FREIGHT FORWARDERS AND BROKERS 933 


or whether they would be different. It is my recollection that counsel 
informed me that these questions would not necessarily be the ques- 
tions, that additional or different questions would probably be asked. 

Mr. Warren. On the basis of the entire record. 

Mr. Gattoway. On the basis of the entire record, that is right, sir. 

With no certainty, then, as to questions that might be asked, we 
did not try to get specific answers to these questions, or prepare a 
statement. 

Mr. Tuomprson. Generally, however, you are definitely representing 
each of your lines? 

Mr. Gatioway. I am representing the position duly arrived at 
under their rules, of the Pacific Westbound Conference, and have been 
authorized to do so; yes, sir. 

Mr. Tuompson. If at any time during this questioning, you do not 
feel qualified to answer for your member lines, I hope that you will so 
indicate on the record. It may be a basis of causing this subcommittee 
to call further witnesses from individual member lines. J feel it best 
to tell you that now, before the questioning. 

Mr. Gattoway. I would like to state in that connection, Mr. 
Chairman, that I do not personally know the position, or feel that I 
know the position of any individual line member of my conference, for 
this reason: In my experience, first as a representative attending the 
meetings, and borne out to some extent since January 1, it is my 
knowledge that members in meetings make statements and take 
positions which might or might not reflect their true position or their 
true beliefs, because of this fact: So that we may get an intelligent 
vote, it is the general practice in our conference that on all controver- 
sial matters, the ballot is a secret ballot, so that we have the situation, 
to my knowledge, where lines assume a position in a discussion, and 
very well might vote in a different manner. 

Mr. Warren. Mr. Galloway, in regard to docket 657, I believe 
that you have stated that your lines presently and currently endorse 
the position they took back in the period 1949-51? 

Mr. Gatioway. As I explained to you, I posed that as clearly to 
them as I could at the Monday meeting, and invited them to tell me 
if that was not true, and there was not any action which changed that. 

Mr. WarreEN. Then it would follow that they endorse those con- 
tentions today? 

Mr. Gattoway. They had the opportunity to state if they did not 
doso. I must assume, therefore, that they do. 

Mr. Casry. Mr. Galloway, of course, what the subcommittee is 
interested in is ascertaining that the views you express here today om 
each of these matters represent the official views of your conference. 

Would it be a fair procedure to permit any lines that do not agree 
with portions of your testimony, to so indicate to the subcommittee 
later? 

Mr. Gatioway. I would certainly expect it would be, yes, sir. 

Mr. Warren. Mr. Galloway was it made known to those indi- 
vidual lines at the time of the conference meeting that they were 
free to make a contrary statement before this committee? 

Mr. Gattoway. Yes. As part of our meeting, at the very begin- 
ning of our meeting, it was made quite clear by me, as expressed in 
the ‘telegram requesting my attendance, that myself or a representative 
of the conference was to attend, prepared to give the official position, 
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or, as an alternative, that the individual lines might be subpenaed. 
And we first discussed and decided that the individual lines, at least 
at that meeting on Monday, did not desire to attend, but they were 
aware that they might be invited to attend, and I am certain, converse- 
ly, they were aware that they might request attendance. 

Mr. Warren. Of course, they received the same telegram that you 
received? 

Mr. Gatitoway. Yes, sir. According to your telegram, that was 
so stated. 

Mr. Tuompson. The telegram indicated that the lines would have 
a representative to state their views, not necessarily the views of the 
conference, as such, but the views of the individual lines. That was 
repeated in the telegram. 

The Chair will state that your testimony will be taken by this sub- 
committee as being the views of your member lines, under the author- 
ity you have expressed, by your attendance here today. If such is not 
true in any part of your statement, if this subcommittee does not hear 
to the contrary from any individual member lines, we will proceed, 
as I have stated. You may proceed with your statement, sir. 

Mr. Warren. Have you finished, Mr. Galloway. 

Mr. Gautioway. Yes, sir. 

I am looking now at these questions [reading]: 

2. Matters concerning the use of and the compensation received by forwirders 
and brokers on Governirent export shipments, with emphasis upon— 

(a) The propriety of paying brokerage. 

(b) The reasonableness of compensation. 

(c) Type of services rendered. 

(d) The right to participate in commercial type military shipments. 

I believe that I fairly state the position of our lines when I say that 
at least a majority of them, the required majority under our agree- 
ments, do not feel that the payment of ications on Government 
cargo is in order in that such cargo is booked directly by the Govern- 
ment department concerned with usually the Washington representa- 
tive or office of the steamship company. 

To the knowledge of the carriers, the only service performed by 
the forwarders is the preparation of certain documents which our 
members feel is the obligation of the shipper; in this case, the 
Government. 

As to (d) I don’t believe that I am in a position to fairly comment 
on that. [Reading:] 

3. Analysis of services forwarders and brokers render to carriers and to shippers 
on commercial export shipments. 

Does four follow? Is that the breakdown of three really? 

Mr. Tuoompson. Three is a subject by itself. What is your analysis 
of the services performed for shippers and for carriers? 

Mr. Gatioway. I don’t know of any services that forwarders per- 
form for the carrier, or for which the carrier might employ a forwarder. 
I am speaking of forwarders. 

In our trade, Transpacific, the area under jurisdiction of my con- 
ference, there is a substantial movement of bulk cargoes, grain, iron 
ore, lumber, certain items such as that, which often move in full-ship 
quantities, via tramps. 

Since the war, our members who serve the area to which this cargo 
goes have, on most occasions, desired a basic amount of one of these 
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bulk cargoes, a quantity from, say, 1,000 up to 3,000 or 4,000 tons of 
grain or ore, for speciiic vessels. In such instanc es, these carriers 
would go to a cargo or ship broker who, through their knowledge of 
the work of this broker, they know has or might have available for 
them such cargo. If he does not have available for them cargo, he 
can probably, through his connections, secure cargo 

They go to this broker with the request for either immediate cargo 
or developed cargo for a particular sailing. 

Our carriers expect to pay brokerage, or more truly, commission, 
for such cargo. 

That is rather a general practice in our trade among many of the 
carriers who serve this area to which this cargo goes, which might 
be primarily Japan. I think I would limit it that way. That is, 
in our members’ estimation, a brokerage service for which compen- 
sation should and might be paid by the carrier. [Reading:] 

4. Position of witness regarding— 

(a) Legal status of forwarder and broker. 

It is the strong feeling of our membership that there is a need for 
clarification as to the legal status of forwarder and broker, and more 
particularly as to a detinition of their services, and for whom such 
services are performed and who should pay for the services. 

Mr. WarreEN. The fact of these services benefiting does not mean 
that they are compensable? 

Mr. Gatioway. Not in the judgment of our carriers. It is an inci- 
dental benefit and it may accrue to others beyond the carriers. Cer- 
tainly the carriers do not feel that it is a benefit for which they are 
required to pay. [Reading:] 

(b) Importance of forwarders to small and large shippers, carriers, and develop- 
ing the foreign commerce of the United States. 

In my personal experience with a carrier, I am well aware of the 
importance of forwarders, primarily to small shippers, and in like ea 
gree to large shippers, where the large shipper is not represented, ¢ 
located at the port of shipment, and where the preparation and filing 
of certain documents must be done at the port of shipment, that the 
forwarders do perform substantial service for shippers, both large and 
small. 

As I stated before, I have no knowledge of any service that for- 
warders perform for carriers that, if the forwarder did not perform such 
services, the carrier would look to the shippers to perform these 
services, the carriers considering that they are not services expected 
of the carrier. 

As to developing the foreign commerce of the United States, I have 
no knowledge of any commerce developed by forwarders. 

Mr. WarrEN. In your opinion, do forwarders develop or ma- 
terially develop foreign commerce? 

Mr. Gattoway. In my opinion, they do not. I don’t know of the 
basis upon which they would, sir, no. 

Mr. WarREN. In your opinion, where a large shipper maintains a 
traffic department, which handles normal forwarding functions, is the 
forwarder essential to that shipper? 

Mr. Gatioway. I would say that the forwarder is essential to the 
shipper. 
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Mr. WarreEN. In the case I cited to you, where the traffic depart- 
ment handles these functions? 

Mr. Gattoway. I am sorry. I did not follow your question 
closely. 

In that instance, it would be a duplication, and I would say that the 
forwarder should not normally be required by that shipper, who has a 
traffic department. 

Mr. WarkEN. However, in the case of the small shipper, who 
might be located inland, and who does not have a traffic department, 
you indicate that the forwarder is definitely essential in this case? 

Mr. Gatioway. I feel that they are. Our members feel that way. 

Mr. WarREN. In one case, you recognize essentiality, and in the 
other you do not. Should essentiality make any difference as to 
whether brokerage should be paid by the carrier? 

Mr. Gattoway. No; it does not make any difference. 

Mr. WarREN. Please proceed. 

Mr. GaLLoway (reading:) 


(c) Sources of forwarder income and significance of each source. 


Mr. Tuompson. If you do not feel qualified to address yourself to 
that, you may pass it over. 


Mr. Gauioway. I do not feel qualified. [Reading:] 
(d) Definition of brokerage. 


That is a difficult question. However, I believe that our members 
would fully subscribe to a statement that brokerage may be paid 
when cargo is, in fact, secured for the carrier. I mean by that, not 
booked—although the forwarder may have the authority to book, 


they have not secured that cargo for the carrier. The carrier could 
have secured that cargo direct from the shipper himself. 

Mr. Casry. That would depend upon the particular circumstances 
of each individual case; would it not? 

Mr. Gatioway. It would, sir, and I recognize the difficulty in that 
brief definition of determining sometimes in each individual case 
whether, in fact, the carrier might not have got the cargo without the 
services of the forwarder. 

Mr. Casry. One of the previous witnesses, in response to a question 
by Judge Chase, referred to the factor of having been hired by the 
carrier for the purpose of securing cargo. It occurred to me that 
possibly that might not always be the case. In other words, it might 
be too limiting a factor to require brokers to be paid only when there 
is an actual contract of employment in advance of the cargo appearing 
on the scene. 

Mr. Gatioway. If I follow you correctly, I don’t think our mem- 
bers would feel that an actual contract of employment was necessary, 
in that our members go to these known cargo brokers on bulk car- 
goes, and merely state a vessel’s position and say: “I need 3,000 tons 
for this vessel, this position. Can you help me?’’, and, if the cargo 
is available, then a contract is made between the actual owner of the 
cargo and the carrier, and that type cargo moves under what we call 
charter-party terms and conditions; and an actual charter-party con- 
tract which a broker is instrumental in causing to be prepared is made 
out between the actual owners of the cargo and the carrier. 

Mr. Casey. A broker is independent. He brings the two parties 
together. 
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Mr. Gatioway. Yes, sir; that is exactly true. 

Mr. Casey. I did not mean an express contract. I meant a for- 
warder who brings the cargo to the ship not pursuant to his inherent 
obligation. 

Mr. Gatioway. I subscribe to your statement. That is correct. 

Mr. WarrEN. What would you think of a law or regulation that 
would preclude payment of brokerage to forw arders, but which would 
allow such payment to bona fide brokers 

Mr. Gatioway. I think that that makes sense. I think that that 
is the type of legislation to which all carriers, all our carriers would 
subscribe, that these known cargo brokers, as Mr. Casey said, whether 
they are under a contract of employment or actually engaged by both 
the carrier and the shipper, bring the two parties together to make 
possible their transaction. 

Mr. Warren. The reason your lines feel a competitive need to pay 
brokerage is because the lorwarde ris an agent of the shipper, and, as 
such, controls, over a long period, the shipper’s cargo? 

Mr. Gattoway. Whether they are an agent of the shipper, I 
wouldn’t know, sir, but the class of cargo that the ‘y control and how 
they control it I am not certain, lends ‘itself to full-ship tramp ship, 
and the broker, a most instances, where the quantity is sufficient 
and generally is—can engage one or more tramp vessels for full 
load, or div Me. some part among the liner trade for what we call 
pac ae and he, in fact, has the cargo. 

Mr. TuHompson. Proceed, sir. 

Mr. GatLoway (reading): 

(e) Responsibility of carrier to insure that brokerage is payable where properly 
earned and only to those legally entitled to receive it. 

I believe that is the responsibility of the carrier. However, on a 
practical basis, it is taken out of their hands, through the working of 
competitive economic pressures. They can’t afford not to pay it. 
Therefore, they pay it in instances I am certain, where in their judg- 
ment they do not feel it has been earned. [Reading:] 

f) Performance of forwarding functions by carriers, and practice in regard 
thereto. 

As Mr. Hornung replied to the committee’s request, our members 
in rare instances, do perform what is in some part a forwarding service, 
and it is usually limited to maybe the filing of an export declaration 
which has been prepared by the shipper or his agent at some point 
other than the port of export. They, by messenger service, take that 
filled-out declaration to the customs house for filing. That is done 
in rare instances. 

It is my belief that the carrier should not perform forwarder serv- 
ices; that, if forwarder services are required, the shipper should engage 
a forwarder for those services, and expect to pay the forwarder. 

If it is not possible, for some reason, for the shipper to engage a 
forwarder, if they are not available, and if the carrier does do this, 
! think—and I am sure our members would believe that there should 
be a nominal charge made to the shipper. [Reading:] 


(g) Basis for paying brokerage. 
[ am not certain in my mind whether I have not answered that. 


Mr. Tuompson. In this case, I think that you should dwell on the 
actual basis for the issuance of a check to the forwarder-broker. Is 
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any survey made to determine the extent of services rendered, or is 
payment simply made upon nomination by the shipper? 

Mr. Gautitoway. The tariff rule in effect in the Pacific Westbound 
Conference requires—and the main requirement—before a carrier 
may pay brokerage to a freight forwarder, there must be the signing 
of an affidavit by both the forwarder and the shipper which, in effect, 
says that the undersigned forwarder has been designated by the shipper 
and has the authority to book the cargo, and that no part thereof of 
any brokerage paid will be returned, or be in the form of a rebate. 

In instances where such an affidavit as required by the rule is fur- 
nished to the carrier, endorsed and attached to the bill for brokerage 
on a particular shipment, it is my knowledge that the carriers make no 
further check as to what services actually that forwarder performed. 

The wording of that is ‘Have the authority to book.”’ It does not 
require that the forwarder actually book the shipment. 

The only limitation currently in our rule against the payment of 
brokerage is where the carrier files the export declaration, which we 
have stated is a forwarding service. 

Because of pressure from forwarders who felt they were beinz 
deprived of that business, by forwarders who prevailed upon the 
carriers to do this service for them—maybe the forwarders were 
located out of town—the conference added this prohibition against 
paying, when the export declaration is filed by the carrier. That is 
the only exclusion. 

Mr. THompson. Under normal rules of procedure, would you say 
your member lines require inspection of materials or services rendered 
to them? 

Mr. Gatioway. I would certainly state that would, of course, 
be the normal course of events. However, it does not work that 
way. 

Mr. THompson. In the case of brokerage, it does not work that 
way, but as to other expenditures, it does. 

Mr. Gatitoway. Most certainly, to my knowledge, it does. [Read- 
ing:] 

(h) Extent of solicitation activities between forwarders, carriers and shippers. 


To my knowledge the carrier members of my conference have offices 
or duly appointed agents of the carrier at the principal ports, and 
many interior points, where the carriers or their agents have solicita- 
tion staffs; and the carriers, in their individual business judgment, | 
am sure feel that they have adequate solicitation staffs to cover the 
territory. 

Many of their men travel in the interior, and J am sure that they feel 
that they do cover and can cover all their principal shippers. [Read- 
ing:] 

(t) Factors affecting forwarders’ selection of particular carrier to handle a 
particular shipment. 

In my judgment, the forwarders’ selection of a carrier would be 
based upon the same premises as a shipper’s selection of a carrier. 
He has a requirement for a delivery date or a particular port to be 
served; that is, the destination of the goods; and the shipper, if he did 
it himself, would seek out that carrier who had the best situated sail- 
ing, calling at the destination port of his cargo, and it would be my 
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understanding that the forwarder performs in the same way, selects 
the logical carrier for the particular shipment that he has. 

Mr. WarReEN. Is there any economic incentive on the part of the 
forwarder to select one carrier against the other? 

Mr. GaLtoway. Where all carriers are paying brokerage, no; and, 
in our trade, we had either the entire prohibition, and, since the lifting 
of the prohibition through competitive forces, all carriers pay. 

To my knowledge, there should be no incentive between carriers 
in my conference. 

Mr. WarreEN. What rate is the nonconference competition in your 
trade paying? 

Mr. Gat.toway. There is not at the present time, nor has there 
been for a period of years, a regular nonconference service that lends 
itself to the carriage of berth-line cargoes. There is a considerable non- 
conference competition for bulk cargoes, and I refer to those as tramps. 

In some instances, these tramps might carry and be in position to 
carry a small amount of what we would call berth-line cargo, or other 
than the bulk cargo that they particularly cater to. 

Mr. Tuompson. Do you know of any case where one of .your mem- 
ber lines has been told that the nonpayment of brokerage would cause 
loss of cargo? 

Mr. Gattoway. It would be embarrassing to me to endeavor to 
answer that question. I can say that I have heard, have been told 
that that has happened; yes. 

Mr. THompson. According to your own knowledge, you know of no 
such case? 

Mr. GaLtLoway. To my own knowledge, I do not; no, sir. [Read- 
ing:] 

5. Existence of abuses and questionable practices involving the use of forward- 
ers and brokers, including suggestions for correcting such abuses and practices, 


e. g.— 
(a) Rebating brokerage; splitting brokerage with shipper; or reducing or 
waiving forwarding fee. 
I have no knowledge as to that matter and I wouldn’t be able to 
testify. 


(b) Payment of brokerage to dummy forwarders. 


[ have no direct knowledge of such payments. 


(c) Payment of brokerage when not properly earned. 


I think I have testified or commented on that earlier, that it is a fact 
in our trade that, through the working of the competitive forces, that 
brokerage probably is paid in instances where it is not earned. 

6. Sufficiency of existing laws and regulations purporting to regulate forwarders 
and brokers, including the need for additional legislation or measures which might 
properly regulate this industry. 

I certainly think there is a grave and serious need for additional 
laws or regulations to clarify the position of the forwarder, the broker, 
and the shipper and the carrier, with both the service organizations. 

[ am certain that our members would heartily subscribe to addi- 
tional legislation which would bring more order out of that situation. 

Mr. THompson. Have you heard of the proposed conference ar- 
rangement among some forwarders of the west coast? 


70668—_56——60 
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Mr. Gattoway. Are you referring to a proposed forrwarders’ 
agreement? 

Mr. THompson. I am referring to a recent development where 
some forwarders on the west coast have proposed that they enter 
into a conference under existing law. 

Mr. Gatuoway. I have heard of that, sir. I was informed in a 
visit to my office several weeks ago by the man who I believe holds 
the position of president of either the San Francisco or Pacific Coast 
Forwarders’ group, that such an agreement was in approximate final 
form. 

While I was away from the city last week, I understand there was 
delivered to my office a copy of this agreement, and it is there now. 
I have not seen it or read it, and I don’t know its contents, but I did 
know of the fact that it was coming and I was informed by mv secre- 
tary that it was there. I did not have an opportunity to read it. 

Mr. Tompson. In your opinion, would such a conference be able 
to adopt regulations that would sufficiently regulate the forwarding 
industry to your satisfaction as a representative of ocean liners? 

Mr. Gatioway. To answer the last part of your question, to suffi- 
ciently cover all the points, the answer would be ‘‘No.” I am sure 
our carriers would agree that that forwarder conderence is desirable 
from both their standpoint and the carriers’ standpoint regularizing 
or enabling them to regularize many practices, but it would not be 
the answer to the problems which are most ae 

Mr. THompson. When a service is done for a carrier, such as a 
brokerage service, do you feel that it should be tae the province 
of the carrier to determine whether it needs this service, whether the 
service was rendered, and whether payment should be made? 

Mr. Gatioway. It should be within his province, and, if it worked 
just that way, I don’t think our carriers would object-—I think they 
would be quite happy. 

Mr. THompson. Would not the same economic compulsion cause 
you to overlook certain things and still pay brokerage, if one line paid? 

Mr. Gattoway. That is what [ had in mind. It doesn’t work the 
way that you first proposed, for the second reason that the minute 
one line sets a pattern, that competitive pattern, of necessity, is met 
promptly by all the carriers. 

Mr. Tuompson. Then, do you think that Government should be 
called in to determine when services are performed and when payment 
should be made therefor? 

Mr. Gattoway. I am not certain, in the first place, that I under- 
stood to whom you referred. Are you thinking of some division of 
the Maritime Administration or something? 

Mr. Tompson. Well, an appropriate agency. I am merely trying 
to get your attitude. You would like to determine whether or not 
certain bills are payable because your lines want to make a profit and 
do not want to pay for things that are not received. Nevertheless, 
you say that economic compulsion would cause you to overlook the 
basis for such payments, and to make payments because of competi- 
tive reasons. Therefore, if you cannot, without harm, make these 
determinations, should not the Government make that determination 
by stating the minimum services to be rendered prior to payment? 

Mr. Gattoway. That might be possible. That might be one 
answer, 
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My personal opinion is that it would be more desirable to have, 
say, Congress adopt such additional legislation as, in their judgment, 
would meet the situation, based on testimony you have been taking 
at various places here, which would sharply define the things that are 
now in twilight areas, to the point that it might be that the carriers’ 
ability to determine if a service had been rendered under the language 
of such legislation would be possible without that breaking down 
through the w orking of competitive forces 

Mr. Tuompson. Following that, would you then place responsi- 
bility on the person performing the services, by way of certification, 
that certain things have been done, as stipulated by whatever law 
might be in effect at the time? 

Mr. Gatuoway. I think that would be highly desirable, yes, sir. 

Mr. THompson. Proceed. 

Mr. Warren. Mr. Galloway, you have had considerable experience 
in the steamship industry. In your opinion, what would be the effect 
of a law which provided that only bona fide brokers, who are not 
agents of shippers, could receive brokerage? 

Mr. Gatutoway. In our trade on the Pacifie coast, the trade of the 
Pacific Westbound Conference, I think that that type of broker is the 
type of broker that our carriers deal with, as well as presently with 
freight forwarders; and that if that type of broker were still available 
to them under conditions of this legislation, that would meet the 
requirements of our carriers in getting these bulk cargoes that might 
otherwise go to tramp vessels. 

Mr. WarrEN. Then, such a broker, as I have referred to, would 
continue to exist in the liner services? 

Mr. Gatioway. I would say that, under the conditions you have 
outlined, that he would, yes, sir. 

Mr. Warren. He would still have a function? 

Mr. Gatitoway. Yes. 

Mr. Tuompson. Would that do away, to some extent, with the 
compulsion to pay brokerage, where it would not be paid normally 
on the basis of services performed? 

Mr. Gatitoway. I believe it would, sir. In other words, I am assum- 
ing that part of this legislation would clearly then define the services 
performed by freight forwarders, and for whom the services are per- 
formed; and I would think that such legislation couldn’t other than 
state that they are the shippers’ agents, and that the services they 
perform are for the shippers. That would separate the two categories 
of services then—those performed by forwarders for shippers as 
shippers’ agents, and the operation of a true cargo or ship broker. 

Mr. Tuompson. Do you feel that there is a difference in the type 
of service to warrant the nonpayment of brokerage in the domestic 
offshore trade as contrasted with the payment of brokerage in the 
foreign trade? 

Mr. GatLtoway. With regard to these bulk cargoes, I would say it 
is less. The berth lines to receive that cargo must go to the people 
who fix the tramps, and, to do that, they will only get the cargo if 
they pay a commission comparable to what the broker would get if 
he fixed it on a tramp. 

Mr. Tuompson. Other than those shipments, in the liner services, 
is there sufficient difference in the two operations to warrant the 
paymeat of brokerage in one case and the nonpayment in the other? 
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Mr. Gatutoway. In my opinion, there is not. 

Mr. THompson. Any different services, such as the handling of 
export declarations, would be a difference in the expense to the 
shipper rather than the carrier; is that correct? 

Mr. Gattoway. That is true, along with export licenses, or any- 
thing that might be required in foreign trade and not in domestic. 

Mr. Tuomprson. Mr. Davidson, do you have any questions? 

Mr. Davipson. I have no questions, Mr. Chairman. 

Mr. THompson. Judge Chase? 

Mr. Cuase, In connection with the payment of brokerage, as | 
understand it, the one prerequisite is that the shipper file an affidavit 
that the forwarder has authority to book the cargo? 

Mr. Gattoway. That is correct, sir. 

Mr. Cuase. When that affidavit is filed, the carrier automatically 
pays, does he not? 

Mr. Gatitoway. That is the way it works. 

Mr. Cuase. In other words, he is disinclined to refuse to pay be- 
cause, in a sense, he is behind the eight ball for competitive reasons, 
economic necessity, and so on? 

Mr. Gatitoway. That states it. 

Mr. Cuass. So, he pays the brokerage. 

Mr. Gatioway. That states it graphically. 

Mr. Cuasx. Do you think, as a practic al proposition, that if some 
means could be devised to take the carrier from behind the eight ball, 
in other words, to shift more responsibility upon the shipper, that 
your situation might be somewhat relieved? 

Mr. Gattoway. That would relieve it somewhat, yes. 

Mr, Cuase. In other words, regardless of what the broker did, th 
forwarder gets brokerage once the : shipper signs the affidavit? 

Mr. Gatioway. That is correct. 

Mr. Coase. And, of course, it is not directly costing the shipper 
anything to sign that affidavit; is it? 

Mr. Gattoway. Not directly; no, sir. 

Mr. Cu ASE. It might be indirectly reflected in the rates in subse- 
quent years? 

Mr. Gatioway. Yes, sir. 

Mr. Cuase. Since it does not cost the shipper to sign the affidavit, 
isn’t he inclined to sign it if it will bring to the forw arde r’s pockets a 
brokerage fee, particularly if he knows the forwarder quite well? 

Mr. Gatioway. I believe that that is a statement of fact. 

Mr. Coase. And, do you think that the shipper would be more 
disinclined to sign the affidavit if it might be to his advantage not to 
sign it? 

Mr. Gatioway. I believe he would be disinclined to sign it, under 
those conditions. 

Mr. Cuase. Then, of course, if he did not sign it, and the carrier 
was forbidden to pay brokerage in the absence of that affidavit, the 
carrier would be removed from behind the eight ball in that case? 

Mr. Gatioway. Yes. If I followed you correctly, I would sa) 
that he would. 

Mr. Cuase. In other words, the affidavit is necessary, and, in the 
absence of the affidavit, the carrier would have no right to_pay broker- 
age? 

Mr. Gattoway. Under the present regulations. 
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Mr. Cuass. Without right to pay it, of course, he could not be 
subjected to criticism by the forwarder? 

Mr. Gatitoway. Well now, I possibly didn’t follow you, Judge 
Chase. If you stated that it was the intention to ask me this question: 
That if the presently required affidavit stating that the shipper has 
given the forwarder the authority to book were not required, that 
then, because such affidavit had not been filed with the carrier the 
carrier would be under no obligation to pay; if that is what you 
stated 

Mr. Cuase. The affidavit is required in order to justify the carrier 
in paying that brokerage. 

Mr. Cattoway. That is right. 

Mr. Cuass. If the shipper is not inclined to sign the affidavit 
because it is to his advantage not to sign it, then, the carrier would not 
have any right to pay. 

Mr. Gatitoway. That is correct. 

Mr. Cuase. Then the carrier would not be subjected to any criti- 
cism by the forwarder? 

Mr. GauLtoway. Under those circumstances; no, sir. 

Mr. Cuase. In the absence of that affidavit. 

Mr. Gatitoway. They would not. 

Mr. Cnase. But, in order to dissuade the shipper, in cases that 
have merit, some inducement should be handed to that shipper. 
Do you agree? 

Mr. Gattoway. It would seem to follow, but I wouldn’t necessarily 
say it must follow. 

Mr. Coase. From my knowledge of human nature, if it does not 
cost anything to sign a paper that will help a friend, I would be more 
apt to sign it assuming it is not to my disadvantage. 

Mr. Gattoway. To my knowledge, that is true. 

Mr. THompson. As a matter of fact, is that not one of the bases 
used by the lines in complaining about the payment of brokerage? 

Mr. Gattoway. Used by the lines? 

Mr. THompson. The attitude among the shippers is such that they 
denominate one broker, regardless of whether he has a physical con- 
nection with the cargo. 

Mr. Gatitoway. That is a fact. 

Mr. THompson. Do you have any questions, Mr. Davison? 

Mr. Davison. I have no questions. 

Mr. THompson. Mr. Casey? 

Mr. Casey. I do not think you have answered this question. 
Possibly you have. Docket 657 revolved around the proposition of 
whether conferences could stipulate in their agreement a prohibition 
against the payment of brokerage. Is that a fact? 

Mr. Gattoway. That is correct. 

Mr. Casey. If that docket were reversed, and conferences are per- 
mitted to include such a prohibition, it would go a long way to elim- 
inate brokerage, whether earned or unearned? 

Mr. Gattoway. It certainly would. 

Mr. Casey. But, at the same time, it would leave nonconference 
lines in the position of stealing business from the conference lines. 

Mr. Gattoway. Where there was nonconference competition, it 
would work that way, yes. It could have that effect. 

Mr. Warren. Did it work that way in the past? 
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Mr. Gatitoway. Well, most directly, in connection with these bulk 
cargoes, it did. In the matter of berth line package cargo, the main 
consideration and the main value to the shipper of the nonconference 
service apparently was the substantial difference in freight rates, 
which greatly exceeded 1% percent. 

Say the tramp paid 2% or even 5 percent. The difference in freight 

rate in most instances, which the tramp or nonconference operator 
quoted, to attract that cargo, was greater than those amounts and, 
in my judgment, that was the primary reason, other than the amount 
of brokerage. 

Mr. Casry. Of course, we do have nonconference lines other than 
tramps. We have nonconference liner services, do we not? 

Mr. Gaututoway. There are liner services that are not members 
of conferences. Fortunately, through their routes, they are not 
directly competitive with us westbound, across the Pacific. 

Mr. Casey. In other words, we would be more inclined to find a 
prohibition against the payment of brokerage in those conferences 
where there are no nonconference liners in competition? 

Mr. Gatitoway. That is right—and that is a changing situation, 
in which you can never foretell the future, and the need for meeting 
that. However, I do not believe that the Pacific Westbound Con- 
ference lines from 1923 to 1951, when they did not pay brokerage on 
local cargo, found that that was the principal reason that they did 
not have nonconference competition, or that that competition seri- 
ously affected them. 

Mr. Casrny. Have the nonconference lines generally paid brokerage? 

Mr. Gauuoway. I would say that they have. I don’t have direct 
knowledge of that, however. 

Mr. Casey. In other words, if there is a way of making this pro- 
hibition against the payment of brokerage a matter of law, rather 
than a matter of conference agreement, it would go further, and at 
least give broader coverage? 

Mr. Gatitoway. Yes, it would. 

Mr. Casry. It would eliminate the situation, at least, that I have 
been directing these questions at? 

Mr. GatLtoway. You mean in that it would control the non- 
conference carrier as well as the conference carrier? Yes, sir. 

Mr. Casry. That is all. 

Mr. THompson. Mr. Davidson. 

Mr. Davinson. Mr. Galloway, if you do not mind repeating, what 

the name of your conference? 

Mr. Gatioway. Pacific Westbound Conference. 

Mr. Davinson. Now, on Monday last, did the Pacific Westbound, 
the Straits, and the Indonesian Conferences hold a joint meeting? 

Mr. Gatioway. On Monday, March 12, they did, sir; yes. 

Mr. Davipson. What was the purpose of the joint meeting of the 
three conferences? 

Mr. Gattoway. The purpose of that meeting, I believe, was 
severalfold. In the first place, the membership of the conferences, 
as we have testified, are the same. That is, the Pacific Westbound, 
through its regular and associate membership, are the same, and the 
associate membership may attend meetings, and, while they do not 
have a vote, they include the members of the States and Indonesian 
Conferences. 
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Mr. Davipson. You mean that the same individuals sometimes 
belong to the various conferences? 

Mr. Gatioway. Yes, sir. It was an expedient matter of getting the 
representatives together, to, respectively, in each of their conferences, 
come to a conclusion. They would separately meet in the same room, 
and this time they jointly met. 

Mr. Davipson. We were interested, as you know by our telegram, 
in getting the respective positions of the individual lines. 

Mr. Gattoway. The message stated that; yes, sir. 

Mr. Davipson. You thought that you could get that be titer by 
having a combined and joint meeting of the three ‘conferences? 

Mr. Gatioway. In that all the members, whether members of 1 or 
the 3 conferences, could have the benefit of the 3 conferences, and 
come to a conclusion with more information. Yes. 

Mr. Davipson. That is all. 

Mr. Warren. Mr. Chairman, I have no further questions. 

Mr. Tuompson. If there are no further questions, sir, you will be 
excused. 

We want to thank you for the testimony that you have given. I am 
sure that it will be most helpful to this subcommittee. 

The Chair wishes to announce that we do not contemplate further 
hearings of this subcommittee prior to the writing of a report. How- 
ever, if in further study of the testimony that has been given today, 
and at prior meetings, it is developed that more information will be 
needed, then subsequent hearings will be held. 

If individuals or groups would like to submit additional information, 
the record will be open for a period of 5 days beginning tomorrow, for 
the purpose of receiving such information or further statements by 
any interested party. 

Counsel will be available this afternoon, and any weekday in his 
office. You may contact Mr. Warren for the purpose of turning over 
additional statements. 


STATEMENT OF JOHN TILNEY CARPENTER, VICE PRESIDENT, 
STATES MARINE CORP, 


Mr. Carpenter. Mr. Chairman, I am vice president of States 
Marine Corporation of Delaware, which is a member of the Pacific 
Westbound Conference and various others. 

I have come here in response to the telegram that you sent, which 
has been put in the record. 

I would be very glad, indeed, to place upon the record the individual 
views of States Marine lines, in connection with this subject. 

Mr. Tuompson. When did you indicate to this committee that you 
were interested in appearing as a witness? 

Mr. Carpenter. I indicated that to counsel this morning, sir. 

Mr. Tuompson. I would be very kindly disposed to hearing your 
testimony. However, the members here today are burdened with 
other meetings. Would it suit your purpose to submit your views for 
the record? 

Mr. Carpenter. Whatever you like is satisfactory. I wanted to 
enter my suggestions. 

Mr. THompson, I appreciate your attendance. 

Mr, Warren. This is your statement, Mr. Carpenter? 
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Mr. Carpenter. Yes. 

Mr. Warren. Do you desire that it be placed in the record? 
Mr. Carpenter. Yes. 

Mr. THompson. It will be placed in the record. 


States MARINE CORPORATION OF DELAWARE, 
San Francisco, March 9, 1956. 

Your letter 7th re foreign freight forwarders investigation, official position of 
States Marine is as follows: 

1. Our policy is to pay so-called brokerage 1% percent to qualified forwarders 
across the board on all commercial shipments. We consider brokers-forwarders 
render valuable services to carrier and carrier should pay in reliance on shippers 
designation. Carrier cannot determine value of services in each and every 
transaction. 

2. Carrier should pay similar on Government shipments, other than military. 
3. No brokerage on military shipments. 

4. No brokerage to shipper when shipper does his own forwarding. Not only 
would such payment be an illegal rebate but it would be in effect a subsidy to 
shippers for not employing forwarders. Contrary our policy. 

CARPENTER. 


STATEMENT OF GERALD ULLMAN, NEW YORK FREIGHT FOR- 
WARDERS AND BROKERS ASSOCIATION, NFW YORK CITY 


Mr. Utuman. Mr. Chairman, my name is Gerald Ullman. I repre- 
sent the New York Freight Forwarders and Brokers Association. 

Mr. THompson. We all know you, Mr. Ullman. 

Mr. ULitMAN. Our association has taken advantage, Mr. Chairman, 
of your kind invitation to submit any further statements that we may 
want to make. 

I have prepared here on its behalf, and it has been approved by the 


association, a supplemental statement which I would request be 
incor porated into the record of this proceeding. It deals exclusively 
with the question of the advisability of the Federal Maritime Board 
rules which were proposed to this subcommittee at the February 
29 hearing. 

Mr. THompson. The Chair has invited such statement. It will be 
made a part of the record, if you desire. 

Mr. Utuman. We would respectfully request that, and we ask the 
subcommittee to give the statement very careful consideration. 

Mr. Tuomprson. Thank you, Mr. Ullman. 

(The statement referred to is as follows:) 


SUPPLEMENTAL COMMENTS OF THE NEW YorK FOREIGN FREIGHT FORWARDERS 
AssociaTION, Inc. 


The 100 members of the New York Foreign Freight Forwarders & Brokers 
Association, Inc., moving more than one-half of the export tonnage flowing through 
the port of New York, welcome the opportunity afforded to us by Chairman T. A. 
Thompson to offer comments to the subcommittee as a result of the hearings re- 
cently held in Washington. These comments will be kept as brief as possible, but 
we believe that the contents thereof treat matters vital to the preservation of the 
forwarding industry and we request sincerely that they be given the most careful 
consideration. 


1. The urgent need of the forwarding industry for the subcommitiee’s help 


At the Washington hearings held on February 29 and March 1, 1956, the rep- 
resentatives of the Federal Maritime Board indicated to the subcommittee certain 
proposed changes in General Order 72, including a definition of brokerage, which 
the Board would have published immediately after the hearings were it not for 
the intervention of the subcommittee. The members of our association, many of 
whem have been in business for more than 50 years, are of the considered. view 
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that the proposed definition is unworkable and thoroughly impractical and if it 
is adopted, even with revisions, the effect upon an industry which everyone 
acknowledges is vital to our foreign commerce will be extremely serious. 

Inasmuch as the Federal Maritime Board has already taken a position on the 
matter, the likelihood is that the proposed definition of brokerage will eventually 
be adopted, unless this subcommittee comes to our aid. The members of the sub- 
committee have devoted a great deal of time to this subject and have approached 
this problem from an unbiased and businesslike point of view. 

It is our hope that as a result of its own investigation the subcommittee will 
realize that the Federal Maritime Board’s definition is completely impossible to 
enforce and will create chaos. If the report of the subcommittee indicates this 
fact strongly, there is hope that our industry will be preserved; otherwise, great 
trouble lies ahead. 

As of this writing, our association has not been furnished the complete proposals 
of the Board, although we have requested a copy. Our comments will therefore 
be limited to the definition of brokerage as contained in the testimony before the 
subeommittee, which is as follows: 

“Brokerage is compensation for securing cargo for the ship. Cargo is secured 
for the ship by the forwarder and brokerage earned by him when, and only when, 
upon request of the shipper, consignee, or cargo owner, it is booked by or through 
the forwarder with a carrier of the forwarder’s nomination, is delivered to the 
carrier on arrangement made by the forwarder, is accepted by the carrier pursuant 
to such booking and the carrier has agreed to pay brokerage, provided such pay- 
ment is not otherwise unlawful under the Shipping Act of 1916, or in violation of 
these rules.”’ 


2. The Maritime Board’s definition of brokerage 
As indicated above, the Board defines brokerage as ‘“‘compensation for securing 
cargo for the ship’”’ and in the statement before the subcommittee, Docket Nos. 


645, 657, 718, and 719 were cited apparently as authority for such a definition. 

While these dockets treat this concept of brokerage, it should be clearly under- 
stood that in none of the dockets cited was the definition of brokerage an issue 
on which the Board or its predecessor made a specific ruling. The remarks con- 
cerning the definition were, therefore, pure dicta and not authority for this 


Board’s proposals. 

Completely ignored by the Board in its presentation to this subcommittee are 
the specifie statements by this Board’s predecessors and the courts, including the 
United States Supreme Court, that when forwarders collect brokerage they are 
doing so for “‘services’’ rendered to the carriers—not just the single service of 
securing cargo. 

IXmphasis seems to be placed by the Board on the fact that its proposed defini- 
tion represents the “historic concept’’ of brokerage. We are at a complete loss 
to understand why a concept of brokerage valid 100 years ago but no longer 
applicable should loom so important. 

What the Board refuses to recognize is that we are no longer living in the era 
of the clipper ships and that the early reasons for the payment of brokerage have 
considerably changed. Forwarders, steamship line representatives, and govern- 
mental shipping agencies have persuasively indicated to this subcommittee that 
the term “‘brokerage”’ today goes far bevond the idea of compensation for securing 
cargo for a ship and that the forwarder presently performs other and varied 
services meriting remuneration, As Mr. James Dennean, chairman of the Far 
Kast Conference, put it at the New York hearing (Tr. p. 1213): 

“We are trying to show here that this brokerage is not being paid just for this 
question of booking cargo or not, booking cargo; that there is an overall considera- 
tion to be shown here. 

“In handling shipments for the shipper they perform certain functions for us 
that benefit us. The benefit flows to us. When a broker handles a shipment 
for us from Indiana or Ohio for a shipper and he brings that shipment into us 
alongside our vessel, if he didn’t do it we would have to doit. We would have to 
expedite the shipment.” 

Those who pay out the brokerage assuredly understand the basis for such 
payment and we cannot comprehend why their views are ignored. We cannot 
understand either why the Board by administrative fiat proposes to deny to 
carriers the right to recognize, as they are willing to do, that forwarders may be 
compensated for services to them other than securing cargo. 

Why is it being proposed that the forwarding industry be confined by a horse- 
and-buggy definition in this jet age? We certainly do not know the answer and 
we hope that the subcommittee will use its great power to prevent such a result. 
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The Board has proposed seven tests, as set forth in the transcript (pp. 2053- 
2054), as to when brokerage has been earned. We asked the subcommittee to 
examine these so-called tests with us briefly in order to demonstrate beyond doubt 
how impossible it will be for the steamship lines and the forwarders to live under 
these rules. 

(a) Cargo must be booked “upon request of the shipper, consignee or cargo 
owner.” 

At who else’s request would the cargo be booked other than the shipper’s, 
consignee’s, or cargo owner’s? 

We cannot foresee any responsible forwarder, or even an irresponsible one for 
that matter, making bookings willy-nilly without somebody associated with the 
cargo requesting him to do so. This first test is meaningless and serves no per- 
ceivable useful purpose. 

(b) Cargo must be booked ‘“‘by or through the forwarder.” 

This test is the most dangerous and must necessarily result in hopeless confusion 
and great detriment to the forwarder-carrier relationship. Carriers receive thou- 
sands of shipments a month handled by forwarders. How can an individual 
carrier ever hope to determine in each shipment whether the cargo has been booked 
“by or through the forwarder’’? 

It is physically and administratively impossible. Each line and each conference 
could conceivably have different rules. Even the representative of the Board’s 
Legal Division, Mr. Beach, has told this subcommittee (Tr. p. 2069) that ‘it would 
be difficult, I think, to, as I say, sir, get a rule that everyone would understand and 
interpret the same way.’’ And Congressman Davidson readily appreciated the 
situation when he said (Tr. p. 2069): 

“Mr. Davipson. Do you not think that the seven rules of definition are confu- 
sion twice compounded? Do you not feel that you are going to run into more 
hazy areas as to whether or not brokerage is earned? 

““Mr. Beacn. Certainly that possibility exists, sir.’’ 

Any attempt to ascertain whether the cargo has actually been booked by or 
through the forwarder by means of a certificate was also recognized by the sub- 
committee as meaningless (Tr. p. 2127). Such certificates would obviously be- 
come pro forma after a short while and this so-called evidence of booking as a 
matter of practical application would be looked upon as a necessary evil having no 
real significance. 

Obviously, no regulatory agency should impose upon the steamship or forward- 
ing industries a set of rules which are unmanageable and completely devoid of 
enforcibility. 

(c) The cargo must be “delivered to the carrier on arrangement made by the 
forwarder.” 

If the forwarder is responsible for the furnishing to the carrier of revenue by 
reason of his control of the booking, why impose the additional test that the ar- 
rangements for the actual delivery to shipside must be made by the forwarder? 

It is absolutely unnecessary. 

What conceivable difference does it make to the carrier who has already 
obtained the business through the forwarder whether the arrangements for the 
physical delivery are made by the shipper or by the forwarder? 

None whatsoever. 

Under this proposed test a forwarder who actually routes a shipment to a 
particular carrier by reason of his booking the cargo would be deprived of broker- 
age merely because the shipper has his own trucks and arranges for actual delivery 
to shipside. This will obviously provide another weapon to antiforwarder 
conferences to deny brokerage. 

The test would also be impossible to administer. If the draftsman of this 
proposal was ever at shipside when trucks were coming and going, he would 
immediately see that it is impossible for the carrier’s clerk to determine in the 
hub-bub at the piers whether the delivery arrangements have been made by the 
shipper or forwarder. And where no advance booking is required, which is the 
situation for freight of 20,000 pounds or lessin New York, how will the line 
expeditiously determine who made the delivery arrangements when there has 
been no previous contact by the forwarder? 

We do not know the answer and we do not think that anybody else does either, 
inciuding the board. 

(e) The cargo must be “accepted by the carrier pursuant to such booking.” 

Again, we have a meaningless test. If there has been an advance booking 
and the freight is accepted, obviously it is being accepted pursuant to the booking 
and the test is superfluous. Suppose there is no advance booking. Untess it 
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can be said that the delivery to shipside is a booking, there could be no acceptance 
pursuant te a booking and so, no brokerage. 

(f) The carrier must “‘agree to pay brokerage.” 

How is this agreement to pay brokerage to be determined? If the agreement 
is to be spelled out by reason of the acceptance of the cargo, which is the previous 
test, then why is it necessary to have an additional test? The mere acceptance 
pursuant to the booking would constitute the agreement. 

On the other hand, if such acceptance is not sufficient to establish the agreement 
to pay, does this mean that in each of the thousands of deliveries a month the 
carrier must furnish a separate agreement in writing? This is patently absurd, 
would create loads of unnecessary paperwork and is entirely unnecessary. Nor 
do conference tariffs indicate such agreement. All that they do is provide that 
brokerage, when paid, shall not exceed a certain percentage of the freight. 

(g) The payment must not be ‘otherwise unlawful under the Shipping Act, 
1916, or in violation of these rules.” 

What the Board is telling the forwarders and carriers in this last test is that 
they should do nothing illegal in paying and receiving brokerage. Do not all 
parties concerned know that? 

3. What will the effect be of the Board’s definition, if adopted? 

The answer is simple. It will create chaos and antagonism where generally 
mutual cooperation now exists between the forwarders and carriers. It will 
accomplish an unwarranted denial of brokerage. Eventually there will be a 
decrease in the number of forwarders available to serve our foreign commerce, 

That sharp differences will arise between forwarders and steamship lines in an 
interpretation of this definition cannot be doubted. If a forwarder who has been 
denied brokerage because of the Board’s rule feels that he has rendered other 
services of value to the steamship lines, naturally he would desire to be paid for 
these services. 

The Board has indicated to this subcommittee that for their so-called non- 
brokerage services there is nothing in the revised rules which would prohibit the 
forwarders from being paid a reasonable fee by carriers commensurate with their 
services—a completely novel idea in the more than 100-year-old forwarder-carrier 
relationship. 


An attempt to reach agreement on these nonbrokerage services will be virtually 
impossible. 

Congressman Davidson rightly pointed out (tr. p. 2137) that reaching agree- 
ment on the value of nonbrokerage services would be a “‘complicated and difficult 


problem of ad:rinistration” and that “it would be very difficult for a forwarder 


to do business and difficult for a carrier or even a shipper to do business if we 
insisted upon an analysis each time of just what service, if any, had been per- 
formed.” 

The Assistant Deputy Maritime Administrator admitted himself that ‘there 
are difficulties.’”’ The net result might well be an increase in cost to the carriers 
beyond the traditional rate of brokerage now being paid—certainly an inad- 
visable result for our subsidized lines. 

While the statement before the subcommittee does not indicate it, we are 
advised that another proposed rule would specifically give to the steamship 
conferences authority to ‘‘make rules and regulations to assure that brokerage 
will not be paid under circumstances which will violate the Shipping Act, 1916 
or these rules.” Of course, this is the golden opportunity that antiforwarder 
eonferences have been long awaiting. 

Mr. Pasch, chairman of the Associated Latin-American Conferences, has 
indicated at the New York hearings (tr. p. 1124), that a forwarder performs no 
service justifying the payment of brokerage in the handling of any contract shipper’s 
cargo. His west coast counterpart, Mr. McArt, chairman of the Pacific Coast 
European Conference, has taken a similar position and, coincidentally, in the pend- 
ing docket No. 767 McArt has proposed that brokerage be defined as ‘‘com- 
pensation for securing cargo for a ship’’—exactly the same as in the Board’s 
proposed rules. 

Is there any doubt that these two conference chairmen will seize upon the 
proposed rules and under the authority given to them will produce conference 
tariffs which will eventually bring about the complete denial of brokerage? 

Absolutely none. 

Thus, they and their attorneys will have accomplished, as a result of the Board’s 
new rules, what they have been unable to do in more than 10 years of litigation 
before the regulatory agencies and the Federal courts. Other conferences will 
inevitably under competitive pressure likewise be required to adopt regulations 
which will ban brokerage. 
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The Assistant Deputy Administrator has admitted (tr. p. 2111), that the 
elimination of brokerage will result in a decreased number of freight forwarders. 
The proposed rules will not only decrease the number of freight forwarders, but, 
we are firmly convinced, may well bring about the elimination of the industrv 
itself. 

4. What action should be taken on the question of brokerage? 


In answering this question, the subcommittee needs only to determine one issue, 
and that is, is the foreign freight-forwarding industry a necessary element of our 
foreign commerce? If the answer is “Yes,” then neither the subcommittee nor 
the Federal Maritime Board should take any action on brokerage which will 
impair or destroy the industry’s ability to be of service to our export trade. 

Ve feel that the evidence adduced by this subcommittee leads irresistibly to 
the conclusion that the forwarders have been and will always be, if unmolested 
by unreasonable regulations, a most essential link in the mov ement of our export 
cargo. If this is the case, then limiting or depriving them of a vital source of 
revenue, brokerage, will only be a disservice to our country. 

We believe, also, that the subcommittee should recognize the economic fact 
that forwarding is an international business and that any attempt to regulate 
complicated worldwide relationships which have existed for a centruy or more by 
detailed rules is impractical and useless. By the very nature of the business, 
exact and finely drawn regulations in this country of practices which are not 
subject to control in foreign areas will place the American-flag operator at a 
considerable disadvantage. 

The Chief, Regulation Office, FMB, has already indicated to this subcommittee 
(tr. p. 2140), that “there is great difficulty in enforcing a transaction that is made 
abroad.” All that the Board’s rules or any rigid regulations will do is invite 
violations by subterfuge. Disrespect for our regulatory agencies and the very 
institutions of our Government will inevitably result. 

Does this mean that the subcommittee or Board is powerless to do anything 
about any abuses which they may find to exist? Certainly not. 

We feel that such abuses are rare and can be corrected by proper and affirmative 
administrative action—so far lacking. If dummy forwarders are to any con- 
siderable extent receiving brokerage revenue to which they are not entitled, the 
answer is a properly administered licensing system. If so some forwarders are 
obtaining brokerage without perofrming any real services to the lines, this is 
easily correctible by the regulatory agency. 

The need is not for blunderbuss rules destroying the industry, but rather a 
surgeon’s scalpel to cut out the isolated sores. 

This subcommittee should recognize in its report that the payment of brokerage 
makes possible the existence of the forwarder, a most essential element in our 
foreign trade. A serious depletion in brokerage revenue breeds substantial 
difficulties for our international trade and merchant marine. 


5. Conclusion 


Any effort on the part of the forwarders to convince the Federal Maritime Board 
that its own proposed definition is impractical and harmful will be most difficut of 
success. In addition, the Federal courts are most reluctant to set aside adminis- 
trative rules which have been finally adopted. This subcommittee is the only real 
hope of the forwarding industry that it will be spared from regulations which will 
create an impossible situation. 

With all the sincerity at our command we urge that in its report this subcom- 
mittee speak out affirmatively against the definition of brokerage which has been 
submitted to it by the Board. Otherwise, the road ahead for the forwarders of 
this Nation is covered with pitfalls. 


Mr. Townsenp. Did I understand you to say, Mr. Chairman, that 
the record would be kept open for 5 days for these additional state- 
ments? 

Mr. Tompson. Correct. 

Mr. TownsEnp. I would like to make this observation. Today is 
Thursday. I would have to go back home to San Francisco to prepare 
my statement. Weare very anxious to submit a statement. We have 


not prepared it previously, because we desired to hear today’s 
testimony. 
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It would be virtually impossible for me to have the statement here 
by Friday, because it would have to be made Saturday. It is not 
possible. 

Mr. Tuompson. Mr. Townsend, I know that the press of time is on 
you, as it is on this subcommittee. The Chair would hardly be able 
to entertain lengthly statements in the form of rebuttals in view of the 
fact that your group has already given testimony. However, if there 
are points that were missed that you think will be of value to this 
subcommittee, we want them for the record. Five days might not be 
a sufficient length of time. 

Mr. Townsenp. I had in mind 8 days, or something like that. 

Mr. TrHompson. Would next Friday be satisfactory? 

Mr. Towsenpb. That would be fine. 

Mr. TuHompson. We will take a supplemental statement up to that 
time. 

Is that satisfactory, Judge Chase? 

Mr. Cuase. Yes. 

(The supplemental statements are as follows:) 


SUPPLEMENTAL STATEMENT OF Paciric Coast Customs & FREIGHT BROKERS 
ASSOCIATION AND Los ANGELES Cystoms & FREIGHT BROKERS ASSOCIATION, 
INc. 


Pacific Coast Customs & Freight Brokers Association, by William Brenner, 
president; Los Angeles Customs & Freight Brokers Association, Ine., by 
W. F. Arnold, president; J. Richard Townsend, San Francisco, Calif., attorney 
for such associations 


The Pacific Coast Customs & Freight Brokers Association and the Los Angeles 
Customs & Freight Brokers Association, Inc., appreciate the opportunity afforded 


by the subcommittee at the close of its hearing on March 15, 1956, to present 
this brief additional statement. 


1. What is the amount of brokerage with which this subcommittee is dealing? 


The impression seems to have been created that the foreign freight forwarders 
are receiving large payments of brokerage from the steamship lines—something 
in the nature of a tremendous “windfall.” 

In order to show the subcommittee exactly what the true situation is, we have 
had two of the leading and largest forwarders on the Pacific coast develop from 
their records their average amount of brokerage per shipment during the entire 
year 1955. These forwarders are Berry & McCarthy, with offices in San Francisco 
and Los Angeles, and J. E. Lowden, whose office is in San Francisco. Attached 
hereto are affidavits of such forwarders which present some very revealing figures 
with respect to the amount of brokerage with which we are dealing. 

The average brokerage received by Berry & McCarthy during the year 1955 
from all Pacific coast conference steamship lines was only $7.61 per shipment. 
The corresponding figure for J. E. Lowden was only $7.93 per shipment. The 
following breakdown of such brokerage received by Berry & McCarthy is very 
significant: 

Percent of total 

{mount of brokerage per shipment: shipments 
Under $1 22. 45 
$1.01 to $2 3 eee aA 17. 58 
$2.01 to $3 ; oe 10. 28 


. 9 

5. 65 

5. 74 

Va 

a uf . 46 

$50.01 to $75 . 64 
Over $75 : ota 


100. 00 
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A brief study of this table is very interesting. On more than 50 percent of such 
shipments that it handled, Berry & McCarthy received brokerage of less than $3 
per shipment. The brokerage amounted to more than $75 per shipment in the 
vase of less than 1 percent of the shipments handled. 

The total amount of brokerage received by Berry & McCarthy during the 
year 1955 from all members of the Pacific Straits Conference—one of Mr, 
Spaulding’s conferences—was only $259.98. The corresponding figure from 
Mr. Spaulding’s other conference—the Pacific Indonesian Conference—was only 
$566.53. 

These figures reveal that the amount of brokerage that is paid by the steamship 
lines on the Pacific coast to foreign freight forwarders is not of any real signifi- 
cance in the overall operations of those carriers. 

In this connection we desire to point out that if the steamship companies have 
submitted confidential figures to the subcommittee showing the total amount of 
brokerage paid by them, we are satisfied that any substantial amounts of brokerage 
per shipment that may be involved have been paid to chartering brokers (who 
handle large blocks of bulk cargo) and not to freight forwarders. 

When we consider the small amount of brokerage per shipment that is being 
received by the forwarders, we wonder at all of the controversy over the payment 
of brokerage to forwarders. 


2. What is behind the pending controversy over brokerage? 


Why are certain steamship conferences making such a determined effort to 
have this subcommittee prohibit the payment of brokerage to forwarders? Surely 
the amount of brokerage that is involved does not justify all of this controversy 
and all of the legal expense on both sides over such brokerage—especially when 
the steamship conferences state in the same breath that they desire to continue 
to pay brokerage to what they call true brokers—chartering brokers—which is 
the only place where substantial amounts of brokerage are paid. 

This controversy over the payment of brokerage to forwarders has become 
purely a grudge fight by certain steamship conferences. They are attempting 
to use this subcommittee as a means of overturning litigation which they have 
lost for the last 10 years before the Federal Maritime Board and its predecessor, 
the Maritime Commission, and before the courts. Carefully considered decisions 
of such regulatory bodies and the United States courts have blocked every effort 
of these steamship conferences to prohibit the payment of brokerage. 

The subcommittee should bear in mind that brokerage has been paid in the 
Pacific Coast European Conference for more than 40 years, and no controversy 
existed until the Federal Maritime Board and its predecessor rendered decisions 
outlawing conference prohibitions against the payment of brokerage. 

The same arguments that have been presented by such conferences to the 
regulatory agencies and the courts during the past 10 years are now being repeated 
before this sibcommittee. It is extremely interesting to note, for example, that 
the views which have been expressed by such conferences before this s' beom- 
mittee—and, in fact, the brokerage rules which have been proposed by the 
Federal Maritime Board before this subcommittee—are s..bstantially the same 
as the views and brokerage rules that were presented on behalf of the Pacific 
Straits Conference, the Pacific Indonesian Conference, and certain other con- 
ferences in a petition dated May 7, 1952, which was filed with the Federal Mari- 
time Board in Docket No. 727 by the San Francisco law firm of Graham & Morse 
presently Graham, James & Rolph now that Mr. Morse is Chairman of the 
Federal Maritime Board. 

We believe that the testimony which was presented by the chairman or secre- 
taries of the various Pacific coast steamship conferences—including the testimony 
of Messrs. Galloway and Spaulding on March 15, 1956—is contrary to the views 
of some of the American member lines, including subsidized lines. States Marine 
Lines has already filed a statement with the subcommittee showing that the 
testimony of Mr. Galloway is contrary to its position and that it believes in the 
payment of brokerage to the forwarders because of services rendered to it by the 
forwarders. 

It is to be hoped that the subcommittee recognizes the position of the Pacific 
coast steamship conferences for what it really is, rather than what it pretends 
to be. It is not an attempt by the steamship lines to save the American tax- 
payers any appreciable amount of subsidy payments or to improve the position 
of the American merchant marine. It is purely a personal fight to vindicate 
views that were taken at the outset of Docket No. 657 and to upset 10 years of 
litigation which the steamship conferences have lost. 
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Our conclusion in this respect is corroborated by the fact that the steamship 
conferences that were not involved in Docket No. 657, and consequently have 
no “axe to grind,”’ are not opposing the payment of brokerage, but are endeavoring 
to make certain that the services of the forwarders continue to be available to 
them—by expressing their desire to continue paying brokerage. 


> 


8. Should the payment of brokerage to foreign freight forwarders be prohibited? 

Various suggestions have been made before the subcommittee which would 
result in prohibiting the payment of brokerage to freight forwarder-brokers. 
Such methods are (a) a prohibition against the payment of brokerage contained 
in a steamship conference agreement, rule or tariff; (6) legislation or administrative 
regulations expressly prohibiting the payment of brokerage, or prohibiting the 
payment of brokerage to any “‘agent’’ of the shipper; and (c) a definition of 
brokerage which would have the practical effect of prohibiting the payment 
thereof. 

All parties agree that the forwarders and brokers serve a very useful purpose 
in connection with the commerce of the United States, and that they should not 
be eliminated and their activities should not be curtailed. In this connection it 
is important to bear in mind that there have heretofore been seven investigations 
pertaining to freight forwarders and brokers, and in every one of them it has been 
found that they are essential to the commerce of the United States. Such 7 
investigations were the investigation by the House Committee on Merchant 
Marine and Fisheries in 1941 pertaining to the Bland Act, Docket Nos. 621, 
645, 657, and 718-719 before the Federal Maritime Board and its predecessor, 
and the 2 court cases before 3-judge United States district courts upholding the 
decision in Docket No. 657. 

The records before the Maritime Commission, the Federal Maritime Board, 
and the subcommittee show that the elimination of the payment of brokerage 
would force many forwarders and brokers to discontinue their operations com- 
pletely and would require many others to curtail their operations severely. This 
result woud follow necessarily from the fact that the brokerage revenues of many 
of the leading forwarders and brokers, especially on the Pacific coast, amount to 
30 to 75 percent of their total freight forwarding and brokerage revenue. 

Not only would the forwarders and brokers be affected very adversely by the 
elimination of brokerage, but there would be no resulting savings to the steamship 
companies, As Mr. Fred D. Hill, chairman of the Gulf & South Atlantic Havana 
Steamship Conference, testified on March 15, 1956, if freight forwarders were 
eliminated, it would necessarily require the steamship lines to have their own for- 
warding departments. (Tr. 2226.) 

Certainly there is nothing in the record before the subcommittee which would 
permit the subcommittee to find that if every steamship company established its 
own forwarding department, the expense of maintaining and operating those de- 
partments would be less than the amount that they pay in brokerage. The small 
amount that they are presently paying per shipment as brokerage clearly indi- 
cates that there would be no saving to the steamship lines by eliminating the pay- 
ment of brokerage. When consideration is given to the amount of additional 
work that the steamship companies would be required to perform if they did not 
have the services of the forwarders available, the brokerage figures that we have 
presented show that the carriers are not wasting any revenues by paying broker- 
age. If the services of the forwarders were not available, the carriers sould be 
required to incur substantial additional expenses not only for preparing and hand- 
ling the ocean bills of lading and other documents, but also for communicating 
with the shippers, including long distance telephone calls, to assure the arrival of 
the cargo on the dock in time for the vessel and to straighten out matters pertain- 
ing to over, short and damaged cargo, and in order to handle other matters that 
are now handled by the forwarder. 

In this connection we desire to comment briefly on the testimony of certain 
conference chairmen and secretaries to the effect that there is no difference between 
shipping in the domestic trades and the foreign trades. Anyone who is thoroughly 
familiar with shipping knows that those statements are incorrect. Shipping in 
he foreign trades is so much more complicated and requires so much more skill 
and technical knowledge that the situation is vastly different from shipping in the 
domestic trades. The foreign commerce of the United States could not be con- 
lucted on the basis of practices in the domestic trades. 

This subcommittee would do a great disservice to the commerce of the United 
States and the United States merchant marine if it took any action which resulted 
in the elimination of brokerage. The commerce of the United States would thereby 


i 
t 
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lose an important link, without any resulting benefit to the steamship companies 
or the taxpayers. 


4. Should the brokerage be paid by the shipper? 


The suggestion has been made that the brokerage should be paid by the shipper. 
This suggestion has been made by the steamship conferences at various times in the 
past. Each time the conclusion which has been reached by the Board or its pre- 
decessor is that this is not practicable and would not solve any of the alleged prob- 
lems pertaining to brokerage. 

The reason for this is twofold. In the first place, the shippers will not pay the 
amount of the brokerage, and in many instances cannot afford to do so. In the 
second place, it would be unfair to require the shipper to pay for the services of 
the forwarder-broker that are of benefit to the carrier. 

In most instances the American exporters must meet foreign competition, and 
they cannot absorb any more costs. Even on the basis of the brokerage per 
shipment developed hereinabove, the payment of such brokerage by the shipper 
would amount, in most instances, to a very substantial pereentaze increase in the 
forwarding fee that he is now paying. Entirely apart from the economic inability 
of certain shippers to assume this additional expense, the shipper has become so 
accustomed to the existing range of forwarding fees that he would simply refuss 
to pay an increase such as is here involved. The shipper would refuse to use a 
forwarder and would require the steamship company to perform the forwarding 
services formerly performed by the forwarder. The result would therefore be 
the same as a prohibition against the payment of brokerage. The steamship 
company would be required to establish its own forwarding department, and would 
thus incur probably greater expense than by the payment of brokeraze. 

Finally, it has been conceded by all parties that the services performed by the 
forwarders are of benefit to the steamship companies. Why should the shipper 
be required to pay for the portion of the forwarder’s service that is of benefit to 
the carrier? A forwarder is engazed in an independent service business, providing 
services of benefit to two different parties. There is no justification for requiring 
that one of such parties must pay all of the compensation to the person who 
benefits both parties. The carrier certainly benefits in expense saved it by the 
forwarder to the extent of more than $3 per shipment on 50 percent of its ship- 
ments and to the extent of more than $7 on all such shipments. Why should not 
the carrier share the expense of the forwarder’s services to this extent? 


All that would be accomplished by attempting to require the shipper to pay the 
brokerage, therefore, would be to eliminate brokerage and most forwarders, 
without any gain to the steamship companies. Surely the commerce of the 
United States and the United States merchant marine would not be benefited by 
any such result. 


5. What objectionable forwarder practices have been suggested in the record? 


Since it is apparent that the payment of brokerage should not be eliminated and 
that nothing would be gained by attempting to shift it to the shipper, the next 
question is whether there are any objectionable practices of the forwarders with 
which the subcommittee should concern itself. 

We believe that ail of the alleged improper practices of forwarders which have 
been suggested in the record fall within the following four categories: 

1. “Dummy” forwarders. 

2. Rebates to shippers. 

3. Free or reduced forwarding fees. 
4. Receipt of unearned brokerage. 


6. Are the rules proposed by the Federal Maritime Board the answer to these.alleged 
improper practices? 

The rules which were proposed by the Federal Maritime Board during the 
course of the subcommittee’s hearing are wholly unworkable and impracticable 
In addition they are so indefinite and ambiguous that another 10 years of litigation 
would be required in order to determine what the rules mean. 

The supplemental comments of the New York Foreign Freight Forwarders 
Association, Inc., which were submitted at the close of the hearing on March 15, 
1956, analyze these proposed rules in considerable detail. Since such association 
has shown how adverse these rules would be to the forwarders and how unworkable 
the rules are, we believe that further comment on our part is unnecessary. 

We desire to add merely that, as we have previously stated, these are substan- 
tially the same rules that were proposed in the petition filed by Graham & Mors¢ 
in docket No. 727. The Federal Maritime Board, as then constituted, rejected 
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those rules on the ground that they ‘‘would create uncertainty.””’ The subcom- 
mittee should point out in its report that the rules which were suggested by the 
Board at the hearing on February 29, 1956, are unworkable and impracticable, and 
would only serve to create uncertainty and further controversy. 


What is the best solution to the forwarder and brokerage controversies? 


(a) Forwarders’ conference.—We honestly believe that the best solution to the 
‘ontroversies with respect to freight forwarders and brokerage lies in the forwarder- 
onference proposal, coupled with the proper licensing of forwarders. 

Proper licensing would eliminate whatever “dummy” forwarder problem might 
exist. Moreover, by eliminating any and all improper relationships between 
forwarders and shippers, such licensing would remove practically all rebating 
which might otherwise occur. Section 16 of the Shipping Act, 1916, would afford 
sufficient ground for preventing any other forms of rebating which might occur. 

By referring to “proper licensing’”’ of forwarders, we have in mind a statute 
which would require every forwarder to have a license issued by the Federal 
Maritime Board. The requirements for a license should be a showing that the 
applicant is qualified to perform the freight forwarder and brokerage services and 
that he is not connected with any shipper or with anyone else in any improper 
manner. We believe that there should be no “grandfather” licenses issued to 

existing forwarders, but that licenses should be issued only to the existing for- 
varders who meet the requirements just stated. 

Industry self-regulation through forwarder conferences would, we believe, 
solve the problems of free or reduced forwarding fees and unearned brokerage. 
Let us take as an illustration the Pacific Coast Ocean Freight Forwarders Confer- 
ence, whose agreement is pending before the Board for approval under section 15 
if the Shipping Act. 

At the time of the hearing in Washington on March 1, 1956, it was testified 
that the signers of such conference agreement handled over 75 percent of the car- 
go handled by forwarders with offices on the Pacific coast. This figure has been 

icreased to more than 80 percent as a result of additional signatures that have 
been obtained since that time. 

Such forwarders’ conference would adopt rules which would prescribe minimum 


forwarding fees to be charged the shippers by members of the conference. More- 


over, the conference would work with the various steamship conferences to devise 


practical and workable rules which would be adopted by the forwarders’ confer- 
ence specifying the minimum services that a forwarder must perform before he 
an submit a bill for brokerage. Also, the conference would work with the 
Federal Maritime Board in meeting any problems that might arise in the forward- 
ng industry. 

We have no hesitancy in predicting that if the operations of the Pacific Coast 
Ocean Freight Forwarders Conference were successful, other groups of forwarders 
ocated in other parts of the United States would likewise form similar conferences. 
In this way industry self-regulation throughout the entire country would be made 
effective. 

The Pacific Coast Ocean Freight Forwarders Conference is the first new ap- 
proach to the forwarder and brokerage controversy that has been suggested. We 
believe that it merits the blessing of the subcommittee, and that in its report the 
subcommittee should indicate that a reasonable period of time—say, 2 years— 
should be afforded to see what the forwarders’ conference can do toward solving 
iny forwarder or brokerage problems that might arise. During such period no 
impediments should be placed in the way of a fair trial for the conference ap- 
proach—such as rules promulgated by the Board or legislation which would 
interfere with the opportunity for industry self-regulation. 

We believe that the forwarding industry should be accorded the same oppor- 
tunity for industry self-regulation under the Shipping Act that is accorded the 
steamship industry—without rules or legislation that will make such self-regula- 

on impossible or unworkable. 

If after such a reasonable trial period the forwarder conference approach still 
eft any serious problems unsolved, then would be the time to have the Board 

view the situation and see whether the promulgation of specific rules by it was 

ecessary. 

b) Alternative solution, apart from forwarders’ conference.—If the subcommittee 
should fail to agree with the solution suggested immediately hereinabove and 
should conclude that the forwarders’ conference alone, or in conjunction with a 

censing statute, is not the answer, what else should be done? 


70668—56 Ol 





956 FOREIGN FREIGHT FORWARDERS AND BROKERS 


For the reasons which we have already stated, we believe that the answer in 
those circumstances does not lie in rules or statutes defining brokerage and 
setting up a regulatory code along the lines of the Board’s proposed rules. We 
believe that the answer then lies in more effective exercise of its powers by thx 
Federal Maritime Board. Let us consider whether this would solve the fow 
suggested improper practices specified hereinabove. 

The first alleged improper practice is “dummy” forwarders. Just where and 
who these dummy forwarders are is still a mystery to us. We do not know any 
on the Pacifie coast. But if they are really a problem, the Board already has 
power under the Shipping Act, 1916—and especially section 16 thereof—to 
correct this situation. The dummy forwarder indicates an improper relationship 
with a shipper which results in the shipper, by an unjust or unfair device or means 
obtaining transportation at rates less than would otherwise be applicable—in 
violation of section 16 of the Shipping Act. 

Moreover, a statute of the type that we have previously discussed, giving thi 
Board licensing power, would certainly solve any dummy forwarder problem that 
might ever exist. 

The second alleged improper practice is rebates to shippers. Here, again, we 
do not know of any problem on the Pacific coast. But in any event, section 16 
of the Shipping Act affords a complete answer. <A proper licensing statute would 
give the Board additional means of eliminating situations which might otherwis: 
encourage rebating. 

The third suggested improper practice is free or reduced forwarding fees for 
the shippers. The Board has already taken the position informally that this 
constitutes a rebate to the shipper, but nothing has been done about it. To the 
extent that there is anything unlawful about the amount of any fee charged the 
shipper by a forwarder—or omitted to be charged—the Shipping Act already 
affords the Board the power to correct such unlawful action. 

The final alleged improper practice is the receipt by forwarders of unearned 
brokerage. This is not a real problem on the Pacific coast. To the extent that 
it may exist in other parts of the country, it is only in isolated instances, and the 
Board already has the power under the Shipping Act to correct such instances 

We honestly believe that an attempt has been made in this investigation to 
“blow up” beyond all proportions a few isolated instances of improper practices- 
in an effort to make it appear that they are the usual procedure in the industry 

When the forwarding industry is carefully analyzed, we believe that it is no 
different from any other industry. It is not wholly bad—or it would not have 
existed for all of these years. Neither is it perfect. There are undoubtedly 
certain instances that need correction. But the Board has ample power to cor- 
rect those instances. A few good examples of firm action by the Board would 
go a long way toward bring about whatever correction is needed in the industry. 


CONCLUSION 


The record before the subcommittee shows that most of the steamship con- 
ferences in the United States are desirous of preserving the forwarding industry 
and desire to continue paying brokerage for the services rendered to the carriers 
by the forwarders. On the other hand, a few steamship conferences are attempt- 
ing to use this subcommittee as a means of destroying the forwarding industry—an 
industry that has previously been found by the House Committee on Merchant 
Marine and Fisheries to be essential to the movement of goods in foreign commerce 
and a vital agency in the promotion of the American merchant marine. In its 
report in connection with the Bland Act, this committee said: 

“Tt was clear to the committee that the work of frieght forwarding is essential! 
to the movement of goods in foreign commerce under normal conditions” (p. 5). 

“The freight forwarders and licensed custom brokers, in the opinion of your 
committee, are necessary and vital agencies in the promotion of an American 
merchant marine * * *” (p. 6). 

We know that in its desire to promote the foreign commerce of the United 
States and the American merchant marine, this subcommittee will not do any- 
thing detrimental to such an industry. 

If unworkable and impracticable definitions, rules and legislation are avoided, 
only good can come from this subcommittee investigation. 

We hope that we will be accorded a fair opportunity to test the forwarders’ 
conference approach as a means of ending all controversies pertaining to forward- 
ing and brokerage matters. We believe that this affords the best possible means 
of having the forwarders and carriers working together for the best interest ol! 
the commerce of the United States and the United States merchant marine. 

If reliance is not placed on the conference approach alone, then it should be 
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coupled with a proper licensing statute and effective Board regulation to eliminate 
the isolated instances of improper practices. 
Respectfully submitted. 
Paciric Coast CusToMs AND FREIGHT BROKERS 
ASSOCIATION, 
By WiuuiaM Brenner, President. 
Los ANGELES CusTOMS AND FREIGHT BROKERS 
ASSOCIATION, INC., 
By W. F. ArRNoup President. 
J. RicHarp TOWNSEND, 
Attorney for Such Associations. 


Dated at San Francisco, Calif., this 21st day of March 1956. 


AFFIDAVIT OF M. J. McCartuy 


STATE OF CALIFORNIA, 
City and County of San Francisco, ss: 

M. J. McCarthy, being first duly sworn, on oath deposes and says: 

He is a partner of the firm of Berry & McCarthy, which is engaged in business 
as an ocean freight forwarder and broker, with its principal office in San Francisco, 
Calif., and a branch office in Los Angeles, Calif. 

Affiant has made a careful examination of the records of Berry & McCarthy 
and has developed therefrom the following information: 

During the year 1955 the average amount of brokerage received by Berry & 
McCarthy from all steamship lines which are members of conferences operating 
from the Pacific Coast was $7.61 per shipment. The percentage breakdown of 
such shipments by amount of brokerage per shipment is as follows: 

oe 

{mount of brokerage per shipment: shipments 
Under $1__- j 22. 45 
Sir 0 Se. 2 =. a 17. 58 
$2.01 to $: . ‘ 10. 28 
$3.01 to $4_- - ieee kale : . 75 
$4.01 to $é ; ‘ 5. 65 
5.01 to $10 ao Z ’ 5. 74 
$¥0:01 to $25. _--_- ; : Sy 
$25.01 to $50- _ _- $e si 25 1. 46 
$50.01 to $75 ‘ . 64 
Over $75 See eae ate ea 72 


» +4 


Total_- ois : ; Aw Gabe S 100. 00 


The number of shipments during the entire year 1955 on which Berry & 
McCarthy received such brokerage in excess of $100 per shipment was only 11 
shipments. Such brokerage of over $100 per shipment was as follows: 

Tota 
number 
of ship- 

Amount of brokerage per shipment: ments 
$100.01 to $125 a 5 
$125.01 to $150 ; 
$150.01 to $175 
$175.01 to $200 
$200.01 to $210 
Over $210 


a Fa a a ian dicassaniaphe ti shSa 11 


The total amount of brokerage received by Berry & McCarthy during the 


vear 1955 from all members of the Pacific Straits Conference was $259.98 and 
all members of the Pacific Indonesian Conference was $566.53. 


M. J. McCarruy. 
Subseribed and sworn to before me this 21st day of March 1956. 


Evita B. Fayni 
Notary Public in and for the City and County oj San Francisco, State 
California. 


\Iy commission expires October 20, 1958. 
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AFFIDAVIT OF WILLIAM BRENNER 


State oF CALIFORNIA, 
City and County of San Francisco, ss: 

William Brenner, being first duly sworn, on oath deposes and says: 

He is the owner of the firm of J. E. Lowden, which is engaged in business as an 
ocean freight forwarder and broker, with its office in San Francisco, Calif. 

Affiant has had a careful examination of the records of J. E. Lowden made and 
has developed therefrom the following information: 

During the year 1955 the average amount of brokerage received by J. E. Lowden 
from all steamship lines which are members of conferences operating from the 
Pacific Coast was $7.93 per shipment. 

Time has not permitted affiant to make a breakdown of such brokerage in the 
same manner as appears in the immediately preceding affidavit of M. J. McCarthy. 


WILLIAM BRENNER. 


Subscribed and sworn to before me this 21st day of March, 1956. 


Exiia B. Fayne, 
Notary Public in and for the city and county of San Francisco, State of California. 


My commission expires October 20, 1958. 


STEAMSHIP FREIGHT BROKERS ASSOCIATION, 
New York, N. Y., March 22, 19686. 
Hon. T. A. THompPson, 
Chairman, Special Subcommittee on Foreign Freight Forwarders and Brokers, 
House Office Building, Washington 25, D. C. 


Dear Mr. Toompson: At a meeting of the board of directors and at a members’ 
meeting of this association the amendments to General Order No. 72 as proposed 
by the Federal Maritime Board were extensively discussed, and we believe it to 
be your desire to be advised of our views on this matter by March 23. 

The general opinion of our members is that the present laws and regulations 
are adequate—if properly enforced—and that further regulation is unnecessary 
before complete enforcement of these present laws and regulations is attempted. 

With regard to the proposed amendments, we wish to advise that we have 
studied them very carefully and have come to the conclusion that they are 
unrealistic and unworkable. 

If, nevertheless, your subcommittee should find that some amendments to the 
present laws and regulations are advisable, then our association shall be glad to 
cooperate in this respect by appearing before your subcommittee. We trust that 
we will be granted this opportunity to be consulted on this question which is so 
vital to our industry. 

Respectfully submitted. 

Harry L. Barr, President. 


Mr. Townsenp. Thank you, Mr. Chairman. 

Mr. THompson. The subcommittee will adjourn, subject to the call 
of the Chair. 

(Whereupon, at 12:55 p. m., the subcommittee adjourned, subject 
to the call of the Chair.) 





INVESTIGATION INTO THE ACTIVITIES OF FOREIGN 
FREIGHT FORWARDERS AND BROKERS 


TUESDAY, MARCH 27, 1956 


House or REPRESENTATIVES, 
SPECIAL SUBCOMMITTEE ON 
ForeiGN Freigut Forwarpers AND BROKERS OF THE 
ComMITTEE ON MercHant MARINE AND FISHERIES, 
Washington, D. C. 

The subcommittee met at 2:05 p. m., pursuant to call, in room 219, 
Old House Office Building, Hon. T. A. Thompson (chairman of the 
subcommittee) presiding. 

Present: Representatives Bonner (chairman of the committee), 
Thompson (presiding), Miller, Seely-Brown, Pelly and Chase. 

Present also: Ralph E. Casey, chief counsel; and Charles F. Warren, 
chief counsel to the subcommittee. 

Mr. THompson. The subcommittee will come to order. 

At the conclusions of the hearings that this subcommittee held on 
March 15 the Chair announced that the subcommittee did not intend 
to have any more hearings but would leave the record open for a week 
to receive further statements of individuals who felt they had informa- 
tion that would be of interest to this subcommittee. 

Earlier in that day’s hearings, on March 15, the subcommittee heard 
testimony from Mr. William G. Galloway, who is chairman of the 
Pacific Westbound Conference. Mr. Galloway stated that he appeared 
in official capacity and that he was authorized to present the official 
position of the member lines of his conference. His appearance here 
was pursuant to and because of a wire sent over the signature of the 
chairman of this subcommittee, which reads as follows: 

The special House Subcommittee on Foreign Freight Forwarders and Brokers is 
dissatisfied with previous testimony on behalf of your conference. Further hear- 
ings have been scheduled for 9:30 a. m. Thursday, March 15, 1956 here in Wash- 
ington, D. C. at which time you or some other representative should be prepared 
to present the official—repeat official—views of your member lines. Such testi- 
mony will be taken under oath. If this procedure is not acceptable to your con- 
ference the subcommittee will consider the issuance of subpenas to the member 
lines. Please confirm your appearance. 

Mr. Galloway stated that the member lines had held a meeting pur- 
suant to this wire on Monday, previous to his testimony, and that he 
had indicated to them the nature of the testimony he intended to give 
before this subcommittee. He went farther and stated that, under the 
procedure made known to the member lines, a motion was to be made 
if any change in the views of those presented by Mr. Galloway was 
desired. 

No such motion, he stated, was made. 

The record will speak for itself as to the nature of Mr. Galloway’s 
testimony. However, I do wish to refer to certain specific parts of his 
statement. 

959 





960 FOREIGN FREIGHT FORWARDERS AND BROKERS 


On page 2261 of the testimony Mr. Galloway stated: 


I don’t know of any services that forwarders perform for the carrier, or for which 
the carrier might employ a forwarder. I am speaking of forwarders. 


Mr. Galloway went on to say that member lines expected to pay 
brokerage only to bona fide brokers, and that the service performed 
by forwarders, although of incidental benefit to the carriers, did not 
constitute a benefit for which the ‘y were required to pay. 

Since that hearing, the subcommittee has received expressions from 
8 of the 15 member lines of Mr. Gallow ay’s conference, all of which 
disavow the testimony that Mr. Galloway gave on all material issues 
before this subcommittee. 

This has become a source of great concern to the membership of this 
subcommittee. 

I sincerely hope that some explanation for this action on the part of 
the member lines will be forthcoming. Certainly 1 do not wish to 
think that it represents a showing of utter lack of respect for this 
subcommittee, or lack of a sense of responsibility on the part of the 
individual companies. 

| want it known here and now that the Chair will not hesitate to 
recommend the institution of contempt proceedings or an indictment 
for perjury if the Chair thinks there are reasonable grounds in this 
record, in the testimony to be given today, or which has been given, 
to warrant the taking of this step. 

I am sorry to inconvenience Mr. Galloway by bringing him back 
from the west coast again, but certainly, under the circumstances, the 
full responsibility for that rests with the member lines of the conference 
that Mr. Galloway represents. They permitted this situation to 
develop. 

I should now like to have counsel read into the record the com- 
munications that have been received from the member lines of the 
conference since Mr. Galloway’s earlier testimony. 

Mr. Warren. The following telegrams are addressed to the Hon- 
orable T. A. Thompson, Special House Subcommittee on Foreign 
Freight Forwarders, Washington, D. C.: 

The first telegram reads: 

Pacific Transport Lines, Inc., are in favor of paying brokerage for services of 
value to the carrier. We recognize there are abuses requiring correction and sup- 


port efforts of self-regulation being attempted by Pacific coast forwarding industry 
through formation of a conference. 


GeorceE E. TautmaGeE, Jr., 
Vice President, Traffic, 
Pacific Transport Lines Inc. 


The second telegram reads: 


We feel it is necessary to clarify the testimony of Mr. Galloway insofar as it 
applies to Pacific Far East Lines, Inc., who are members of Pacific Westbound 
Conference. 

In attendance at the conference meeting on Monday, March 12, our position 
was clearly stated and specific to the point that Mr. Galloway was not authorized 
to speak for us at your hearing on the subject of brokerage, which we consider 8 
policy matter for our own determinations and not by a conference chairman 
Apparently our position was construed by Mr. Galloway as having been nullified 
by a two-thirds vote on secret ballot. However, we do not so interpret. 

We are not opposed to payment of brokerage to legitimate forwarders when 
such brokerage is earned. We recognize that the forwarders play an important 
part in our foreign commerce and perform a service for the steamship compan) 
as well as the shipper. True, the forwarding industry, like any other industry, 
suffers malpractices. Therefore it appears desirable to have some regulation and 





FOREIGN FREIGHT FORWARDERS AND BROKERS 961 


serious consideration should be given to the forwarders’ proposed conference to 
ascertain if properly administered whether it may be the medium to cure any 
existing ills. 

Paciric Far East Line, Inc. 
The third telegram reads: 


Press reports of statement made by Chairman Galloway of Pacific Westbound 
Conference at special House committee hearing on foreign freight forwarders and 
brokers on March 5, 1956, do not represent the views of our principal, De La Rama, 
Lines. We dispatched following teletype instructions to our San Francisco 
representative March 12 prior to Pacific Westbound Conference meeting at which 
Chairman Galloway’s position at hearing on March 15 was discussed: ‘‘Advise 
conference position De La Rama Lines exactly duplicates Dennean’s testimony at 
New York hearings.’’ Would indeed appreciate having contents this message 
neluded in record of hearing. 

T. J. RoYDEN, 
President, Funch Edye & Co., Inc., 
Agents, De La Rama Lines. 


The fourth telegram reads: 


Nippon Yusen Kaisha is a member of the Pacific Westbound Conference 
\fter reading testimony presented before your committee by Mr. Galloway we 
would like to present our position in regard to the payment of brokerage as follows: 
a) That NYK became a member of the Pacific Westbound Conference on 
October 15, 1951, after completion of proceedings in docket 657. (b) We consider 
that brokers-forwarders render services to carriers. (c) In accordance services 
rendered we feel that qualified brokers-forwarders should be paid up to 144 per- 
cent brokerage in accordance with present tariff rules. (d) That proposed con- 
ference agreement of west-coast forwarders is a step in the right direction. 

Nippon YUSEN, KaIsHa, 


S. KikucuHtI, 
General Manager, San Francisco Office. 


The fifth telegram reads: 


American President Lines is a member of Pacific Westbound, Pacific Indonesian, 
ind Pacific Straits Conferences. The testimony presented by Galloway and 
Spaulding at subcommittee mecting on March 15 is contrary to our views. Our 
position is that forwarder brokers render a valuable service to us for which we 
ire willing to pay brokerage. Because of such services we do not consider the 
payment of brokerage a waste of our revenues. As the forwarder brokers keep 
themselves informed as to tariffs, schedules, routing information, and the like 
which they pass on to the shippers they save the carriers the necessity of aug- 
menting their staffs to handle hundreds of telephonic and written reauests. We 
are not encountering any problems in connection with the payment of brokerage 
We believe the proposed forwarders conference working with the steamship con- 
ference affords best way of meeting any problems that may arise, and we hope 
the forwarders conference will be given fair trial instead of establishing rules 
vhich will only lead to further controversies and litigation. 

K. H. FINNESEY, 
American President Lines. 


Mr. Tuompson. The record will show that the chairman of the 
full committee is in attendance. We appreciate your attendance, 
\(r. Bonner. 

Mr Warren. The sixth telegram reads: 


American Mail Line as a member of the Pacific Westbound Conference, the 
Pacific Straits Conference, and the Pacific Indonesian Conference, favors the 
payment of reasonable brokerage to authorized forwarders and brokers for 
ervices actually rendered in accordance with applicable tariff rules of the respec- 
tive conferences named above. American Mail Line believes that the conference 
agreement filed by the Pacific coast forwarders with the Federal Maritime Board 
should be given an opportunity to function for a year or so as it can well be the 
inedium through which existing mechanical problems and service values can be 
programed into an orderly pattern. We do not think congressional action should 
xtend beyond urging the industries involved to synchronize their procedures 
ind undertakings. 

H. V. WALKER, General Traffic Manager 
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The seventh telegram reads: 


Press reports on statements made by Mr. Galloway, chairman, Pacific West- 
bound Conference, and Mr. Spalding, secretary, Pacific Straits and Pacific 
Indonesian Conferences, do not represent the views of Isthmian Steamship Co. 


as a member of these three conferences. Isthmian is not opposed to payment of 
brokerage. 


IstHMIAN STEAMSHIP Co., 
71 Broadway, New York 6, N. Y. 


The eighth telegram reads: 

Reference to special hearings held yours March 15 regarding activities of foreign 
trade forwarders and brokers, the undersigned wish to state that despite the testi- 
mony given by the respective chairman and secretary of the Pacific Westbound 
Conference and the Pacific Straits Conference they are in favor of the payment of 
brokerage as expressed in the statement tendered by the chairman of the Far 
Kast Conference to the committee at hearings held in New York on January 26, 
1956. 

ELLERMAN & BuCKNALL AssocIATED LINEs, 

Associate Members, Pacific Westbound Conference; Members, Pacific Straits 


Conference. 
YAMASHITA STEAMSHIP Co., LTD., 


Associate Members, Pacific Westbound Conference. 


The ninth telegram reads: 


Pursuant to the subcommittee’s permission of March 15, 1956, that statements 
of interested parties would be received until today, please be advised that the 
undersigned, A. P. Moller, Maersk Line, who are members of the Pacific Straits 
Conference and the Pacific Indonesian Conference affirmatively favor paying 
brokerage despite the testimony of Secretary R. E. Spaulding of the said con- 
ferences. We are also members of the Far East Conference and the statement of 
its chairman, James A. Dennean, before the committee on January 26, 1956, 
correctly states our view. We respectfully request that this telegram be made a 
part of the record. 


A. P. Mouuer, Maersk LIne, 
By Mo.uer StTeAmsuip Co., Inc., Agents. 

Mr. THompson. Those telegrams will be made part of the record. 
I would like for Mr. William C. Galloway to take the stand, please. 
Sir, will you hold up your right hand? 

Do you solemnly swear to tell the truth, the whole truth, and noth- 
ing but the truth in the testimony you are about to give, so help 
you, God? 

Mr. Gatioway. I do. 

Mr. THompson. Will you be seated and give the reporter your full 
name. 


TESTIMONY OF WILLIAM C. GALLOWAY, CHAIRMAN, PACIFIC 
WESTBOUND CONFERENCE—Resumed 


Mr. Gatioway. William C. Galloway, chairman, Pacific West- 
bound Conference. 

Mr. Tuompson. Mr. Galloway, it was embarrassing to the member- 
ship of this committee to have to call you back. As I have stated 
before, I think the responsibility for that lies in the membership of 
your conference. 

As I recall, you opened your testimony before this committee in 
your last appearance by stating that your conference wished, and 
the member lines wished, to apologize for not having cooperated with 
this committee in previous testimony given. Further, that you were 
designated by these carriers, in response to a telegram signed by 
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the chairman of this committee, dated March 5, 1956, to officially 
epresent them in their views insofar as the subject-matter that this 
subcommittee is studying is concerned. After you departed, of 
course, you know what happened. Counsel has just read 8 tele- 
crams that have been received out of 15 voting member lines of your 
onference. All disagreed in principle with the statement that you 
made to this subcommittee under oath as a representative of at least 
two-thirds of the membership. 

The eight telegrams constitute more than a minority under the 
voting rules of your conference, indicating that you were not author- 

ized and you did not re present their views in principle. That places 
this subcommittee in a position of determining if there is an utter 
disrespect for the procedures of Congress, or irresponsibility insofar 
is the membership of your conference is concerned. 

Before you make any general statement, I would prefer if counsel 
vould ask you several questions. 

Mr. Warren. Mr. Galloway, I think that it would serve a purpose 
to start with your first action as an official of the aicenes you 
epresent. I refer to the meeting of March 12, held in San Francisco, 
rior to your testimony before this committee on March 15. After 
receiving notification of request to appear before this subcommittee 
mn March 15, what was the first step that you took? 

Mr. Gatitoway. The committee’s telegram was received in the 
conference in San Francisco while I was in San Antonio, Tex., on a 
committee meeting. Immediately that its contents were communi- 
cated to me, which they were passed right along, I contacted Mr. 
Warren and I made a request for a postponement of hearing, which 
\fr. Warren told me would only lay within the powers of the chairman 
of the committee; that he would relay my request, which was done. 
And that same day the conference office received a rejection of that 
request. 

With that knowledge then, that the hearing was scheduled for the 
15th of March and that I would not be back in San Francisco until 
Saturday p. m. of the previous week, I scheduled a meeting for 
\fonday. We originally scheduled a meeting for the afternoon, and, 
ealizing that this would not probably allow us full time, we changed 
the meeting to Monday morning at 10 a. m. on March 12. 

Mr. Warren. In scheduling the meeting of March 12, what did you 
nform your member lines? 

Mr. Gatitoway. I asked the conference office to put out a memoran- 
dum to the membership. 

If you will bear with me a moment, I have a copy of that, I believe. 

Under date of March 7 this confidential memorandum was dis- 
tributed to the conference members: Title ‘‘Rehearing on foreign 
freight forwarders and brokers.”’ 

For members’ information, we attach hereto an extract from confidential mem- 
randum of October 18, which sets forth the questions which were asked originally 
y the special congressional subcommittee investigating the activities of foreign 

freight forwarders and brokers at hearing held October 31—-November 2, 1956, 

San Francisco. 

This list of questions is submitted to you for information and guidance in con- 
ection with the hearings scheduled for March 15 in Washington, D. C. 

From conversation your chairman has had with Mr. Warren, counsel for the 
ibcommittee, it is evident that the subcommittee at the March 15 hearing will 
sk questions beyond those originally proposed, and such questions will be based 
0 a large measure on evidence ascertained in hearings held on this subject to date. 





964 FOREIGN FREIGHT FORWARDERS AND BROKERS 


This subject will be considered at a special meeting called for that purpose on 
Monday, March 12, at 2 p. m. 

That meeting was subsequently changed to 10 a. m. 

The attachment is a list of questions which were distributed, | 
believe, to all conferences prior to the start of our hearings and prior 
to the first hearing in San Francisco. 

Mr. Warren. Did you take any action initially with respect to 
informing the membership of what the meeting was called for? 

Mr. Gatioway. Yes. 

I will be as brief as possible. I would like you to follow what I did 
try to do. 

A member of my staff met me at the plane on Saturday p. m. with 
all the files that they could rustle together that they thought I should 
have. J took those home over Sunday and perused them. 

When I arrived at the office the first thing Monday morning I had 
my secretary excerpt from the official records what I thought was 
pertinent minute records of conference actions following the decision 
and order in docket 657. 

That 3- or 4-page chronological order of actions was distributed to 
the membership. It wasn’t completed until 5 or 10 minutes after we 
convened, but it was distributed to the membership at the Monday 
morning, March 12 meeting. 

Mr. Warren. Then, the first action you took was to distribute a 
chronological résumé of the conference action subsequent to docket 
657? 

Mr. Gatitoway. That is correct. 

Mr. Warren. Mr. Chairman, I request that that document be 
incorporated into the record without reading. 

Mr. Tuompson. What is the nature of it? 

Mr. Warren. It is a résumé, prepared by Mr. Galloway, of confer- 
ence action subsequent to docket 657. 

Mr. THompson. Without objection, that is to be made a part 
of the record. 

This was given to each member line? 

Mr. Gattoway. That is correct, sir. 

Mr. Warren. Mr. Galloway, will you describe, in detail, what 
happened at the meeting of March 12? 

Mr. Gattoway. I read this 3- or 4-page chronological order of 
meetings, actions, and, upon conclusion, I stated to the membership 
that, in my opinion, this record was quite clear, that the conference 
position on the matter of paying brokerage has not altered since the 
inception of docket 657, and that, following all the recourses before 
law or the Federal Maritime Board short of the Supreme Court, the 
conference had adopted a rule covering the payment of brokerage 
with the knowledge that, once the prohibition was lifted from the 
tariff, that at least some member lines would pay brokerage, and that 
all member lines, of necessity, would have to be competitive, and 
they had, in their business judgment, felt the only course of action 
was to have a rule to prescribe the terms or bases upon which broker- 
age would be paid; and that, in my opinion, they took that action for 
the simple reason that they might all be competitive. 

I stated to the membership that that was what the record indicated 
clearly to me; that that, in my opinion, was the official position of the 
conference; and, if the members did not agree with that, that they, 
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by a conference action, should set the record straight and take through 
a motion stating what the conference position was in their judgment 
so that I could be guided accordingly in my testimony before this 
committee. 

Mr. Warren. If the membership disagreed with the position as you 
stated it, under vour conference rules would not a vote be necessary? 

Mr. Gatioway. It would, sir. And an action, to be an action, 
would have to receive a minimum of a two-thirds vote. 

Mr. Warren. What vote was taken at the March 12 meeting, and 
what was the phraseology of the motion made? 


Mr. Gatioway. I will read from the official minutes of meeting, 
March 12, 1956: 


Docket, Suspsect 2, FOREIGN FREIGHT FORWARDERS AND BROKERS 


Having reference to hearing before special congressional subcommittee investi- 
gating the activities of foreign freight forwarders and brokers scheduled for 
March 15, 1956, in Washington, D. C. 

It was regularly moved and seconded that the chairman, W. C. Galloway, be 
directed to proceed to Washington to appear before the special congressional 
subeommittee March 15, 1956, and testify as to the official position of the Pacific 
Westbound Conference. 


Upon secret ballot, the motion carried. 


Mr. Warren. Who moved that that motion be placed into effect? 

Mr. Gattoway. The American President Lines moved that. 

Mr. Warren. Who was the representative? 

Mr. Gattoway. Mr. K. H. Finnesey and Mr. E. J. Faggiano. 

Mr. Warren. Will you identify Mr. Finnesey for the record. 

Mr. Gattoway. Vice president of freight traffic, American Presi- 
dent Lines. 

Mr. Warren. Who seconded the motion? 

Mr. Gattoway. The motion was seconded by the De La Rama 
Steamship Co. 

Mr. Warren. Who was the individual? 

Mr. Gattoway. Mr. Howard Middleton. 

Mr. Warren. What was the tabulation? 

Mr. Gattoway. May I refer for a moment? 

Under rule 6 of the appendix to agreement 57, there is a rule on 
voting. The last paragraph of that rules states: 

A secret ballot shall be taken at the request of any member or the presiding 
\ficer who shall announce whether the motion is lost or carried, and to make no 
record of the votes cast for or against. 

I made no record of that vote. However, I know the vote. 

Mr. Warren. What was the vote, sir? 

Mr. Gattoway. The vote was 13 in favor; 2 opposed. 

Mr. Warren. Do you know which lines opposed? 

Mr. Gattoway. I do not, sir. 

Mr. Casey. Mr. Galloway, before you get to the vote, we first 
asked vou to fully describe what took place at the meeting. I think 
you got as far as telling that you circulated this memorandum and 
announced that, unless — vou were told to express views contrary to 
those you had taken from the official records, that you would assume 
that you were to go back and testify along such lines, and no such 
motion was made. 

What else took place between that point and the point when a 
motion was made to send you back? 
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Mr. Gautoway. As I testified at the previous hearing, the first 
matter of consideration was to determine whether the membership 
might prefer to testify individually or whether they wished a repre- 
sentative of the conference—myself or some other representative—to 
appear. 

It was quickly determined, without a formal motion, that they did 
not desire to appear individually. 

We then went over this chronological order of actions, and I made 
the additional remarks that are shown in the record, which I have 
repeated here today. And there was considerable discussion. 

Some member lines—well, how to put it to you clearly? 

There was lots of discussion, and the discussion ranged from 
individual views and as to suggestions to guide me. 

I made clear to the membership that the alternatives, as I saw them, 
were for them to testify for themselves; or for me, as their chairman, 
to testify as to a position of the conference, an official position of the 
conference, which is all that I could testify to. 

I made clear to them, as the record showed here, that it was hardly 
sufficient for them to express across the table any particular views 
and expect me to come back here and relay to you a view, with the 
knowledge that many questions would be asked and that I wouldn’t 
have the least idea what the various member lines’ views were on the 
different questions. 

It is a fact that a number of the lines—I have no idea how many; 
I would say several; not 8 lines—stated that we, of course, are paying 
brokerage today, and that is our position. 

I agreed with them that we certainly were paying brokerage. I 
reiterated to them why, in my opinion, in accordance with the record, 
they were paying brokerage. 

Mr. THompson. At that point, Mr. Galloway, may I say that the 
Chair took cognizance at the beginning of your testimony of the fact 
that you possibly could not answer many individual questions to the 
satisfaction of the individual lines, but that the principle involved in 
the hearings had to do with some major points of which we are all 
aware. 

The Chair told you, and I quote from page 2257 of the record: 

If at any time during this questioning, you do not feel qualified to answer for 
your member lines, I hope that you will so indicate on the record. It may be a 
basis of causing this subcommittee to call further witnesses from individual mem- 
ber lines. I feel it best to tell you that now, before the questioning. 

At no time in this record does it show that you stated you would 
prefer to call on an official of a line for a particular question rather than 
to answer it yourself. 

Mr. Gattoway. With due respect, Mr. Chairman, I call your 
attention to my answer to that question of yours. 

Mr. THompson. You stated: 

I would like to state in that connection, Mr. Chairman, that I do not personally 
know the position, or feel that I know the position of any individual line member 
of my conference, for this reason: In my experience, first as a representative 
attending the meetings, and borne out to some extent since January 1, it is my 


knowledge that members in meetings make statements and take positions which 
might or might not reflect their true position or their true beliefs, * * *. 


Then, you go on to say that the ballot is a secret ballot. 
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Mr. Warren followed that up by stating: 


Mr. Galloway, in regard to docket 657, I believe you have stated that your lines 


presently and currently endorse the position they took during the period 1949, 
1950, and 1951? 


Your answer to that was: 


As I explained to you, I posed that as clearly to them as I could at the Monday 
meeting, and invited them to tell me if that was not true, and there was not any 
action which changed that. 


That indicates, in principle, your statements were representative 
of their beliefs. 

There have been things developing in these hearings that have been 
of considerable concern to all of the membership of this subcommittee, 
and certainly to the chair. We have spent over 6 months in develop- 
ing this problem, and I have seen some very interesting maneuvers. 
I have specific reference to some of the people engaged in the steam- 
ship business. 

In one breath, these businessmen whisper into your ear asking for 
help, and, in the next breath, they put up a united front in utter 
contradiction of their earlier position. 

We find that some of them, in the space of a few days, repudiate the 
basic testimony which they authorized their representative to give in 
earlier proceedings under oath. 

Throughout these hearings we have heard that this is a matter of 
business competition. Well, that may be true, and I will not pass on 
the merits of that. 1am seriously concerned about a more important 
problem, and I ask you this question: 

Do the words “principle,” “ethics” or ‘responsibility to one’s 
government” have meaning any longer? Have we discarded these 
concepts? 

I am compelled to conclude that this industry, including all segments, 
might do well to reexamine its conscience and try to solve ils own 
problems. 

Now, regardless of whether or not this subcommittee can accomplish 
the problem with which it is faced with the help of the individuals 
involved, we are going to try to find the solutions in spite of some of 
the parties involved. 

Mr. Casry. Mr. Galloway, do you now have any doubt whether 
there was any misunderstanding on the part of the member lines at 
this Monday meeting that preceded your testimony as to what you 
would testify toon the one basic proposition? That is, whether the 
lines favored the payment of brokerage to forwarders. 

Mr. Gatuoway. I don’t have any reasonable, doubt in my own 
mind; no, sir. 

Mr. Casey. You do not have any reasonable doubt as to the fact 
that the member lines of that conference knew exactly what you were 
going to testify to? 

Mr. Gatitoway. I wouldn’t go that far, sir. 1 think they knew, or 
should have, if they knew their subject at all, and 1 must assume 
that they knew the history and the testimony in 657. And | think 
that any answer that I gave here was attested to in 657. 

Mr. Casry. But you went beyond that. You even refreshed their 
recollection by distributing this memorandum indicating that, if vou 
came back, you were going to testify to what was testified to in this 
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docket 657, that you were going to testify to the fact that they were 
against the payment of broke rage. 

Now is there any reason to quibble on that? 

Mr. Gattoway. Not in my mind, sir. 

Mr. Casry. When you say “not in your mind,” I am trying to get 
your reflection of what transpired at that meeting. In other words, 
you were authorized by those member lines to come back and testify 
that they were against the payment of brokerage; were you not? 

Mr. Gatioway. I don’t think, if I put it in those words, that the 
motion that was passed would have been passed without some quali- 
fication. 

Mr. Casry. Give me a “Yes” or “No” answer to my question. 
Read the question back. 

(The question was read.) 

Mr. GatLoway. You say what was in their minds? 

L don’t know. 

Mr. Casry. Let me ask you this question: 

Were you authorized to come back and testify that they were against 
the payment of brokerage? 

Mr. Gatioway. I was, sir. 

Mr. THompson. What was your personal reaction, Mr. Galloway, 
when you learned about these telegrams? I assume you knew there 
had been 7 or 8 telegrams sent to “this committee refuting the testi- 
mony. What was your personal reaction when you learned about 
this? 

Mr. Gattoway. Mr. Chairman, I am sorry. I guess I am a little 
slow today. 

May I go back to Mr. Casey’s last question? I believe I may have 
improperly answered. 


Would you read Mr. Casey’s last question? 
(The record was read, as follows: ) 


Let me ask you this question: 

Were you authorized to come back and testify that they were against the pay- 
ment of brokerage? 

Mr. Ga.Lutoway. I was, sir. 


Mr. Gatioway. That is an incorrect answer. 

I was not directed to testify in that way. I was directed to testify 
as to the official position of the conference, which, through 657 and 
subsequent actions, had been one where the conference had been 
content to have a prohibition against payment of brokerage which 
saved them from themselves and from the operation of competition 
one member versus another. 

Mr. Warren. Did you interpret that as meaning that your lines at 
that time, namely, at the March 12 meeting, were against the payment 
of brokerage? What other interpretation could you give to it, Mr. 
Galloway? 

Mr. Gattoway. Well, [am afraid I am not in a position to interpret 
the statements, or even to interpret what was meant by some motions 
that are proposed, and actions that are taken by the conference. | 
try to understand the English language, but I don’t know that I 
understand the purpose always. 

Mr. THompson. Was your personal reaction when you learned of 
these eight telegrams what you have just indicated—that you wondered 
whether vou were really qualified to understand the English language? 
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Mr. Gattoway. That was one of them, sir. 

Mr. Casey. You know very well that the only conclusion that you 
could draw from the information that was given to these lines at that 
meeting, and the discussions that took place, and the motion that 
was made, and the vote that carried, was that you were authorized 
to come back and testify along the lines that you had indicated 
them you were going to testify to. There was no misunderstanding 
about the fact that that was to say they were against the payment of 
brokerage. Is that not a fair statement? 

Mr. Gatioway. If they understood the record, there certainly 
should be no misunderstanding. 

Mr. Casey. I will not follow this up, but do you know the two lines 
that voted against sending you back? It is pretty obvious to us 
which line was 1 of the 2 votes. 

Mr. Gattoway. I defer to your better judgment. I have been so 
lose to this work that I probably can’t see some of the trees. 

Mr. Casry. States Marine had a representative here at the hearing 
who stood up after you testified, and indicated that vou did not 
represent the views of that particular company. I would assume 
that they are one of the voting lines. 

Mr. GatLtoway. 1 would go that far, as to concede that they 
possibly were. 

Mr. Casry. So we have eight other lines running for the other 
vote. There are eight telegrams that did not even include States 
\farine. 

Mr. Gattoway. | believe that eight included the States Marine, 
of voting members. 

Mr. Warren. Mr. Galloway, is there any question as to what the 
position of the Pacific Westbound Conference was in docket 657? 

Mr. Gattoway. Would you please repeat that? 

The question was read.) 

Mr. Gattoway. The position. Is that your question? 

Mr. Warren. Yes. 

It was against the payment of brokerage. Is that correct? 

Mr. Gattoway. That is correct. 

[ believe that most of the current member lines’ representatives that 
attended the meeting were on the scene at the time of 657, and cer- 
tainly they should have full knowledge of it. 

Mr. WarrEN. Now, | want to emphasize this because | think it is 
very, very important. I am going to read back your testimony taken 
under oath. 

My question: 

Mr. Galloway, in regard to docket 657, I believe you have stated that your 
nes presently and currently endorse the position they took during the period 
1949, 1950, and 1951? 

Your answer was: 

\s I explained to you, I posed that as clearly to them as I could at the Monday 
eeting, and invited them to tell me if that was not true, and there was not any 
‘tion which changed that. 

Now, are you stating to this subcommittee that there is any question 
n your own mind that the member lines at that time did not know 
what you were coming back to testify about; namely, against the 
payment of brokerage? 
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Mr. Gattoway. There was no misunderstanding on my part. | 
don’t believe there was on theirs. 

Mr. Casey. Is there anything that you would care to change in the 
testimony that you gave previously at the March 15 meeting today? 

Mr. Gattoway. I am not under any direction to do that, and J 
would believe that my position is as Mr. Thompson has stated. 

I testified before, and that testimony was accepted by the committee 
as being the position of the lines unless they advised to the contrary. 
Some lines have advised to the contrary. I have nothing to add. 

Mr. Casey. Did you understand, when the committee indicated 
the record was open for lines to indicate to the contrary, that we were 
inviting these very lines which had authorized you to come back and 
state their official position to completely repudiate your testimony? 

Mr. Gatioway. I would like the first part of that question read. 

(The record was read.) 

Mr. Casey. In other words, is that your understanding of what the 
committee intended by its invitation to keep the record open? 

Mr. Gatitoway. It certainly was not my understanding; no, sir. 

Mr. Casry. In other words, we recognized when that invitation 
was made that you could not, and the lines could not, know in advance 
what questions we might ask, and the answers to those questions. 
The invitation had reference only to those incidental and minor as- 
pects of your testimony, certainly not to the main thesis, which was 
the question of whether you are for or against the payment of broker- 
age, a black-and-white proposition. 

Is that not a correct statement of the impression that was left with 
you as chairman of this conference? 

Mr. Gattoway. When I left this hearing it certainly was, sir. 

Mr. Casry. Have any of the representatives of the forwarders 
spoken to you since the meeting of March 15? 

Mr. Gatitoway. They have not, not about this subject, no, sir. 

Mr. Warren. For present purposes, let us leave the meeting of 
March 12. We know that on March 15, you appeared before this 
committee; I think the record speaks for itself as to what was stated 
by you under oath at that time. However, after March 15, what 
was the next official action taken by you in regard to this matter? 

Mr. Gatioway. Our regularly scheduled meeting was to be held 
on March 21, so that immediately that I received, “through the San 
Francisco office of conference counsel, a transcript, sent from Wash- 
ington, of my testimony, I caused this to be reproduced, and it was 
distributed to the membership the afternoon preceding the March 
21 regular meeting. 

Mr. Warren. What was the reaction at that meeting? 

Mr. Gatitoway. Well, there was considerable reaction. 

A number of the lines stated that they did not concur in my testi- 
mony; they did not agree with it. Most of the lines that made a 
statement in that veia did state, however, that they agreed that | 
had followed my instructions and had done the best I could in the 
situation. 

Other lines complimented me on my testimony. 

Mr. WarrEN. Was there any motion made at that meeting 
change the official position previously stated by you? 

Mr. Gattoway. No, there was no motion made. 

After considerable discussion 
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If you would care, I could read the minutes of that meeting. 

Mr. Warren. We would like for you to do so. 

Mr. GaLioway (reading): 

Having reference to report of Chairman Galloway concerning his appearance 
March 15, 1956, in Washington, D. C., before the special congressional sub- 
committee investigating the activities of foreign freight forwarders and brokers. 

After a lengthy discussion of all phases of this subject, it was regularly moved 
and unanimously carried that the matter be continued on the docket. 

That was the only ac tion taken. 

Mr. WarrEN. Mr. Galloway, do you have with you the minutes of 
the meeting of ak 12? If so, would you present them to the re- 
porter for incorporation into the record? 

Mr. Gattoway. My office informed me by a telegram, awaiting my 
arrival last night, that they were being airmailed special di livery. 
When I left the hotel at noon the »y had not arrived yet. I would 
imagine they will be there this afternoon. 

I will certainly pass them to the committee as soon as I receive them. 
I did not know they were desired. I left San Francisco before service 
of the subpena, to get here. 

Mr. THompson. To whom will those be addressed, Mr. Galloway? 

Mr. Gatioway. They are being sent to me at the Statler Hotel. | 
will personally pass the a to the committee. 

Mr. Warren. Mr. Galloway, you indicated that there was no 
motion made to change a official position at the subsequent meeting? 

Mr. Gattoway. That is right. 

Mr. WarREN. Was there any discussion whatsoever on the part of 
the membership to change the official position? If so, would you 
relate that. 

Mr. Gatioway. Part of the general discussion included the state- 
ment by at least several of the members that, whatever had transpired 
before that, it appeared evident now that the conference should deter- 
mine whether or not there was a changed position, and that a motion 
should be made to that effect. 

However, after further discussion that thought apparently was 
either lost or abandoned. There was no motion made. 

Mr. Warren. Then, even if it could be assumed that you did not 
have authority to state the official position as evidenced by the record 
of March 15, it could be reasonably assumed that your conference 
subsec uently acquiesced in this position by not taking any steps to 
officially change it. Would you say that that is a correct and fair 
statement? 

Mr. Gatioway. I can only confirm they took no further action. 

Mr. Warren. Now, was there any other meeting on the subject? 

Mr. Gattoway. Not specifically for this subject. 

On Friday, March 23, we had scheduled what we call a full confer- 
ence rate meeting to consider a rate report. That morning I had 
received the wire from Mr. Thompson which is the basis of my appear- 
ance here. So at the start of this meeting I read this wire to the 
membership. 

There was further discussion as to what now should be done, or 
should there be some motion passed at this meeting. And, after 
further discussion, it was again allowed to drop, and no action was 
taken. It was not a docketed subject. And, after the discussion had 
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run its course, we proceeded to the business for which the meeting had 
been called. 

Mr. Warren. Can you be more detailed as to the discussion which 
transpired at the meeting we are now talking about? 

Mr. Gattoway. May I refer to that? 

The tenor of the discussion appears to be largely one where indi- 
vidual lines each took the floor, up to 6, 7—I don’t know that there 
were 8, but up to maybe 6 or more of them—to state that my pre- 
vious testimony had not been in line with their company position; 
and that, if I was asked questions here, that I should make clear to 
the committee the fact that I was not speaking for these lines. 

I called to the membership’s attention the transcript of the previous 
hearing wherein Mr. Thompson stated that my answers would be 
accepted as the position of the lines except that, if any individual 
line had a different position, it was incumbent upon them to so inform 
the committee. 

The lines in their discussion indicated that some of them either 
had or intended to send a message to the committee. And I stated 
that the record would indicate that that was what had been invited, 
if they felt that way or if they had different views 

Mr. THompson. Does that not, in effect, put this committee night 
back in the same position that it found itself in at the hearings in 
San Francisco, so far as these eight lines that sent telegrams are 
concerned? 

Mr. Gattoway. I can only answer “Yes.”’ 

\fr. TuHompson. Then, actually, it could be shown that these com- 
panies did not act in good faith after having voted 13 to 2 to officially 
allow you to represent them on this major subject, and even to the 
extent of your apologizing i in their behalf for not having cooperated in 
San Francisco. Now, they have reverted to the same _ position. 
These are the same lines that expect the United States Government to 
help them and keep them from dying because of terrific competition 
overseas and undue domestic pressures. 

[s that not correct? Doesn’t that place this committee in that 
position? 

Mr. Gattoway. The committee, in my opinion, is in that position; 
ves, sir. 

Mr. THompson. Would you say that, to say the least, these lines 
acted in a very irresponsible manner in the entire context of what 
has transpired? 

Mr. Gattoway. I don’t believe I can say that. 

Mr. THompson. I withdraw my question, Mr. Galloway. 

Mr. Casey. After all, you work for them, Mr. Galloway. 

Mr. Gattoway. | have worked for them; yes, sir. 

Mr. Warren. L| believe that you have stated that Mr. Finnesey, 
of the American President Lines, and Mr. Middleton, of the De La 
Rama Steamship Lines, made and seconded the motion for you to 
come to Washington to state the official conference position, which 
position I believe you have again acknowledged was against broker- 
age. The thing | am getting at, Mr. Galloway, and which utterly 
perplexes me is: How can you reconcile the telegrams sent by these 
officials of the American President Lines and the De La Rama Lines 
which are directly contradictory to their own motion? 

Mr. Gattoway. | can’t answer that. 
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Mr. Warren. Do you have any opinion? 

Mr. Gattoway. No, sir. 

Mr. Casey. Do you know of any facts that might give the 
mittee any explanation whatever of that action? 

Mr. Gattoway. I do not. 

Mr. TuHompson. Are there any questions? 

Mr. Miller? 

Mr. Miter. | have no questions. 

Mr. Tuompson. Mr. Seely-Brown? 

Mr. Srety-Brown. | have no questions. 

Mr. THompson. Judge Chase? 

Mr. Cuase. In other words, am I to gather from your testimony 
that the member lines assumed that they could adopt a sort of a dual 
position? In other words, as members of the conference they were 
willing to go on record through your testimony that they were opposed 
to brokerage, reserving the right to take the opposition insofar 
they indiv idually were concerned? 

Mr. Gattoway. I don’t know if that is what they had in mind or not. 

Mr. Cuast. When you returned from Washington and discussed 
this with some of the members at this meeting, and you stated there 
was considerable discussion, | presume there was a little criticism of 
vour testimony? 

Mr. Gattoway. That is right. 

Mr. Cuasn. Did they indicate any valid reason why they should 
criticize your testimony? 

Mr. Gattoway. They were fearful, [ believe, most of them, that 


t 


com- 


as 


it would give the wrong impression as to the position they wanted to 


assume. 

Mr. Cuase. Did they indicate that they were under a misappre- 
hension as to the purpose of your trip back here to testify? 

Mr. Gattoway. No; I don’t believe anyone stated that. 

Mr. Cuase. They understood that you were going to testify 
regard to this main subject of payment of brokerage? 

Mr. Gattoway. That is right. 

Mr. Cuasse. And, you think they all understood that you were 
voing to tell this committee that it w as the position of the 
that the *y were opposed to brokerage? 

Mr. Gattoway. I believe they understood th: al 

Mr. Cuasr. You think they all understood that. They were 
laboring under any delusions? 

Mr. GaLtoway. | can’t say they all understood it because it carries 
with it the necessity of knowing something about the past background. 
The ‘re might be some that don’t know as much as I think they should 

snow, and I can’t say. 

Mr. Cuase. Were you specifically charged with having testified 
about something that they did not think you were going to testify to? 

Mr. Gattoway. No; | was not charged that way 

Mr. Cuase. Do you think that any of them thought that you let 
them down, or exceeded your authority, when you came back? 

Mr. Gattoway. I think I stated a moment ago that even some of 
my severest critics stated that I had done what I was instructed to do. 

Mir. Coase. That is all. 

Mr. Tuompson. Understand, Mr. Galloway, that this committee 
s not disposed to embarrass anyone. [, certainly, and 1 think I 


i 


with 


conference 


not 
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reflect the feeling of the members, am sorry that you find yourself 
in this embarrassing position. However, we are going to get to the 
bottom of these things, in one way or another. One way that we can 
do it is te get testimony under oath from qualified witnesses. 

There is one question that I would like to ask, and I think we all 
want to ask this question: 

Have any forwarders or brokers or their representatives contacted 
any of your niember lines subsequent to the giving of your testimony 
at our last meeting? 

Mr. Gatitoway. I have been informed by a number of my member 
lines that representatives of the forwarders were calling on the lines. 
I don’t know beyond these reports. 

Mr. Tuompson. Reports from whom? 

Mr. Gatuoway. From different member lines, from member 
lines’ representatives: Did I know that the forwarders were calling 
around? And I said “No, I didn’t,” but several of them told me that. 

Mr. THompson. Did they report or indicate to you in any way 
what type of message these people were carrying? 

Mr. Gattoway. No; in the different ways it was expressed, that 
wasn’t made too clear. 

Mr. Tuompson. Did you feel from these reports that pressures 
were being exerted to cause these wires to be sent? 

Mr. Gattoway. You say: Did I think? 

Mr. Tuompson. Did you feel that? 

Mr. Ga.tutoway. I personally couldn’t come to any other conclusion, 
personally. 

Mr. Tuompson. But, to your own knowledge, you do not know of 
any? 

Mr. Gatioway. I don’t know. 

Mr. Tuompson. Do you have any questions, Mr. Bonner? 

The CuarrMan. No. 

Mr. Casey. You do know, however, that the contacts that these 
forwarders made were not just routine contacts for business, but had 
reference to the appearance that you made before this subcommittee? 

Mr. Gatioway. That was the way the messages were given to me, 
that followed my testimony back here. 

Mr. Tuompson. If there are no further questions, I think that will 
be all. As the Chair has stated, we do not wish to embarrass you. 
We feel very kindly toward you and appreciate the testimony that 
you gave. 

Mr. Gattoway. I appreciate your kind remarks, Mr. Chairman. 
Personal embarrassment is not important. I have a job to do and 
I do the best I can. I told my members not to worry about my 
feelings, that I was expendable. Many of them said I wasn’t. | 
hope they feel that way. 

Mr. TuHompson. Thank you, Mr. Galloway. 

Mr. Tuompson. Is Mr. William A. Brenner, here? 

Mr. Brenner, will you raise your right hand? 

As to the testimony you are about to give, do you swear to tell the 
truth, the whole truth, and nothing but the truth, so help you God’ 

Mr. Brenner. I do, sir. PReee otis 

Mr. Tuompson. Be seated, please, andJstatefyourfname and 
affiliation to the reporter. 
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TESTIMONY OF WILLIAM BRENNER, OWNER, J. E. LOWDEN CO., 
SAN FRANCISCO, CALIF., AND PRESIDENT, PACIFIC COAST 
CUSTOMS & FREIGHT BROKERS ASSOCIATION—Resumed 


Mr. Brenner. My name is William Brenner, B-r—e—n-n-e-r. I 
am the owner of J. E. Lowden Freight Brokers & Forwarders. I am 
also the president of the Pacific Coast Customs «& Freight Brokers 
Association. 

Mr. THompson. If it is the pleasure of the subcommittee, I think, 
to save time, counsel will be allowed to ask certain questions, and the 
members may then ask questions. 

Will you proceed? 

Mr. Warren. Mr. Brenner, would you relate to the subcom- 
mittee your official position in representing the Pacific Coast Freight 
Forwarders & Brokers? 

Mr. Brenner. I am not representing the Freight Forwarders & 
Brokers. 

Mr. WarrEN. Are you an officer of that association? 

Mr. Brenner. The Pacific Coast Freight Forwarders. 

Mr. Warren. And your title? 

Mr. Brenner. President. 

Mr. WarREN. Is the Pacific Coast Brokers Association affiliated 
with any other associations on the west coast? 

Mr. Brenner. The Los Angeles Customs «& Freight Brokers 
\ssociation. 

Mr. WarreEN. Is that the only association? 

Mr. BRENNER. Yes, sir. 

Mr. WarrEN. How about the Puget Sound Association? 

Mr. Brenner. Well, that is a division of Pacific Coast Customs & 
Kreight Brokers’ Association. That is allone. ‘The Los Angeles is a 
separate division. 

Mr. WarrEN. Have you ever represented the two associations in 
any previous action? 

Mr. Brenner. The Pacific Coast Customs & Freight Brokers 
Association had represented the Pugent Sound, Columbia River, and 
the northern California division. 

Mr. Warren. On what occasion? 

Mr. Brenner. In the last subcommittee hearing, when the hearing 
vas in San Francisco. 

Mr. WarrEN. When so acting, do you act upon matters of policy 
that confront the forwarding industry? 

Mr. BRENNER. Yes. 

Mr. WarrEN. What subject would that policy concern? 

Mr. Brenner. Well, it could be on any matter whatsoever. 

Mr. Warren. It could relate to the desirability of paying broker- 
age; is that correct? 

Mr. Brenner. Oh, yes; but I am not here on behalf of the associa- 
tion—you understand that? 

Mr. WarrkEN. I understand that, sir. I am simply trying to get 
some of your background. Does the Pacific Coast Forwarders and 
Brokers’ Association represent the majority of forwarders and brokers 
on the Pacific coast? 

Mr. Brenner. Yes, they do. 
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Mr. Warren. I take it that the three associations represent all of 
the forwarders on the west coast, with minor exceptions. 

Mr. Brenner. There are only two associations—that is the Los 
Angeles and the Pacific coast. 

Mr. THompson. Normally, what is your authority as president of 
the Pacific Coast Forwarders? 

Mr. Brenner. The authority is Puget Sound, Columbia River, 
and the northern California division. 

Mr. Tuoompson. I am_ speaking of the limitations of your 
responsibilities. 

Mr. Brenner. What? 

Mr. THompson. I am speaking of the limitations of your authority 
and responsibility, as their President. Normally, you represent them 
in what matters? 

Mr. Brenner. Any and all matters. 

Mr. THompson. Then, why can you not represent them in the 
matters before this subcommittee? 

Mr. Brenner. Well, because they really had nothing to do with it. 
1 received a telegram from the chairman to appear here. I was 
subpenaed and | just appeared. That is all. 

Mr. THompson. That is correct. I was merely curious as to why 
the powers of the president were not broad enough to represent the 
policies and views of the association, before this committee, when 
normally you do so on other occasions. 

Mr. Brenner. Well, usually you have a meeting on everything 
and, in this particular case, where you are subpenaed, I guess we didn’t. 

Mr. THompson. Did you get special permission ‘from them to 
represent them at the San Francisco hearing? 

Mr. Brenner. No, sir. 

Mr. THompson. Then, do you feel that you need it now? 

Mr. Brenner. No, sir. 

Mr. THompson. Then, why don’t you now choose to represent 
the people whom you represent, as president, on most other occasions? 

Mr. Brenner. Well, I will represent them, if you want me to, and 
I think it would be all right. 

Mr. THompson. Then, I think he can be asked questions as a 
representative of the industry. 

Mr. Warren. How many members does the Pacific coast associa- 
tion comprise, and, secondly, how many members does the Los Angeles 
association comprise? 

Mr. Brenner. The Pacific coast division—I don’t have the records 
here, but I would say about 40, possibly 50. 

The Los Angeles, I would say about 30. 

Mr. WarreEN. Since the testimony of Mr. Galloway on March 15, 
have you personally visited any steamship lines on the Pacifie coast? 

Mr. Brenner. No, sir. 

Mr. WarrEN. You have not? 

Mr. Brenner. Since March 15? I am in their offices on oceasions. 

Mr. Warren. Now, let us be specific. Did you visit, subsequent 
to March 15, the office of the Knutson Line? 

Mr. Brenner. No, sir. 

Mr. Warren. You did not? 

Mr. BrenNER. No, sir. 

Mr. Warren. Did you telephone that line? 
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Mr. BRENNER. Yes, sir. 

Mr. Warren. To whom did you speak? 

Mr. Brenner. I endeavored to talk to 

Mr. Warren. Was it Mr. Harris? 

Mr. BRENNER. Yes. 

Mr. Warren. You did talk to Mr. Harris? 

Mr. Brenner. Yes, sir. 

Mr. Warren. Over the telephone and subsequent to March 15? 

Mr. BRENNER. Yes, sir. 

Mr. Warren. Would you relate the substance of that conversation? 
Just why did you call him? 

Mr. Brenner. Well, could I start from the beginning, and tell 
vou just what happened? 

Mr. THompson. Start at the beginning of this telephone conversa- 
tion, please, and remember that you are “under oath. This is a very 
important matter. As the chair has stated, this subcommittee is 
beginning to tire of losing time unnecessarily in these hearings. 

Start at the beginning of the telephone conversation. 

Mr. Brenner. All right. 

I called Mr. Harris and asked him if he had read the Pacific Shipper 
or had seen the testimony of Mr. Galloway, and he said no, he hadn’t, 
and I asked him where his superior was, Mr. Godwin, and he said he 
was out of town. 

I asked him where Mr. Melindy was, who attended the conference 
meetings, and he said he was out of town. 

I thought that I told him that this was a very important matter 
to us, it was my understanding, after I listened to the testimony—\Ir. 
Townsend gave us a brief résumé of what had happened at the meeting 
on the 15th, which was very discouraging to me, and it was dis- 
heartening, and I knew that many of the lines were in favor of the 
payment of brokerage. They have always said that we have done 
a good job for them. 

Mr. Casey. How much of this is telephone conversation and how 
much are you saying? 

Mr. Brenner. Every bit of it. 

Mr. Casey. Did you tell all of these things to Mr. Harris? 

Mr. Warren. Did you relate to Mr. Harris these matters you are 
now discussing? We are now talking about a particular telephone 
conversation. 

Mr. Brenner. Yes, I believe I did, and then I told Mr. Harris—he 
said he knew nothing about it, he didn’t attend the meetings, and I 
asked him wouldn’t he please call Mr. Godwin and explain the situation 
to him, and it was my understanding that the subcommittee had 
left the door open if they wanted to refute the testimony given by 
Mr. Spaulding and Mr. Galloway. 

He said that he would be very glad to get in touch with Mr. Godwin 

I have never heard—I didn’t contact him again. 

Mr. Warren. Mr. Brenner, did you suggest to Mr. Harris or to 
Mr. Godwin that they communicate and declare themselves to this 
committee in favor of brokerage? 

Mr. Brenner. If they were in favor of it. 

Mr. Warren. Did you indicate that they were to declare them- 
selves in favor of brokerage? 

Mr. Brenner. No, sir. No, sit 
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Mr. Warren. You mentioned a minute ago that these people had 
told you previously that they had favored brokerage. Had Mr. Harris, 
of the Knutson Line, indic ‘ated that to you prev iously? 

Mr. Brenner. I can’t say that he did. I said that many, many, 
people in the Westbound Conference, have always told us that they 
were in favor. 

Mr. Warren. But Mr. Harris had not, nor had the Knutson Line, 
had they? 

Mr. Brenner. I don’t know that they did. I can’t say. 

Mr. Warren. Then, the purpose of your telephone call was to com- 
municate this information for them to submit to the subcommittee; is 
that a fair statement? 

Mr. Brenner. If that is what they wanted. If they wanted to 
refute the statement, that was up to them. I phoned everybody. 

Mr. Cassy. You phoned each 1 of the 15 lines? 

Mr. Brenner. I phoned all of the lines. 

Mr. Casry. Did you also phone the associate lines? 

Mr. Brenner. Some of them. 

Mr. Casey. But, all 15, anyway? 

Mr. Brenner. I won’t say all 15. 

Mr. Casey. Ww as your conversation with each of these lines some- 
what the same? Did you follow the same procedure, in each case? 

Mr. BreNNER. Yes, more or less. 

Mr. Casry. Do you have notes with you as to which lines you had 
other conversations with? 

Mr. Brenner. No. 

Mr. Casry. You have some notes there; do you not? 

Mr. Brenner. No, sir. 

Mr. Casry. Do you have some notes there about your conversa- 
tions? 

Mr. Brenner. No, sir. 

Mr. Casey. To what were you referring a minute ago? 

Mr. Brenner. I just wanted to tell you the story. 

Mr. Casry. You had something in your lap that you were referring 
to. 

Mr. Brenner. I have nothing—my brief case. 

Mr. Casry. Does the calendar refresh your recollection as to when 
you might have had the conversations? 

Mr. Brenner. No; I am just keeping track of the dates here. 

Mr. Casry. Did you suggest to any of these lines that, if they did 
not communicate the view to this committee that they were in favor 
of the payment of brokerage—— 

Mr. Brenner. No, sir. 

Mr. Casey. You do not know what I am going to say to you? 

Mr. Brenner. No. 

Mr. Casry. You have an idea? 

Mr. Brenner. I have an idea. 

Mr. Casry. You have a real good idea? 

Mr. Brenner. I have a real good idea. 

Mr. Casry. That is, that it would affect the future business rela- 
tions of their company with the freight forwarders? 

Mr. Brenner. Absolutely not. 

Mr. Casry. Did you know that that was what I was going to ask 
vou? 
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Mr. Brenner. No. 

Mr. Casry. What did you think I was going to ask you? 

Mr. Brenner. Whether there was any coercion of any kind, and 
there wasn’t. 

Mr. Casry. That would be coercion, if you asked it. 

Mr. Brenner. Certainly. 

Mr. Cassy. Did you volunteer the services of Mr. Townsend to 
help prepare any communications to this subcommittee? 

Mr. Brenner. No, sir; I did not volunteer. 

Mr. Casry. Did you mention Mr. Townsend? 

Mr. Brenner. Yes. 

Mr. Casry. How did you mention him? 

Mr. Brenner. Mr. Finnesey of the American President Lines, 
after I called him and told him, read him the Pacific Shipper and 
asked him whether he had read the testimony, he said ‘‘No,’’ he hadn’t, 
and he would be very glad to look at it. 

I asked him if his views were the same as those in the Shipper and 
he said, “‘Well, he didn’t know what was in there, and he would let 
me know.” Late in the afternoon on Monday—that is why I wanted 
this calendar out—on Monday the 26th he called me back. 

Mr. TownsEnp. I am sure that is an error. That was yesterday. 

Mr. Tuompson. The witness will answer the questions. If the 
witness would like to have counsel seated beside him, he may. 

Mr. Brenner. That was the 19th. Mr. Galloway said that he 
was going to send a wire to the subcommittee. 

Mr. Casry. Mr. Finnesey? 

Mr. Brenner. Mr. Finnesey would send a wire to the subcom- 
mittee stating that their views differed from Mr. Galloway’s. That 
was about 4:30 in the afternoon. 

He, incidentally, said before he did that he wanted to get Killion’s 
permission. Mr. Killion is the president of the American President 
Lines. He got the permission. He was going to send the telegram, 
and he asked, he said, ‘‘Perhaps you can help give us a little informa- 
tion.” 

With that, I said, ‘‘Yes, we will be very glad to do it” and then I 
called Mr. Townsend and asked if he wouldn’t get some information 
together so I could give it to Mr. Finnesey. 

Mr. Casey. Let me get this right. You want the subcommittee 
to believe that this suggestion about help in preparing this reply 
came first from Mr. Finnesey, and not from you? 

Mr. BrenNER. Yes, sir. 

Mr. Casry. Are you sure of that? 

Mr. Brenner. Positive. 

Mr. Casry. And you realize that that means that you did not 
suggest to Mr. Finnesey that, if he needed help, Mr. Townsend would 
be glad to help him prepare the reply? 

Mr. BrenneER. I definitely say that I didn’t suggest it to him at all. 

Mr. Casey. You talked to Mr. Gmelch of the Pacific Far East Line? 

Mr. BRENNER. Yes, sir. 

Mr. Cassy. Did you make that suggestion to Mr. Gmelch? 

Mr. Brennen. I offered it, and he welcomed the suggestion. 

Mr. WarrEN. Did you make the suggestion? 

Mr. Brenner. I said “If we can help you in any way whatsoever, 
we will be glad to.”’ 
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Mr. Warren. You went to PFEL first; is that right? 

Mr. Brenner. | started in at 9:30 in the morning, when I read the 
Pacific Shipper, and that got me started. 

Mr. Warren. Did you start with the PFEL? 

Mr. Brenner. I started with the American President Lines first. 

Mr. Warren. You have just told us that Mr. Finnesey started 
with you. 

Mr. Brenner. What do you mean, Mr. Finnesey started with me? 
I phoned the American President Lines first, and I went right down 
the line, as many as I could call, and nobody would tell me anything, 
nobody had read the testimony, nobody had seen any testimony, and 
no one would commit themselves. 

Mr. THompson. Do you normally furnish free service of counsel to 
the steamship companies? 

Mr. Brenner. Not unless they ask for it. 

Mr. THompson. Do you ever suggest that your attorneys are 
available to them for purposes of wording some tricky document? 

Mr. Brenner. No, not unless somebody asks for it. 

Mr. THompson. Have they ever asked for such services from your 
counsel in any other instance? 

Mr. Brenner. No. Possibly it was just that Mr. Finnesey said, 
“Well, we may ask you to give us a hand with this. Wes: are going to 
send a telegram, and maybe you can give us a hand with it. 

Mr. Tuompson. Then, are vou saying that you did suggest to the 
other lines that the services of vour counsel would be available? 

Mr. Brenner. Yes. 

Mr. Tuompson. What possessed vou to think that these companies, 
who have competent counsel themselves, would require the services 
of your counsel to word a wire simply refuting certain testimony. 

Mr. Brenner. Well, it was only after he ‘said he would send the 
telegram that I said “If we can help vou in any way, we will be very 
glad to.”’ T didn’t suggest counsel at all. 

Mr. THompson. Did Mr. Finnesey indicate to you that he would 
send a telegram, prior to any suggestion on your part that the testi- 
mony be refuted? 

Mr. Brenner. He indicated in the morning—he told me he 
wouldn’t commit himself whatsoever. 

Mr. THompson. So you did call and ask him a question; he would 
not commit himself in the morning? 

Mr. Brenner. I called him in the morning to ask him about 
whether or not he had agreed with the testimony as given. 

Mr. Tuompson. You said he refused to commit himself, in the 
morning, in any way whatsoever? 

Mr. Brenner. He did. 

Mr. Tuomeson. This subcommittee can only assume that a proposi- 
tion was put to him to cause him to refuse to commit himself. 

Mr. Brenner. No; he wanted to read the testimony first. 

Mr. Miiuer. Will the chairman yield there? 

Mr. THompson. Yes. 

Mr. Mitier. Just to keep my notes straight, because I am con- 
fused—I made some notes where you said you first talked to Mr. 
Finnesey at 4:30 p. m, 

Mr. Brenner. No, no. 
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Mr. Miter. Wait a minute. First, you said the 26th, and then 
somebody in the back of the room corrected it to the 19th. a notes 
then read that, when you talked to Mr. Finnesey at 4:30 p. m. on the 

19th, he wanted to get Mr. Killion’s permission before he woud give 
vou an answer. 

Mr. Brenner. May I correct it, then? 

Mr. Miuter. | want to get it correct, yes 

Mr. Brenner. I would like to correct it. If I said that—I don’t 
know that I did. 

Mr. Mituer. Well now, I know that vou did, but go ahead. 

Mr. Brenner. I first contacted Mr. Finnesey 

Mr. Minuer. Let us keep this record straight. When did you 
ontact Mr. Finnesey? Start over again. 

Mr. Brenner. This was approximately 9:30 a. m 

Mr. Miuuter. When? 

Mr. Brenner. On Monday the 19th. 

Mr. Miter. All right. It was 9:30 a. m. on Monday the 19th. 

Mr. Brenner. Then he wouldn’t commit himself. He wanted to 
see the testimony. He wanted to find out. 

Mr. Miuurr. He would not 

Mr. THompson. He would not commit himself to what, Mr. 
Brenner? 

Mr. Warren. He would not commit himself to what? 

Mr. Brenner. | asked him whether or not the testimony as given 
by Mr. Galloway were his views. He said he didn’t know what was 
in the testimony, and I said, ‘‘Well, look, it’s my understanding that, 
if those are not your views, the subcommittee has left open the door, 
and you can change or you can refute anything that Mr. Galloway 
has said.’ 

Mr. THompson. Then you did suggest to him that he send a com- 
munication, and it was not he who stated he would send a wire fol- 
lowing your suggestion? 

Mr. Brenner. I asked him if those were not his views would he 
send a telegram to the subcommittee stating his views. 

Mr. THompson. Now, Mr. Brenner, just a few moments ago you 
stated that you did not offer any help of your counsel until Mr. 
Finnesey suggested that he would send a telegram. Then you 
offered assistance. Now you say that when you suggested that he 
send a wire, he would not commit himself. 

Mr. Brenner. We are still talking about 9:30 a. m., is that right, 
sir? He wouldn’t commit himself at all. He said, “I will let you 
know. I want to see the testimony. I want to find out what this is 
all about.” 

Then I proceeded about my business and I called a#—many of the 
other lines. 

Mr. Miiiter. What was the second line you called? 

Mr. Brenner. I believe it was—I would say it was the Pacific 
Far East—and I called all of them, right down the line, as many as 
| called. 

Then, about the first return call I had, I believe, was from Mr. 
Finnesey, and that was about 4:30 in the afternoon. 

He then told me he was going to send a-telegram, as I had asked, 
if his views were different than that of Mr. Galloway’s. Then he 
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said something—of course, he had to get permission from Mr. Killion, 
before he would send a telegram. 

Mr. Mixer. He had not gotten permission from Mr. Killion up 
to 4:30 when he returned your call? 

Mr. Brenner. Yes; he had it then. When he called me, he had 
permission from Mr. Killion to send the telegram. 

Mr. Miuier. That was when you offered Mr. Townsend’s services? 

Mr. Brenner. Then he said to me, “Maybe you can help us frame 
something up” and I said I would be very glad to help if I can. 

Mr. Mititer. Was that when you offered Mr. Townsend’s services? 

Mr. Brenner. I didn’t offer Mr. Townsend’s services. I just 
called Mr. Townsend and asked him if he wouldn’t get something 
together. 

Mr. Tuompson. By his suggestion that you could help him frame 
such a telegram, would you consider that as meaning that he had suc- 
cumbed to your desires and said: “All right, you write it. You are 
the boss?” 

Mr. Brenner. No, I didn’t think so. 

Mr. Tuompson. Does he usually suggest that you can frame their 
communications? 

Mr. Brenner. No, I think it just came out—would we help him? 
And I said “Sure.” 

Mr. THompson. Did Mr. Townsend actually help frame the wire? 

Mr. Brenner. I don’t know that he did. No, he didn’t. Mr. 
Townsend framed up a telegram, and he gave it to Mr. McCarthy 
and myself, and I think Mr. McCarthy—they went over to Mr. 
McCarthy’s office and picked it up. 

Mr. THompson. Who went over to Mr. MeCarthy’s office? 

Mr. Brenner. I think one of Mr. Finnesey’s men, Mr. Faggiano. 

Mr. THompson. Then this telegram was actually framed by Mr. 
Townsend? 

Mr. Brenner. Not that telegram. Some of it was. 

Mr. THompson. A general guide to what should be indicated? 

Mr. Brenner. It was a guide, yes. 

Mr. THompson. The telegram was sent to Mr. McCarthy’s office, 
and there, Mr. Finnesey sent for the guide? 

Mr. BrenNER. Yes. 

Mr. THompson. Was that at the invitation of Mr. McCarthy or at 
your suggestion? 

Mr. Brenner. No. It so happened that I was in Mr. Townsend’s 
office, and so was Mr. McCarthy, and Mr. McCarthy got a copy of the 
telegram and I got a copy of it, and Mr. Faggiano originally came to 
my office for the telegram before he went to his meeting, and I told 
him I didn’t have it, and that I would see that he got it somehow. | 
told him I was going to see Mr. Townsend and Mr. McCarthy was 
there, and their office is right across the street, and he said, well, he 
would take it up to Mr. McCarthy. 

Mr. THompson. Was this conversation with Mr. Finnesey’s repre- 
sentative after you had been with Mr. McCarthy and Mr. Townsend’? 

Mr. Brenner. No; that was before. 

Mr. THompson. Were you surprised at the testimony Mr. Galloway 
gave? 

Mr. Brenner. I was very disheartened and disappointed, exceed- 
ingly so. 
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Mr. Tuomrson. Were you surprised? 

Mr. BRENNER. Yes, I was surprised. 

Mr. THompson. Had you and Mr. Townsend discussed the testi- 
mony that was to be given that day, prior to the meeting? 

Mr. Brenner. Did we discuss it? 

Mr. Tuompeson. Did you discuss the subject matter of the testimony 
and the fact that Mr. Galloway was authorized to speak for his mem- 
ber lines? Had you discussed that with Mr. Townsend prior to 
having heard that? 

Mr. Brenner. No. 

Mr. Tompson. You had not, and you were surprised at the 
testimony? 

Mr. Brenner. Well, I was sure that the member lines would not— 
it was very, very disheartening to me. 

Mr. Tompson. And surprising? 

Mr. Brenner. And surprising. 

Mr. Warren. In regard to the proposed conference agreement, did 
you suggest to Mr. Finnesey or any representative of the American 
President Lines that they should include in the telegram approval 
of that agreement? 

Mr. Brenner. Did we what? Did we suggest the approval of it? 

Mr. Warren. Did you suggest to Mr. Finnesey that he should 
include in the telegram approval of the proposed forwarder’s agree- 
ment? 

Mr. Brenner. I believe there was something in the telegram; yes; 
that Mr. Townsend framed. 

Mr. Warren. Did you suggest to him or to any representative of 
APL that approval be expressed? 

Mr. Brenner. No; I didn’t suggest anything. 

Mr. Tuompson. Did the telegram framed by your counsel include 
something to that effect? 

Mr. Brenner. Yes, I believe it did; yes. 

Mr. WarreEN. Mr. Brenner, I take it that you went to the Pacific 
Orient Express Lines; is that correct? 

Mr. Brenner. I phoned everybody. 

Mr. WarrREN. Yes. 

Mr. BRENNER. I didn’t go there. 

Mr. Warren. Whom did you talk to in that line? 

Mr. Brenner. I talked to Mr. Fraiser. 

Mr. WarreEN. What did you tell Mr. Fraiser? 

Mr. BRENNER. Substantially the same as I told the rest of them. 

Mr. Warren. Did you offer the services in any respect of Mr. 
Townsend to Mr. Fraiser? 

Mr. Brenner. I didn’t suggest Mr. Townsend whatsoever. 

Mr. Warren. You did not mention Mr. Townsend, is that correct? 

Mr. BrennNeER. Yes; that is correct. 

Mr. Warren. Did you offer to participate in the drafting in any 
manner whatsoever of any communication to this subcommittee? 

Mr. Brenner. If we could help them, I would be very glad to lend 
any assistance possible. That was the text of the whole thing. 

Mr. Warren. Did you tell Mr. Fraiser that his line should declare 
itself favorably to this subcommittee on the subject of brokerage? 

Mr. Brenner. No, sir. 

Mr. WarrEN. Did you indicate it by inference? 
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Mr. Brenner. No, sir. 

Mr. Warren. Did you indicate to Mr. Fraiser that his line should 
declare itself to this subcommittee? 

Mr. Brenner. If their views were not in accord with Mr. Gallo- 
way’s testimony, I would be very happy if he would send a telegram 
to the subcommittee stating his views. 

Mr. Casey. Did you represent the association in these contacts 
with the lines? 

Mr. BrenNeERr. No, sir. 

Mr. Casry. You were acting solely in a personal capacity? 

Mr. BRENNER. Yes, sir. 

Mr. Casey. Is that not a rather unusual procedure? 

Mr. Brenner. | don’t know. 

Mr. Casry. Were you in your office at the time you made these 
calls? 

Mr. Brenner. Pardon? 

Mr. Casry. Were you in your office at the time you made these 
calls? 

Mr. Brenner. I was in my own office; ves, sir. Before I made any 
calls, | called Mr. Townsend and I told Mr. Townsend my views, and 
he said “Well” 

Mr. Casry. Your views on what? 

Mr. Brenner. On this testimony, and the Pacific Shipper, when | 
saw that on Friday—on Monday, rather, it made me pretty mad. 

Mr. Casry. Let us forget the Pacifie Shipper. When did Mr 
Townsend first contact you when he returned to San Francisco after 
the hearing of March 15? 

Mr. Brenner. He contacted us the following day, on the 16th. 

Mr. Casry. That was a Friday? 

Mr. Brenner. That was a Friday, and he gave us a résumé of the 
testimony and, as I say, it was very disappointing to me. It was 
very disheartening to me and he did say, however, that the subcom- 
mittee left the door open. 

Then nothing was done until Monday morning. When I picked 
up the Pacific Shipper, I called him immediately and I asked him 
why—-what my intentions were, and he said ‘‘That is up to you.” 

Mr. Casry. You asked him what your intentions were? 

Mr. Brenner. I told him what my intentions were. 

Mr. Casry. What were they? 

Mr. Brenner. To phone around to all the steamship companies 
and let them know that, if they agreed with Mr. Spaulding and Mr. 
Galloway, all right; if they didn’t, I was going to ask them to send a 
telegram to Mr. Thompson of the subcommittee. 

Mr. THompson. You say vou were pretty mad at that time? 

Mr. Brenner. Yes, sir. 

Mr. THompson. So those conversations merely were: “If you are 
so disposed to disagree with Mr. Galloway, I suggest vou could send 
a wire.”’ Was that their essence? 

Mr. Brenner. I| think the answer is “Yes” to that. 

Mr. THompson. You did not indicate any means of compulsion 
whatsoever? 

Mr. Brenner. No. 

Mr. THompson. How many accounts do you have in your business? 

Mr. Brenner. Oh, I would say roughly about maybe 20, 25 
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Mr. Tuompson. Do you book shipments on every one of the lines 
represented in that conference? 

Mr. BRENNER. Yes. 

Mr. Warren. Every one of them? 

Mr. Brenner. Well, yes—I think we do. I think we do. 

Mr. Casey. I think you said a minute ago, Mr. Brenner, that you 
made these telephone calls from your own office, is that right? 

Mr. BRENNER. Yes, sir. 

Mr. Casry. During business hours? 

Mr. Brenner. Yes, sir. 

Mr. Casey. Using the company’s telephone? 

Mr. BRENNER. Yes, sir. 

Mr. Casry. And you identified yourself to each of these people 
that you called as Mr. Brenner? 

Mr. Brenner. Mr. Brenner; yes, sir. 

Mr. Casry. Did you tell them that you were not calling on behalf 
of the forwarders, but merely as a private individual? 

Mr. Brenner. I believe I did. 

Mr. WarREN. You believe? 

Mr. Casry. Are you sure of that or not? 

Mr. BRENNER. | am pretty sure I did. I am pretty sure I did, 
because I was not authorized to speak for anybody else but myself. 

Mr. Tuompson. Did you indicate to these people that you knew 
what the feeling was in this connection in the forwarding business? 

Mr. Brenner. Well, I knew they would feel the way I did, but | 
didn’t bring that into it at all. I was speaking for myself alone. 

Mr. THompson. Did you indicate that? 

Mr. Brenner. Yes, sir. 

Mr. Tuompson. And you clearly told them that you were speaking 
only for your J. E. Lowden Co.? 

Mr. Brenner. As far as I was concerned, I was speaking for 
myself and myself alone. 

Mr. THompson. Did you so indicate that in any of these conversa- 
tions? 

Mr. BRENNER. I am sure I did. 

Mr. Casry. Now you spoke to Mr. Townsend prior to the time you 
made these telephone calls? 

Mr. Brenner. Yes; I called him first. 

Mr. Cassty. Mr. Townsend is counsel for that conference? 

Mr. Brenner. He is counsel for the Pacific coast and the Los 
Angeles customs freight brokers. 

Mr. Casry. What conversation did you have with Mr. Townsend 
at that time? 

Mr. Brenner. I called him and told him about this piece in the 
Pacific Shipper, and I said that I intended to call the lines and ask 
them if they agreed with the testimony that was given by Mr. Gallo- 
way, and if, as the Shipper states, Mr. Galloway’s conference opposed 
the payment— it said they pay brokerage now only for competitive 
reasons. They further want to state that these payments are neces- 
sary and a waste of carriers’ funds—I told him, “I don’t think that I 
am going to take it lving down, because many of the lines—I would 
sav most of them, but many of them have always said that we render 
them a good service, and they are glad to pay us brokerage.”’ 
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Mr. Casry. Now, Mr. Brenner, what advice did Mr. Townsend 
give you at that time, or did you ask him for advice? 

Mr. Brenner. | didn’t ask him. I told him what I was going to 
do, and I said, “Is there any reason why I can’t do it.’”’ He said, 
“Well, that is up to you. You do what you want.” 

Mr. Casry. Did you ask him for legal advice on your activities in 
this area? 

Mr. Brenner. No, I didn’t ask for any legal advice. I just told 
him what I intended to do. He said “‘Well, if you want to do it, you 
do it.” 

Mr. THompson. When you asked Mr. Townsend to frame a sug- 
gested wire, did he agree to do it? 

Mr. Brenner. Yes. 

Mr. Tuompson. Did you ask him in the capacity of president of the 
association? 

Mr. Brenner. No, sir. No, sir. I asked him on my own behalf. 
The association didn’t enter into it. 

Mr. THompson. When you have a personal problem in your com- 
pany, the J. E. Lowden Co., are the services of Mr. Townsend available 
to you on those problems? 

Mr. Brenner. If I pay for them, yes. 

Mr. Tuompson. Did you pay Mr. Townsend for framing this wire? 

Mr. Brenner. No, sir; not yet. 

Mr. Tuompson. Do you intend to pay him? 

Mr. Brenner. Well, if he sends me a bill, I will. 

Mr. THompson. You are acting more or less in Jekyll and Hyde 
fashion. If you get away with it, fine: if you don’t, you pay. 

Mr. Brenner. I have paid Mr. Townsend other bills that had 
nothing to do with the association. 

Mr. TuHompson. At this point, do any members have questions? 

Mr. Miuurr. Yes; I have. 

Mr. Cuase. Yes. 

Of course, you paid for the telegrams yourself, I assume, out of 
your own pocket? 

Mr. Brenner. Oh, no, sir. 

Mr. Cuasr. Who paid for them? 

Mr. Brenner. The telegrams that were sent to the committee? 

Mr. Cuase. Yes. 

Mr. Brenner. Well, I don’t know. 

Mr. Cuase. Mr. Townsend did not pay for them? 

Mr. BRENNER. No, indeed not. 

Mr. THompson. Mr. Miller. 

Mr. Miuuer. Did you, at the time you talked to APL or any of 
the other representatives of the companies, by indirection or direction 
or innuendo indicate to them that, if these telegrams were not sent 
or a protest was not lodged with the committee, they may not be in 
a favorable position as far as you giving them any further business is 
concerned? 

Mr. Brenner. No, sir; absolutely not. 

Mr. Miiuer. You are sure of that? 

Mr. Brenner. I am positive. Can I go on? There is one line | 
called, a Mr. Bargonis, of the Trans-Pacific Transportation Co. | 
asked him the same questions and put it to him in the same identical 
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manner. The pattern was all the same. He said, well, he wanted 
to read the testimony, and he just didn’t know. 

He called me back the following day, or whenever it was and said, 
“Bill, 1 am sorry. We are not sending any telegram.’”’ And I said 
“All right, Mr. Bargonis. Thanks for calling me back.”’ 

Mr. Mituer. “I will remember.” Is that what you said to him? 

Mr. Brenner. No. No. 

Mr. Miter. Are you sure that you did not say that? 

Mr. Brenner. You can call him on the telephone, and he will get 
just as much business. 

Mr. Miuier. You admit that you got pretty mad. Apparently 
you were very mad that morning, were you? 

Mr. Brenner. | was mad that morning, believe me. 

Mr. Mitier. You were mad that morning, and do you remember 
all of the things, in this frame of madness, that you said or might 
have said? 

Mr. Brenner. Pretty well, and Mr. Bargonis will tell you, for one, 
that we are friendly with everyone and we will give him just as muc ‘h 
business as we have ever given him. 

Mr. Tuompson. You admit that you were pretty mad. You have 
admitted to that. You said, too, that you were not going to take 
this lying down. Then, in very academic fashion, you merely called 
the lines and told them what they already know: “If you disagree 
with the testimony given, I suggest you send a wire so stating.’ 
But, you were awfully mad and were not going to take it lying down. 
Then, you assume a professor’s attitude, and academically approach 
the lines, without emotion. 

Mr. Brenner. I told them the facts, and it was up to them to do 
what they wanted to do. 

Mr. Mitier. You were not emotional on the telephone? 

Mr. Brenner. No. 

Mr. Mituier. You did not cuss the committee a little bit, and tell 
them what you thought of them? 

Mr. Brenner. No, sir. 

Mr. Warren. Mr. Brenner, did you tell them the facts as president 
of the association or as president of the J. E. Lowden Co.? 

Mr. Brenner. As President of J. E. Lowden Co. 

Mr. Warren. Did you make that crystal clear to them? 

Mr. Brenner. I am sure I did. 

Mr. WarrEN. But you do not remember? You do not recall? 
This is a very important point. 

Mr. Brenner. | know it is very important, but I am sure. 

Mr. Warren. If corroborative testimony is necessary, this com- 
mittee will call for it. I caution you. 

Mr. Brenner. I am sure in my mind that I knew I couldn’t talk 
for the association. I was talking for myself, and I am positive. 

Mr. Warren. Did you communicate that to them? 

Mr. Brenner. Well, I would say yes. I didn’t make it—I can’t 
remember exactly, no, but I would say that I was. 

Mr. Miuier. That is what gets me confused, when you cannot 
remember anything and you very conveniently tell us that, but then 
you leave the implication, where a minute ago you said you used the 
same pattern of questioning, and I think I am using your expression, 
with each of these companies. You remembered to ask the question, 
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apparently, in sequence, Did you jot these questions down that 
you were going to ask the companies? 

Mr. BRENNER. No, it was just that simple: “Have you seen the 
testimony?”’ 

Mr. Mituer. At what stage of this colloquy between you and the 
man on the other end of the telephone did you inject the information 
that you were talking as an individual and not as the president of the 
Pacific Coast Brokers Association? You know it very well. At 
what stage of that conversation did you put that in? 

Mr. bRENNER. I don’t know as I put it in, sir. 

Mr. Mitier. Just a minute ago, you put it in. You said you 
believed you put it in. At what stage of the questioning did you 
inject and inform the man on the other end of the telephone that you 
were talking in your private capacity and not as president of the 
association? 

Mr. Brenner. Well, I think if I was talking for the association, 
I would have—— 

Mr. Mitier. Not what you think. At what stage did you tell 
them? Where in this conversation? You are very positive that you 
had the sequence correct. Now, at what stage did you interject that 
phase, to let them know that you were not talking as the president 
of the association, with all the threats and implications that would 
bring with it? 

Mr. Brenner. Well, I just don’t know. 

Mr. Miuuer. You do not know whether you told them that or not? 
Is that not true? You would like to think now that you told them 
that. Is that not really the truth of the matter? 

Mr. Brenner. I would like to think that. 

Mr. Miiuer. You would like to think it. But, now go back and 
refresh your memory. You have a very good memory as to these 
things. Where in this conversation did you put this very important 
testimony? A lot depends on this question. Where in that did you 
put this phase that you were speaking as an individual, or for your 
own company, and not as president of the association? Think 
carefully. Can you tell me that you did it at all? Do you want to 
make a positive statement that you told any of them that? 

Mr. brenner. | don’t think [ want to make a positive statement 
to that effect. 

Mr. Mitier. How much of your other testimony, then, can we 
believe, after you have told us this? How much do you expect me to 
believe? I do not know what these other gentlemen believe. 

Mr. Brenner. You can see my position, sir. I know in my own 
heart that I can’t talk for the association. 

Mr. Mixer. I do not care about what is in your own heart. 

Mr. Brenner. I am trying to explain to you. 

Mr. Mriiter. Wait a minute. If a policeman comes up to you on 
the street, and he is in uniform and he tells you to do something, you 
take it for granted, do you not, that he is ac ting in his official capacity? 

Mr. BRENNER. Yes, sir. 

Mr. Miter. When you, as president of an association, call up a 
steamship that deals with your association, are they not entitled to 
assume that you are spe aking for the association, unless you tell them 
to the contrary? 

Mr. Brenner. Well, they are entitled to think that, if they want. 
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Mr. Miuuer. All right. If the president of the Pacific Coast 
Maritime Association calls your office and discusses some phase of 
business that affected all of your brokerage activities, and he did 
not tell you he was speaking in his personal capacity, would you not 
assume that he was speaking as the president of the association? 

Mr. Brenner. Well, I suppose vou would have to look at it in that 
wav, but I still 

Mr. Mitier. Wait a minute. Would you or would you not think 
that he was talking to vou in his official capacity? 

Mr. Brenner. I would think so. 

Mr. Mitier. Then, would you not say that, if he was talking to you 

his private capacity, that at some stage of the conversation, he 
would tell you that? 

Mr. Brenner. | just don’t know. 

Mr. Minter. You do not know whether vou told them that you 
were talking as Mr. Brenner or whether you were talking and had 
your hat on as the Lowden Co., or whether you had the hat on as 
president of the freight forwarders? 

Mr. Brenner. I will say I don’t know. 

Mr. Mituer. You do not remember whether vou told them which 
hat you were wearing at that particular time? 

Mr. Brenner. I don’t know. 

Mr. THompson. In addition to consulting with Mr. Townsend, did 
you consult, or were you advised by any other individual in the for- 
warding business, prior to your telephone calls? 

Mr. Brenner. | didn’t ask anybody. The only one I talked to was 
Mr. Townsend. 

Mr. Warren. Did anyone assist you in any manner with the calls? 

Mr. Brenner. NO, sir. 

Mr. Warren. Do you know of any other forwarder on the Pacific 
coast, since March 15, who communicated with the lines on this 
question? 

Mr. Brenner. As a matter of fact, on Friday, when we were in 
Mr. Townsend’s office, just Mr. MeC arthy and myself at the time, as 
I recall it, I said to Mr. McCarthy, “Don’t you think we should do 
something about this?” and Mr. McCarthy said, “No, there is nothing 
to do,” and we dropped it right there, and I went on my way and he 
went on his way. 

Then, on Monday morning, when this came out, I just called Mr. 
Townsend and I said, “I am going to do something”’ and I didn’t tell 
anybody but Mr. Townsend. Mr. Townsend said ‘“That is up to you. 
Do what you want.” 

Mr. Warren. After March 15, did you communicate with any 
forwarder, in the city of New York? 

Mr. Brenner. No, sir. 

Mr. WarrEN. On this subject? 

Mr. Brenner. No, sir; I did not. 

Mr. Warren. Did any New York forwarder communicate with 
you? 

Mr. Brenner. No, sir. 

Mr. Warren. In regard to this matter? 

Mr. Brenner. No, sir. 

Mr. WARREN. Does that apply also to your attorney? 

Mr. Brenner. I| don’t know. 
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Mr. Warren. You do not know? 

Mr. Brenner. No. 

Mr. WarREN. Dv you have knowledge of any forwarder on the west 
coast who was communicated with, or who initiated a communication 
with any New York forwarders? 

Mr. Brenner. I don’t know, sir. 

Mr. Warren. You have no such knowledge? 

Mr. Brenner. No, sir; I do not. 

Mr. Warren. In regard to the telephone conversations of which we 
were speaking, did you make any notations of these conservations? 

Mr. Brenner. No, sir. 

Mr. Warren. You have nothing on record in your office to that 
effect? 

Mr. Brenner. No, sir. 

Mr. Warren. It was purely an oral proposition? 

Mr. Brenner. That is exactly right. 

Mr. Casey. Did you follow the telephone conversations with any 
personal visits to any of the officers of these lines? 

Mr. Brenner. No; not to ask them to send any wires, I did not. 

Mr. Casry. Well, now, have you visited the representatives of any 
of these 15 lines since your telephone conversations? 

Mr. Brenner. After | was in the PFE office? 

Mr. Casry. Did you talk to Mr. Gmelch? 

Mr. Brenner. Yes; I dropped in there, and Mr. McCarthy was 
along with me. We just went down there. Mr. McCarthy wanted 
me to go down with him. 

Mr. Cassy. For that? 

Mr. Brenner. He just wanted to talk to Mr. Gmelch. I don’t 
know just exactly what the conversation was. He was doing all the 
talking. 

Mr. Casry. Were you not listening? 

Mr. Brenner. I was there, but they were talking about the agree- 
ment, and that is just about all there was to it. 

Mr. Casry. Did the question of the position of PFE before this 
subcommittee come up during the course of that conversation at any 
time? 

Mr. BRENNER. The question PFE what? 

Mr. Casry. PFE’s position before this subcommittee in connection 
with the matter we are talking about here? 

Mr. Brenner. They were talking about the position of PFE, and 
Mr. Gmelch just merely reiterated, as I remember it, that Mr. Gallo- 
way had no authority to speak for them. 

Mr. Casry. Now, did you see Mr. Fraiser of Pacific Orient Express 
Lines, since then? 

Mr. BRENNER. No, sir. 

Mr. Casry. Have you seen Mr. Harris of the Knutson Line? 

Mr. Brenner. No, sir. 

Mr. Casry. Have you seen Mr. Bargonis of the Java Pacific Line? 

Mr. BRENNER. NO, sir. 

Mr. Casey. Have you seen Mr. Talmage of PTL? 

Mr. BRENNER. NO, sir. 

Mr. Casry. Have you seen Mr. Richards of the Klaveniss Line? 

Mr. Brenner. No, sir. 

Mr. Casry. Have you seen Mr. Flood, of NYK? 
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Mr. BRENNER. No, sir. 

Mr. Casry. Have you seen Mr. Jacobs of Isthmian? 

Mr. BRENNER. I saw him only in the lobby of the Commercial 
Club. I didn’t talk to him. That is where I contacted Mr. Jacobs. 
He was one that I didn’t contact on the telephone but, as I was 
in the Commercial Club, he was in the lobby, and I just spoke to him 
about it, but I never did go to his office or contact him further. 

Mr. Casry. You spoke to him in the Commercial Club about the 
same thing? 

Mr. Brenner. For about 2 minutes, just to tell him that the door 
was open if he wanted to do anything about it. 

Mr. THompson. You stated a while ago that all of your conversa- 
tions were by telephone. 

Mr. Brenner. Yes; I forgot about that. 

Mr. THompson. I am glad you cleared the record. 

Mr. Brenner. I just forgot about it. 

Mr. THompson. Are there any others that you forgot about? 

Mr. BRENNER. I am sure not, but, if you want to keep questioning 
me, you may. 

Mr. Mixusrr. Do not worry, we will do that. 

Mr. Casry. How about Mr. Middleton of De La Rama Lines? 

Mr. Brenner. No, sir; I just called him on the phone. 

Mr. Casry. Do you remember your conversation with Mr. Middle- 
ton of the De La Rama Lines? 

Mr. Brenner. It was substantially the same. I asked him if he 
had seen the testimony, if he had seen the shipper, was that their posi- 
tion, and he said, ‘‘Well, he hadn’t seen the testimony, he hadn’t seen 
the shipper, and he would talk to me later.” 

I told him the door was open; if they didn’t agree with views, 
would he send a telegram? He said “I will let you know later.” 

I never heard from him until Saturday afternoon, the 24th, or 
Saturday morning, and he just mentioned to me, “I hear you were 
subpenaed.”’ And I said “Yes,” and I asked him whether he sent 
a telegram, and he said, “Well, we sent something.” I said ‘‘What 
did you send? Did you send a letter? Did you send a wire?” 

I was interested in knowing whether a communication was in your 
hands or whether, if he sent it airmail, there might have been a chance 
you wouldn’t get it. But he wouldn’t tell me whether he did or didn’t 
send a telegram. but he did say he sent something. 

Mr. Casey. Did he tell you about a conversation with me on the 
telephone? 

Mr. Brenner. He indicated that he talked to you. 

Mr. Casry, What did he tell you about the conversation? 

Mr. Brenner. He just said that Mr. Casey called him and I said 
“What about?” He said, ‘Well, he called.”” I guess he was dis- 
pleased, or something. 

Mr. Casry. Displeased at what? What did he actually say? 

Mr. Brenner. Displeased that you called him. 

Mr. Casry. Was he displeased at anything I said? 

Mr. Brenner. No, no. He was very—I think he just wanted to 
ask me was it true that I had a subpena. That is about all. 

Mr. Casry. Did anyone from other lines indicate to you that they 
had talked to me on the telephone? 

Mr. BRENNER. Not to me; no, sir. 
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Mr. Casry. Let me ask you these two questions again: 

In your conversations, either on the telephone or in person, with 
any of the representatives of these lines, did vou indicate to them 
that their failure to express themselves as favoring the payment of 
brokerage would have an adverse effect on business relationships 
with forwarders? 

Mr. Brenner. No, sir; at no time. 

Mr. Casey. Did you at any time volunteer, without any suggestion 
from the other party, the assistance of Mr. Townsend in preparing 
whatever reply or v a they might want to present to the committee? 

Mr. Brenner. No; I didn’t volunteer anything. 

Mr. THompson. At this point do any members have questions? 

Mr. Cuase. I would like to ask one question: 

With reference to the office, was that your personal office or the 
association’s office? 

Mr. Brenner. That is my office. 

Mr. Cuase. You did not call from the association’s office? 

Mr. Brenner. No, sir. 

Mr. Cuast. How many telegrams were actually sent? 

Mr. Brenner. This is the first time I knew how many were sent. 
Did you say 8 or 9? 

Mr. Cuase. Following the sending of those telegrams, did you have 
a meeting with the members of your association with reference to 
this? 

Mr. Brenner. Regarding these telegrams? 

Mr. Case. Yes; and the subject of brokerage? 

Mr. Brenner. Yes; we had a meeting. It was a Friday morning 
when I got the subpena. We had to call the executive committee 
together. I didn’t want to be here by myself, and I wanted Mr. 
Townsend to come along. 

Mr. Cuase. You reported to your members at that meeting? That 
was a specially called meeting, 1 assume? 

Mr. Brenner. Pardon? 

Mr. Cuase. That was a specially called meeting, I assume? 

Mr. Brenner. Yes. 

Mr. Cuass. Did you report to them your activities in connection 
with the sending of these telegrams by the carriers? 

Mr. Brenner. Yes. 

Mr. Cuass. And they approved? 

Mr. Brenner. They approved. 

Mr. Cuase. By formal action? 

Mr. Brenner. Well, the executive committee has the authority to 
vote on those things. 

Mr. Cuase. And they approved what vou had done? 

Mr. Brenner. Yes. 

Mr. Case. In your own personal behalf? 

Mr. Brenner. That is right. 

Mr. Cuase. In other words, vou thought it was sufficiently official 
as the president of the association, to report to the members of your 
association, and they approved what you did? 

Mr. Brenner. That is right, to the executive committee. 

Mr. Tuompson. In that connection, what else was discussed at this 
meeting of your association? 
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Mr. Brenner. Well, we didn’t discuss anything at all other than to 
just get the authority to let Mr. Townsend and Mr. McCarthy come 
along. It was a very short meeting. We didn’t get together until 
after 11 o’clock, and we adjourned at just about noon, or before noon, 

Mr. THompson. You had an association meeting, at which you 
were authorized to bring Mr. Townsend with you to this hearing. 
Yet, at the outset you told this committee that you merely got a 
subpena and were here as a person, Mr. Brenner, not as president 
of the association? 

Mr. BrenNER. Yes; that is right. 

Mr. THompson. Then, you did have a meeting, and were authorized 
to bring along the association counsel? 

Mr. Brenner. Yes, sir. 

Mr. Tuompson. Who is paying this counsel for his services? 

Mr. Brenner. Who is? 

Mr. THompson. Yes. 

Mr. Brenner. Well— 

Mr. THompson. We might pick up some fees for Mr. Townsend. 

Mr. Srety-Brown. Let us get the answer to it. 

Mr. Tuompson. I want the answer to that question. 

Mr. Brenner. I don’t know who is going to pay him. If necessary, 
[ will pay him. 

Mr. THompson. If necessary? 

Mr. Brenner. Yes. 

Mr. Srety-Brown. I am confused. I am completely confused, 
now. Are you speaking as president of the company or are you 
speaking as head of the conference? 

Mr. Brenner. I am speaking on behalf of myself, J. E. Lowden Co. 

Mr. Seety-Brown. But you ‘have been authorized by the executive 
committee. What did the executive committee authorize you to do? 

Mr. Brenner. To permit Mr. Townsend and Mr. McCarthy to 
come along to this hearing. 

Mr. Seety-Brown. But they did not give you the authority to 
speak for them? 

Mr. Brenner. No. 

Mr. Seety-Brown. Was that authority in writing? 

Mr. Brenner. Well, the authority is by the executive committee. 
It hasn’t been written up yet. 

Mr. Mixuer. How will it be written up, as authorizing them, and 
they accept the responsibility of paying their transportation and their 
fee here? 

Mr. Brenner. They will pay for their transportation. 

Mr. Miter. The association will pay for their fee and the trans- 
portation here? 

Mr. Brenner. I assume that is the way it will be. 

Mr. Miter. I do not want any assumption. What did the meet- 
ing determine? That they would pay it? 

Mr. Brenner. Yes. 

Mr. Mituer. In other words, the association is making this con- 
tribution to you, Mr. Brenner, the head of Lowden Co., by furnishing 
you with legal counsel. Yet, in another capacity you are president 
of the association, but you have no official contact with them, as 
president of the association, at this meeting. It is rather confusing. 

Mr. Brenner. Well, it is, I guess. 
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Mr. Mituer. You kind of have to stretch your imagination, do you 
not, Mr. Brenner, to reconcile this? 

Mr. Brenner. Yes. 

Mr. THompson. As Mr. Brenner, of the Lowden Co., do you ever 
waive forwarding fees in consideration of brokerage you might receive? 

Mr. Brenner. Not very often, we haven’t. 

Mr. THompson. The answer is, ‘‘Yes, you do’’? 

Mr. Brenner. Yes, if it is a sufficiently large enough shipment. 

Mr. Tuompson. Have you ever collected brokerage on a shipment 
which was not physically handled by you or your representative inso- 
far as booking is concerned? 

Mr. Brenner. Have we ever collected brokerage? 

Mr. THompson. Yes. 

Mr. Brenner. No, not on that basis. No, sir. 

Mr. THompson. On every occasion you collected brokerage-——— 

Mr. Brenner. We have earned it. 

Mr. THompson. You have earned it by doing what? 

Mr. Brenner. By either booking the cargo or making the contacts 
or ordering the cargo to the vessel or clearing the shipment through 
customs, making the bills of lading, doing whatever is necessary to 
keep the shipment moving forward. 

Mr. Srrety-Brown. Could I ask a question? 

Mr. THompson. Yes. 

Mr. Seety-Brown. I do not want to belabor the point, and I can 
appreciate the position the witness is in, but, if the executive com- 
mittee ratified your action, does that not indicate that, since they 
ratified the action that you took, they accept the responsibility for it 
as such; and, as a result, you are speaking for the association? 

Mr. Brenner. Well, I'am sure, after we explained to them what 
happened here, that I am subpenaed, I had already called all the lines, 
and we would have made the report to the members as to what had 
transpired; but, when I got the subpena, we had to have a quick 
executive committee meeting to authorize Mr. Townsend and Mr. 
McCarthy to go along with us. I wanted them along. 

Mr. Srety-Brown. Did you not indicate earlier in your testimony, 
sir, that, when you first called the executive committee together, 
you had told them what you had done, and that, as regards the 
telegrams and so forth, they ratified that? 

Mr. Brenner. They didn’t know anything until Friday morning 
when I received a subpena, and we had to call a quick meeting 
together. 

Mr. Serety-Brown. At that time you told them as to the action you 
had taken up to that time? 

Mr. Brenner. At that time we told them what I had done. 

Mr. Seety-Brown. And they approved of it? 

Mr. Brenner. They approved of it. 

Mr. THompson. Is that all, Mr. Seely-Brown? 

Mr. Srety-Brown. Yes. 

Mr. THompson. Mr. Chase. 

Mr. Cuase. I have just one question here. 

You do not mean to imply that what you do in your personal 
capacity as a forwarder you report to the members of the association 
of which you are president, to get their ratification on what you do 
personally as a forwarder? 
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Mr. Brenner. Well, we only called them together for the only 
purpose of asking permission to send Mr. Townsend and Mr. Mc- 
Carthy along with me. 

Mr. Cuase. Nevertheless, they ratified what you had done before, 
in your personal capacity? 

Mr. Brenner. That is right. They knew nothing as to what went 
on from Monday on. It had no connection with the association. 

Mr. Cuase. They did not know it until you reported it to them? 

Mr. Brenner. That is right. 

Mr. Cuase. Then they saw fit to ratify what you had done in your 
personal capacity? 

Mr. Brenner. Yes. 

Mr. Cuase. So it might not have been in your personal capacity 
that you did what you had done with reference to the telegrams? 

Mr. Brenner. Well, it was done in my personal capacity. l 
wasn’t thinking about ‘anybody but myself. That is what I wanted 
to do. 

Mr. Mituer. Mr. Chairman? 

Mr. THompson. Mr. Miller. 

Mr. Mituer. Adverting to 9:30 Monday morning on the 19th, and 
before that, when you first read this article in the Shipper, and you 
tell us you got your blood pressure up, did you call any other of your 
freight-forwarder friends? 

Mr. Brenner. No, sir; not one. 

Mr. Miuter. And ask them if they had read it? 

Mr. Brenner. No. 

Mr. Miuxier. When did you first talk to any of your other freight 
forwarders about this matter, before 4:30 in the afternoon? 

Mr. Brenner. Oh, I think I talked to Mr. McCarthy during the 
day, but just what time, I don’t know. 

Mr. Miuuer. Is Mr. McCarthy a freight forwarder. 

Mr. BRENNER. Yes, sir. 

Mr. Miuuter. Well no, then, what other freight forwarders did you 
talk to that day, besides Mr. McCarthy? 

Mr. Brenner. None. 

Mr. Mitier. What other freight forwarders did you talk to on 
Tuesday? 

Mr. Brenner. On Tuesday, I didn’t talk to anyone. 

Mr. Miuier. You talked to no freight forwarder? 

Mr. Brenner. Maybe Mr. McCarthy. I talk to Mr. McCarthy 

rery day. 

Mr. Mituer. I know you meet them occasionally. 

Mr. Brenner. I didn’t talk. 

Mr. Mi.uer. You have admitted that you were a little bit riled, and 
your memory comes back and forth. Are you sure that, to get off 
a little steam, you did not call up any other freight forwarder and say 

“Did you see this piece in the Shipper?’ 

Mr. Brenner. No. 

Mr. Miter. Did any of them call you? 

Mr. Brenner. I don’t think so. 

Mr. Petiy. Would the gentleman yield? 

Mr. Miter. I will, in just a minute. 

As president of the association, are you given any authority to act 
for that association in cases of emergency? 
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Mr. Brenner. In what respect? 

Mr. Miuuer. In case of emergency, or what you deem to be an 
emergency, are you authorized to act for the association? 

Mr. Brenner. No. We have an executive committee, and we 
have to get them together. 

Mr. Miuuer. Are they all in San Francisco? 

Mr. Brenner. Yes. There are some up in—— 

Mr. Mixtuier. Washington? Seattle? 

Mr. Brenner. Washington; and each division has one secretary 
and a vice president. 

Mr. Mitier. But you did not deem that this was of sufficient 
importance to your segment of the shipping industry to consult 
with the executive officer 's, and the executive committee of your 
association? 

Mr. Brenner. Well, it was important, but I just didn’t call them 
together; no, sir. 

Mr. Mitier. Excuse me. 

Mr. Petty. Is Mr. McCarthy an officer of the association of which 
you are president? 

Mr. Brenner. No. He is on the executive committee. 

Mr. Petry. But he is not a secretary, or does not hold any office? 

Mr. Brenner. No. 

Mr. Peuiy. That is all. 

Mr. Tompson. The Chair would like to know whether or not you 
stated earlier in your testimony that you had not spoken with any 
freight forwarder prior to telephoning the member lines? 

Mr. Brenner. Outside of Mr. McCarthy, and I didn’t call Mr. 
McCarthy until after I probably called a half a dozen or a dozen—a 
half a dozen lines, anyway. 

Mr. THompson. But you did not so state when the question was 
put clearly. Are you correcting your testimony now? 

Mr. Brenner. It should be corrected, yes. 

Mr. Tuompson. Counsel will proceed. 

Mr. Warren. Mr. Brenner, did you participate in the drafting of 
the proposed forwarders’ agreement? 

Mr. Brenner. Not the drafting, but after it was proposed, | 
believe it was Mr. McCarthy and Mr. Townsend that drafted the 
agreement, and it was submitted to the membership for correction, 
approval, and so forth. 

Mr. Warren. Prior to March 15, Mr. Brenner, did you personally 
take this agreement around to any of the lines and request their 
comments or approval? 

Mr. Brenner. Mr. McCarthy and I went around. I can’t say 
exactly when, but it was early in March, and we wanted to give each 
and every member line a copy of our agreement. We merely wanted 
to hand it to them. We didn’t want to mail it to them. We wanted 
to hand it to them, asking for any criticisms or suggestions, or whatever 
they wanted to give us. 

Mr. Warren. Were you acting as president of the association when 
you performed this function? 

Mr. Brenner. Yes, sir. 

Mr. Casey. Had you been authorized to do it by the executive 
council? 
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Mr. Brenner. I believe so. I believe so. I can’t remember, 
sir. 

Mr. Warren. In your conversations with the lines subsequent 
to March 15, did not vou indicate that this agreement should be 
favored by the lines in their communications to this subcommittee? 

Mr. Brenner. We hoped that they would. 

Mr. Warren. Did you indicate in any manner whatsoever that 
these lines should include in their communications favorable con- 
sideration of this proposed agreement? 

Mr. Brenner. I| don’t think it was. 

Mr. Warren. | want a direct answer on that. As important as 
this agreement is to you, it would seem that you would know one way 
wr the other, without hesitation. 

Mr. Brenner. As I remember, we took it in to them and we asked 
them to lend us any assistance they could, criticize it or give us 
anything further. 

Mr. Warren. This was prior to March 15; is that correct? 

Mr. Brenner. Yes. 

Mr. Warren. Now, subsequent to March 15, when you com- 
municated with the lines about Mr. Galloway’s testimony, did you 
not also indicate that they should favorably communicate to this 
committee on the proposed agreement? You should know. 

Mr. Brenner. That was suggested. That was only in the telegram 
that Mr. Townsend put together. 

Mr. Warren. When you contacted these lines, did you tell these 
people that they should include in the telegram some favorable con- 
sideration of the proposed conference agreement? 

Mr. Brenner. Yes; if they agreed to it. 

Mr. Warren. You did? 

Mr. Brenner. I| believe so; ves. 

Mr. Warren. You have stated that prior to March 15, in partici- 
pating in the movement to obtain sanction for vour agreement, you 
were acting as president of the association. Now, vou say that you 
were not acting as president after March 15 on the very same subject 
Is that vour position? 

Mr. Brenner. Yes 

Mr. Casrty. Why did you elect to carry the conference agreement 
around personally prior to March? Would it not have been a more 
simple procedure to send it out? 

Mr. Brenner. No. We just wanted to contact all the steamship 
conferences and the member lines just to hand it to them. We felt 
it was the thing to do. 

Mr. Casry. To hand each one? 

Mr. Brenner. To hand each member line a conference agreement. 

Mr. Casry. And to ask for their 

Mr. Brenner. To ask for their criticisms and support. We 
couldn’t ask them anything until they read it. We asked them to 
please read it and give us any suggestions or criticisms that they 
cared to make. 

Mr. Casey. Was it indicated to the lines that this would be a 
satisfactory solution to the problems so far as forwarders were 
concerned? 

Mr. Brenner. We hope it is a satisfactory solution. 
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Mr. Casny. And you hoped to get the support of the lines for that 
proposition? 

Mr. Brenner. Yes; we do. 

Mr. Casey. | still cannot understand why it was necessary to make 
individual contacts. How many lines did you go to? 

Mr. Brenner. We have not finished them all, but I would say we 
went around to at least 20 of them. 

Mr. Casry. You and who else? 

Mr. Brenner. Mr. McCarthy. 

Mr. Casry. How is it Mr. McCarthy participates in these actions 
that are top level for the forwarders? 

Mr. Brenner. Well, Mr. McCarthy has been interested in freight 
forwarding for a good many years. In fact, he knows more about it 
that I do. He started on this conference agreement some 10 years 
ago, I believe, and finally it came to light. He has been working very 
hard at it. 

Mr. Warren. We would like to know whom you contacted in the 
Knutson Line by telephone or otherwise. 

Mr. Brenner. His name is Mr. Homer Harris. His official ca- 
pacity I don’t know. I tried to get Mr. Harold Godwin, who is the 
president of, 1 think they call it, the Bakke Steamship Co., who repre- 
sents Knutsen, and they told me he was out of town. Then I asked 
for Mr. Melindy, who | believe is second in charge there, 1 am not sure, 
and he was out of town. I know Mr. Harris, and he was the one I 
contacted. 

Mr. Warren. In further answering these questions, please indicate 
the name of the person. If you readily know his capacity, state it; 
and if you do not let it go. If you talked to more than one person, 
so indicate. The next line is Pacific Orient Line. 

Mr. Brenner. Mr. Frazier. 

Mr. Warren. Java Pacific Line? 

Mr. Brenner. Mr. Bargones, president. 

Mr. WarrEN. Pacific Transport Line? 

Mr. Brenner. Mr. George Talmadge. 

Mr. Warren. The American President Lines? 

Mr. Brenner. Mr. Ken Finnessy. 

Mr. Warren. Pacific Far East Line? 

Mr. Brenner. Mr. John Waggoner. 
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Klaveness Line? 

I did not call them. 

N YK? 

Mr. Raymond Flood. 
Isthmian? 

Mr. John Jacobs. 
Ellerman Bucknal? 

Mr. Harry Lilly. 
Furness Withy? 

Mr. John Hanavan. 
Maersk Line? 

Mr. Harry Clennan. 
American Mail Line? 

No. 

Are there any other lines? 
. [ think you named them all. 
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Mr. Casry. Delarama? 

Mr. BrenNnER. Mr. Howard Middleton. 

Mr. THompson. Do you have further questions? 

Mr. WarrREN. No, Mr. Chairman. 

Mr. THompson. Are there any further questions? 

If not, thank you. That will be all. 

Mr. Brenner. Thank you very much. 

Mr. THompson. Mr. Townsend, you have attended these meetings 
very faithfully, almost as faithfully as some of the members. 

Mr. TownseEnp. That is correct, Mr. Chairman. 

Mr. THompson. We may have saved some money for the Govern- 
ment by not subpenaing you, but we may have made it up by letting 
you get a fee or two in your capacity as counsel. Will you take the 
stand? You understand you are not subpenaed to testify, but you 
may be if you wish. 

Mr. TownseEnp. I understand. 

Mr. THompson. Will you raise your right hand? 

In the testimony you are about to give, do you solemnly swear to 
tell the truth, the whole truth, and nothing but the truth, so help 
you God? 

Mr. TownsEnp. I do. 


TESTIMONY OF J. RICHARD TOWNSEND, ATTORNEY FOR PACIFIC 
COAST CUSTOMS & FREIGHT BROKERS ASSOCIATION AND LOS 
ANGELES CUSTOMS & FREIGHT BROKERS ASSOCIATION, INC. — 
Resumed 


Mr. Tompson. State your full name and capacity, please? 

Mr. Townsenp. My name is J. Richard Townsend. I am an 
attorney with offices in San Francisco, and I am attorney for the 
Pacific Coast Customs and Freight Brokers Association and the Los 
Angeles Customs and Freight Brokers Association, Inc. 

Mr. THompson. Mr. Townsend, I know of your great interest in 
this. As counsel, representing the associations that you do, I cannot 
say that that is out of the ordinary. 

There are several questions that the subcommittee would like to 
ask you, however. One that I am curious about concerns a telegram 
received by me as chairman of this subcommittee, indicating some 
displeasure on your part at certain activities that took place by tele- 
phone last week. 

Mr. Townsenp. Yes, Mr. Chairman. 

Mr. THompson. Do you have anything to say about that telegram? 

Mr. Townsenp. Well, I think the telegram speaks for itself, Mr. 
Chairman, but I would like to state this——— 

Mr. Tuompson. If you will suspend a moment, the telegram that 
was sent to the chairman by Mr. Townsend under date of March 23 
will be made a part of the record at this point. 

Mr. TownsEnp. I will be glad to state the reasons why I sent that 
telegram, Mr. Chairman. 

| think that my participation in these proceedings from the outset 
has indicated that I personally am motivated by a desire to see any 
problems that exist in the freight-forwarding industry solved and 
solved in a practical manner. That is the approach that we took in 
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forming this conference agreement, and that is an approach that I 
have taken all the way through. 

Mr. THompson. We understand your motives. You have stated 
them previously. But about this wire 

Mr. Townsenp. That is correct. This telegram, Mr. Chairman, 
was another attempt on my part to endeavor to make certain that the 
facts are fully and equitably developed before this subcommittee. I 
had a feeling from reports that were coming to me that I will mention 
in detail shortly, that the facts were not being developed fully before 
this subcommittee in the manner that was necessary if this subcom- 
mittee was to have a true picture of the situation. In other words, I 
think that the subcommittee needed the views of these individual 
steamship lines that have only been expressed through these telegrams. 
That is why, when Mr. Brenner approached me that Monday morning 
that he has mentioned, I, in effect, approved of him talking to these 
lines to see if their individual views were as had been expressed by 
Mr. Galloway. I saw absolutely nothing wrong with that. Mr. 
Brenner did not indicate to me any attempt to threaten them. 

Mr. Tuompson. Let us go into the telegram and the reason for it. 
How did you know about complaints? 

Mr. Townsenb. I am coming to that, Mr. Chairman. After 
Mr. Brenner contacted these different people whose names he has 
just mentioned, I was advised by Mr. McCarthy, Mr. M. J. McCarthy, 
of Berry & McCarthy, who is here in the room, and who we brought 
along voluntarily so that he could assist this committee—and I would 
welcome your calling him to verify this. Mr. McCarthy contacted 
me and told me that he had been advised by some of these steamship 
people whom Mr. Brenner had contacted, that they had received calls 
from Mr. Casey by telephone in which Mr. Casey criticized them 
severely for having sent these telegrams to this subcommittee express- 
ing their own individual line views contrary to the position taken by 
Mr. Galloway at the March 15 hearing. 

[ couldn’t let that go unchallenged, Mr. Chairman. I thought that 
1 owed a duty to the freight-forwarding industry to make certain that 
nothing was being done to these individual steamship lines which would 
prevent them from properly and fully expressing their individual views 
to this subcommittee. 

| understood from both the chairman and Mr. Casey at the hearing 
on March 15 that this subcommittee desired their views if their views 
differed from those of Mr. Galloway. 

Mr. Tuompson. Do you feel that among the eight lines who sent 
telegrams, there were any who were under compulsion when they 
voted 13 to 2 to designate Mr. Galloway as their representative? 

Mr. Townsenp. Mr. Chairman, I frankly don’t believe that they 
believed that they were authorizing Mr. Galloway to state to this 
subcommittee that they as individual lines were opposed to the pay- 
ment of brokerage. I don’t think that this committee, this subeom- 
mittee, will get to the bottom of this thing until it calls those individual 
lines. 

We have been advised, Mr. Chairman, that they did not in that 
motion authorize the chairman of the conference to express their views 
as of today, that the motion only indicated that he was authorized to 
express their views that they had stated in this past history. 

Mr. THompson. Had you seen this motion? 
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Mr. TownseEnp. I have not seen it. I am going on what has been 
reported to me second hand, and that is why I think that the individual 
steamship lines should be called. 

Mr. THompson. You took such information second hand and acted 
officially on it? 

Mr. TownseEnp. I acted officially in that telegram, Mr. Chairman, 
on information that came to me from Mr. McCarthy, reporting to me 
conversations —— 

Mr. Tuompson. Did Mr. McCarthy see the minutes of that 
meeting? 

Mr. TownsEenpb. No. The minutes of that meeting were not the 
basis of my sending the telegram. 

Mr. Tuompson. Are you here officially representing the association? 

Mr. Townsenp. I am being paid for my appearance here by the 
two associations that I repre sent. That was authorized by a meeting 
of the executive committee. 

Mr. THompson. Are you here officially representing those associa- 
tions? 

Mr. TownseEnpb. Yes; as their attorney. 

Mr. TuHompson. You are a little at variance with the testimony 
given by the previous witness, Mr. Brenner, who states that the 
association merely authorized you to accompany him as an individual 
here. 

Mr. TownseEnp. That is right. 

Mr. THompson. Which is right? 

Mr. Townsenp. Mr. Chairman, may I make this thing clear? 
This association that we have is a very loosely knit association. It is 
very loosely knit. That is one reason why we have formed a con- 
ference. We want an association that has some teeth in it and that 
means something. 

Mr. THompson. You do not agree with Mr. Brenner’s testimony 
that you are here representing him as an individual? 

Mr. TownseEnp. May I state this? 

Mr. Tuompson. Do you agree or disagree with Mr. Brenner’s 
statement? 

Mr. TownseEnp. J am here representing the association. There was 
no question raised as to who Mr. Brenner was going to represent in 
his testimony. That was not discussed. 

Mr. Tuompson. Mr. Brenner stated that the association agreed to 
allow counsel to accompany him as an individual and that you were 
authorized to accompany him. 

Mr. Townsenp. That is right. There was no discussion as to 
whether he was to speak for the association or himself. He was just 
subpenaed. 

Mr. Tuompson. I am talking about your position. 

Mr. TownsEnp. I am speaking for the association. 

Mr. THompson. You just agreed with me by saying that that was 
right, when I asked you about Mr. Brenner. 

Mr. TownsEND. I would say that is a correct statement. That is 
correct. There was no discussion about what Mr. Brenner’s position 
would be. 

Mr. THompson. You mentioned in your telegram, the last few 
words, ‘‘Without fear of retaliation or criticism by committee counsel.”’ 

Mr. Townsenp. That is correct. 
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Mr. Tuompson. I think you heard the testimony of Mr. Brenner 
that immediately upon learning of the testimony of Mr. Galloway, he 
said he was not going to take it lying down. He was pretty mad about 
the whole thing, and he began calling people. You did not criticize 
him for that, did you? Did you agree that what he did was fine? 

Mr. TownseEnp. I authorized him—I told him I saw nothing wrong 
in what he proposed to do. He didn’t tell me that he was going to 
bludgeon them, to tell them that if they didn’t send this wire they 
wouldn’t get cargo. I know Mr. Brenner doesn’t operate that way. 

Mr. Tuompson. I did not suggest that. I said did you agree with 
him that he should telephone? 

Mr. Townsenp. I think it was a good idea. 

Mr. THompson. Why would you send a wire to this committee 
when counsel, with the permission of the chairman, I might add, called 
to determine whether or not these wires were the valid views of these 
companies and whether or not they were actually sent by the com- 
panies or by someone who merely signed their name? Do you con- 
sider that Mr. Casey was bludgeoning the steamship lines? 

Mr. Townsenp. The reports which came to me, and Mr. McCarthy 
is the one who got them from the steamship lines, were that he went 
pretty far with the steamship lines in disapproving of their action in 
stating their individual views contrary to the views of Mr. Galloway. 
I thought that was not proper procedure for counsel who is trying to 
develop the facts before this subcommittee. 

Mr. Tuompson. Of course, this is not a trial. 

Mr. Townsenp. I know. 

Mr. Txompson. Suppose you were involved in proceedings in 
court, and a jury voted unanimously that you should go free, and then 
immediately upon leaving the courtroom, they decided to change the 
vote? 

Mr. TownseEnpb. I don’t regard this situation as that at all. I don’t 
think they changed their position. I don’t think their position was 
ever expressed to Mr. Galloway in the manner in which it was put out 
before this subcommittee. 

Mr. THompson. That would be a matter for this subcommittee to 
determine. 

Mr. TownsEnpb. That is right. That is why I didn’t think this 
subcommittee was getting the views of these individual lines without 
their expressing it indivic ually to the subcommittee. 

Mr. Tuompson. Your knowledge of what transpired evidently 
indicates that you and the officials of the associations had many more 
contacts with individual lines than have been indicated here today. 

Mr. TownsENb. These forwarders are in constant contact with the 
lines in general business. They are all doing daily business together, 
and the forwarders spend a large part of their time working with 
these men. They know the views that those men have expressed to 
them with respect to the individual lines attitude on brokerage, and 
that is why Mr. Brenner was surprised when Mr. Galloway’s testimony 
was contrary to the views that ultimately were expressed in these 
wires. 

Mr. Tompson. Were you surprised? 

Mr. TownsENb. I was tremendously surprised. 

Mr. Tuompson. Is it not true that you told the chairman, prior to 

the day Mr. Galloway testified, that you understood that these lines 
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were going to kick the devil out of forwarders, through Mr. Galloway, 
and you wanted a chance to testify after he had testified? 

Mr. TownseEnp. I stated that I thought Mr. Galloway was going 
to take a position contrary to the forwarders, and I think I told 
you—— 

Mr. THompson. Why did you tell me that, and then express surprise 
at the testimony of Mr. Galloway? 

Mr. Townsenp. I think, Mr. Chairman, if you will recall my 
conversation with you, I stated that I thought Mr. Galloway had not 
been properly authorized to give such testimony. 

Mr. THompson. You indicated to the Chair that you had knowl- 
edge that these lines were getting ready to kick the devil out of 
forwarders. Those were almost your words, if not your exact words. 

Mr. TownsEnpD. I agree with that. 

Mr. Tuompson. You did not say Mr. Galloway; you said the lines. 
Now, you tell this subcommittee that you were surprised to learn of 
the testimony given by Mr. Galloway. Your position is inconsistent. 
You are under oath. I want to warn you again that if these hearings 
show that action should be taken either for contempt or perjury, we 
will certainly take such action. 

Mr. TownsEnp. I am trying to tell the facts as I understand them, 
and I am trying to assist this subcommittee. 

Mr. THompson. How did you know before Mr. Galloway testified 
that he was going to “‘kick the forwarders’’? 

Mr. TownsEnp. I had information that there had not been a vote 
taken to authorize him to state the views of the individual lines as 
of the present time, and that is still my understanding. I haven’t 
seen the minutes. I am just going on hearsay. 

Mr. Tuompson. Did you think the lines would authorize him to 
state a position today based on their position 5 or 10 years ago? 

Mr. Townsenp. That apparently was done. I don’t think they 
authorized him to state a position today. 

Mr. THompeson. Do you think Mr. Galloway would have apolo- 
gized for these lines to this committee for not having given full 
information in the San Francisco hearings? 

Mr. TownsenpD. Mr. Chairman, I don’t know about that. But I 
still believe that the views of the individual lines as expressed in these 
telegrams are their views and that they do not represent a change 
from their views, as I understood them from reports that came to me 
from my forwarders. That is as far as I can go. 

Mr. Tuompson. So, Mr. Brenner, under your advice, went back to 
the lines and suggested to them a wire objecting to the testimony 
given by their principal, Mr. Galloway? 

Mr. Townsenp. I would put it this way, Mr. Chairman, that 
according to what I understood Mr. Brenner was going to do it was 
that he was going to call these lines and indicate to them the nature 
of the testimony that was presented by Mr. Galloway and ask them 
if that did indicate the view of that individual line, and indicate to 
them if it did not they had until last Friday to send advice to this 
subcommittee. 

Mr. THompson. Who suggested that you draft a proposed telegram? 

Mr. TownsEnD. Mr. Brenner, as I recall it, called me on the phone 
and said that the American President Lines had asked for some assist- 
ance. It was my misunderstanding that because they had not fol- 
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lowed this in detail, they wanted some assistance as to how they 
might word the telegram and what subjects might be covered. 

Mr. THompson. You felt that by sending that type of wire, the 
lines would then be representing the truth of their position to this 
subcommittee? 

Mr. TownsENpD. I tried to set forth, in a draft of a telegram that I 
prepared, the views of the American President Lines as they had been 
reported to me by Mr. McCarthy and Mr. Brenner previously. 

Mr. TuHompson. But you, nevertheless, set out these truths that 
they were to sign as a suggested means of giving the truth to this 
committee? 

Mr. TownsEnp. I turned that draft of the telegram over to Mr. 
McCarthy, and it is my understanding that he gave it to the American 
President Lines with a statement, verbally, that he didn’t care whether 
they used that language or not, but here were some suggestions. 

Mr. Tuompson. You know, Mr. Townsend, back in the small town 
that I am from, there was an attorney who had been accused of using 
witnesses who gave perjured testimony. When he was accosted by 
the association about it, he said, ‘No, indeed, I just tell them what the 
truth is, and I expect them to swear to it.” Is that not, in effect, 
what you have done in framing this wire: “All right, take it or leave 
it’’? 

Mr. TownseNb. Mr. Chairman, if you think a little fellow like me 
‘an push the big American President Lines, I don’t believe that. I 
can’t push them around. 

Mr. THompson. Do you think they would have sent these wires 
had not Mr. Brenner, at your suggestion, or at least with your approval, 
called them and asked them to? 

Mr. TownsEnp. I think perhaps until it was too late to send this 
communication, they probably would not have known what Mr. 
Galloway’s testimony said. 

Mr. THompson. Wouldn’t you think that every one of these lines 
knew what was in that testimony as soon as you did? 

Mr. TownseEnpb. No, they didn’t know it as soon as I did. 

Mr. THompson. Except for the fact that you were here. 

Mr. TownseEnp. I was here, and they didn’t have a full report, as 
I understand it, until after Mr. Brenner raised this question, and then 
Mr. Galloway duplicated the testimony, as I understand it, and 
distributed it. 

Mr. THompson. As a matter of fact, Mr. Brenner had to call some 
of the lines more than once before he could get them to agree. The 
first line refused to make a commitment on the occasion of his first call. 

Mr. Townsenp. As I understand it, none of them said after his 
first call or at the time of his first call, that they were in a position to 
indicate whether their individual views agreed or disagreed with Mr. 
Galloway’s, because they didn’t know what Mr. Galloway’s testimony 
was. 

Mr. Tuompson. And you feel that under the compulsion of Mr. 
Brenner’s actions they did send the wires which would not have been 
sent otherwise? 

Mr. Townsenp. No, Mr. Chairman, I certainly disagree with that. 
From the reports that Mr. Brenner gave to me, I don’t think there 
was any compulsion by Mr. Brenner. 
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Mr. THompson. Yet you indicate that the wires may not have 
been sent in some cases had not Mr. Brenner interceded? 

Mr. Townsenp. I think some of these lines might not have known 
what Mr. Galloway’s detailed testimony was until last Friday, which 
would have been too late. 

Mr. THompson. Then they would have been off the hook? 

Mr. Townsend. Woat do you mean by off the hook? 

Mr. Tuompson. You decide that. 

Mr. Townsenp. Mr. Chairman, I want to make my position clear, 
honestly. Iam trying to be helpful, and I have tried here to present 
the fair facts. 

Mr. THompson. Do you think you can be helpful by sending this 
type of telegram to the counsel of the committee? 

Mr. Townsenp. Yes, I do, Mr. Chairman. I think that that was 
something that should be called to the attention of this committee or 
| wouldn’t have sent it. 

Mr. Casey. You could have inquired of the chairman whether my 
action was within his knowledge. 

Mr. THompson. The action of the counsel was throughly authorized, 
was creditable, and would have been taken under any circumstances. 

Are there any questions by members of the subcommittee? 

Mr. Casey. I have a couple of questions about the telegram. 

Do you know what lines I talked to? 

Mr. TownseEnp. I have had a report, through Mr. McCarthy, that 
you talked at least with the American President Lines and the Pacific 
Far East Line, and I have heard of several others. I have forgotten 
which ones they are now. 

Mr. Casey. The only other line I talked to was Delarama. Do 
you have information to the contrary? 

Mr. Townsend. No. The ones I am referring to particularly are 
the American President Lines and the PFE. 

Mr. Caszy. I also talked to Middleton of Delarama. 

Mr. TownseEnp. I think that is the one I heard of. 

Mr. Casry. Did you know at the time I talked to those 3 lines that 
they were the only 3 lines that had sent in telegrams? 

Mr. Townsenp. I did not know that. 

Mr. Casey. And did you know that the substance of my telephone 
call was to inquire as to how 3 lines could disavow this testimony 
when only 2 lines voted against sending Mr. Galloway to Washington? 

Mr. TownsenpD. The report that I had through Mr. McCarthy was 
that the conversation went way beyond that. 

Mr. Cassy. The conversation did go beyond that. Obviously, 
when I found out that you people had been around asking them to 
send in telegrams, and that the substance of their telegrams was to 
disavow the basic thesis of the testimony, which could only be a black 
and white proposition, my further questions were designed to elicit 
exactly what the circumstances were under which they voted to send 
Mr. Galloway. Was that not a proper course of i inquiry? 

Mr. Townsenp. Well, Mr. Casey, the part to which I was objecting 
was the portion that was reported to me through Mr. Met ‘arthy, 

that you expressed great displeasure and criticized them for having 
expressed those views contrary to Mr. Galloway. 

Mr. Cassy. Did you check on what Mr. McCarthy told you? 

Mr. Townsenp. No. 
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Mr. Casey. Did you ask Mr. Finnessy——— 

Mr. TownseEnp. I haven’t talked with Mr. Finnessy or any member 
of any steamship line. 

Mr. Casry. So, based on secondhand information, you undertook 
to write telegrams to the chairman of this subcommittee, and every 
member, accusing me of improper tactics; is that right? 

Mr. TownseEnp. I called the attention of this committee to that 
action which I thought was something that should be brought to their 
attention. 

Mr. Casey. What else was told you in these conversations that I 
had? 

Mr. TownseEnp. [ said it. Severe criticism for these lines having 
expressed individual views contrary to Mr. Galloway. 

Mr. Casey. Was that the sum and substance of it? 

Mr. Townsenp. And indicating your great displeasure. That led 
me to say at the end that I thought they should be free to express 
their individual views without fear of retaliation or criticism. 

Mr. Casey. Mr. Townsend, you are an attorney, and you have sat 
here and listened to the testimony of Mr. Galloway, today. You 
heard him describe what took place back there on March 12, the 
Monday meeting, and what took place after the testimony of March 
15. In view of that testimony, which is not hearsay, but testimony 
directly given to this committee under oath by a person who was there, 
do you think that this committee now should conclude that Mr. 
Galloway was not authorized to testify that the member lines of that 
conference were against the payment of brokerage? 

Mr. TownsenD. Mr. Casey, I would answer that this way: I think 
that the crucial question arises out of that motion that was put. 
Now, it comes down, apparently, to an interpretation of that motion, 
and Mr. Galloway stated that in his opinion he was authorized to 
state that the conference at the present time is opposed to the payment 
of brokerage, and to give the other testimony he gave. From what 
has been reported to me, apparently some of the individual lines did 
not understand the motion that way. Apparently that is the source 
of the misunderstanding, and I think you can only find out from the 
individual lines themselves what their understanding of that situation 
was. I can’t give it to you. 

Mr. Casry. The whole purpose of calling in these representatives 
of conferences, and it is no secret, was to relieve the individual lines 
of the pressures that they would be otherwise subjected to by the 
forwarders. I don’t think that this subcommittee, at least not on 
my recommendation, will now turn around and subject the lines to 
those pressures from the forwarders. 

Mr. Townsenp. And I think that is an assumption that the facts 
do not justify, Mr. Casey, and I think that the individual lines views 
san only be obtained by calling them and not through any conference 
chairman. 

Mr. Casry. Does that go for conferences from which we receive 
testimony that was favorable to the forwarders? 

Mr. Townsenp. I say that if you want the individual lines’ views 
you will have to call the individual lines. 

Mr. Casry. Do you not recognize that as a practical proposition 
we would never finish with this study if we had to call the individual 
lines in each and every conference? 
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Mr. Townsenpb. But we are dealing here with a situation on the 
Pacific coast that is a very peculiar one. I think that is apparent 
from the record. I think if you will read my statement that I filed 
with this subcommittee that gives the background of this situation, 
and I think that in that particular situation the views of the individual 
lines should be developed. That is my frank opinion. 

Mr. Casrey. Mr. Townsend, I am glad you brought up your state- 
ment. I am reading here from the statement of the Pacific Coast 
Customs and Freight Brokers Association and Los Angeles Customs 
and Freight Brokers Association, apparently submitted by Mr. 
Brenner and Mr. Arnold, the latter representing the Los Angeles 
Association, and on which your name, J. Richard Townsend, is affixed. 
It is submitted under date of March 21, 1956. 

I would like to read a portion of that statement: 

The same arguments that have been presented by such conferences to the regu- 
latory agencies and the courts during the past 10 years are now being repeated 
before this subcommittee. It is extremely interesting to note, for example, that 
the views which have been expressed by such conferences before this committee— 
and in fact the brokerage rules which have been proposed by the Federal Maritime 
Board before the subcommittee—are substantially the same as the views and 
brokerage rules that were presented on behalf of the Pacific Straits Conference, 
the Pacific Indonesian Conference and certain other conferences in a petition dated 
May 7, 1952, which was filed with the Federal Maritime Poard in docket 727 by 
the San Francisco law firm of Graham & Morse—presently Graham James & 
Rolph now that Mr. Morse is chairman of the Federal Maritime Board. 

Did you have some ulterior motive in relating the fact that Mr. 
Morse 1s now Chairman of the Federal Maritime Board? 

Mr. TownseEnp. I thought this committee should be apprised of the 
fact that the same brokerage rules that are now being proposed were 
those that were proposed at the time Mr. Morse was a member of that 
firm, and that now he is sitting in judgment on the same matters. | 
think that is a very perinent situation. 

Mr. Casry. Were you motivated by the same motives here that you 
were at the time when you sent the telegram accusing me of improper 
tactics? 

Mr. Townsenp. I was motivated by the fact that I don’t think a 
man who has been an advocate for a period of 10 years, representing 
clients in litigation, should sit in judgment on those same matters. 

Mr. Casey. When has he sat in judgment? So far as I know he has 
not done anything on this subject. 

Mr. TownseEnpD. He is sitting in judgment on cases that are pending 
before the Board. 

Mr. Casey. Certainly the rules, as I understood the testimony of 
maritime representatives, have not as yet been passed upon by the 
Board. 

Mr. Townsenp. I don’t understand that, Mr. Casey. I think if 
you will examine ra testimony, my recollection is that it indicated 
that they had been approved by the Board itself as proposed rules, 
and that was action participated in by Mr. Morse. 

Mr. Casey. I think perhaps you are right. They were not adopted 
officially. What was it? They were approved by the Board, but 
until they had the approval of the forwarders, they were not going 
to be promulgated as official rules? 

Mr. Townsenp. The procedure is this, as I understand it, when 
the Board wants to consider the promulgation of rules, the Board 
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must issue proposed rules, and those are published in the Federal 
Register, and then anyone has a certain length of time to register 
objections. After that, the Board can hold a hearing or not, as it 
sees fit, and ultimately it will promulgate some final rules after it 
hears the views of interested parties. The Board here, as I understand 
it, has taken the first step. They have approved the rules as proposed 
rules, although they are withholding publication, awaiting the outcome 
of this subcommittee action. 

Mr. Tuompson. How long has Mr. Morse been Chairman of the 
Board? 

Mr. TownseEnpD. I am not entirely clear just how long it has been. 
I suppose—what, about 18 months or so? Somewhere in that 
neighborhood. 

Mr. THompson. And, you are for the first time filing protest 
about him sitting in judgment when formerly he was a member of 
a law firm that had a predetermined position on many of the things 
he is now acting upon? 

Mr. Townsenp. I am simply presenting those facts before this 
subcommittee. 

Mr. THompson. Have you ever made that representation before 
to anyone? 

Mr. TownsEnp. I have not made it officially in any proceeding. 

Mr. THompson. This is the first registration of that protest as far 
as you know? 

Mr. Townsenp. This is the first registration of the protest on my 
part. 

Mr. Casry. These rules do not go as far as the situation that 
existed prior to docket 657. In other words, these rules would not 
permit conferences to adopt a prohibition against brokerage. 

Mr. Townsenpb. Well, I would analyze that situation this way, 
Mr. Casey, whether you say they go as far or not. I would say 
that those rules that have been proposed would practically completely 
result in the elimination of brokerage. When you had a brokerage 
prohibition 

Mr. Cassy. To everybody or just to forwarders? 

Mr. TownsEnp. Well, to the forwarders. They are the ones | 
have analyzed. I have not analyzed what the effect would be on 
charter and brokerage. But I think that those rules would have the 
practical effect, if adopted, of substantially eliminating brokerage. 
Of course a conference prohibition had the effect of eliminating broker- 
age, too, in that conference. 

Mr. Casey. In your supplemental brief, you make a point to the 
effect that we are talking about peanuts, and that brokerage doesn’t 
amount to a row of pins as far as dollars are concerned with these 
member lines. 

Mr. Townsenp. I think, Mr. Casey, that the importance of this 
brokerage that is paid to ocean freight forwarders—I am not talking 
about chartering brokers, ocean freight forwarders—has been greatly 
overstated, and I think if the facts were developed it is not nearly as 
important an item as one would think from all of this controversy that 
has existed. I thought this committee would welcome some specific 
facts showing the amount of brokerage per shipment, and that is why 
I had several brokers so to considerable work to develop that. 
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Mr. Casey. The only reason I raised the question was that that 
seemed to be the thesis of the first part of your brief, and yet you wind 
up by almost making it a life and death proposition for the forwarders. 

Mr. TowNsenpD. It is a life and death proposition. I want that 
to be very clear. We are in this situation: Although the brokerage 
per shipment is relatively small, the record shows in this proceeding 
and it showed in all of the proceedings over the last 10 years, that 
these forwarders must have this brokerage revenue if they are to 
continue in business, and by that I mean some of them would be put 
completely out of business if they didn’t have it. Others would have 
their activities so completely curtailed that the »y would not be able 
to function as fully as they do today. 

The reason for that is that they just simply cannot collect that 
additional amount from the shippers for reasons that I have stated in 
my statement. The shippers are in competition with foreign producers 
and so on. They just can’t absorb any more. If an attempt were 
made to have these forwarders pass that on to the shipper, the result 
would be 1 of 2 things; either the shippers would have to go to the 
steamship lines and say, ‘‘Now you will have to do my forwarding 
service” with a resulting no savings to the carrier, or else that exporter, 
that shipper, would have to go out of business. 

Whatever happens, I say there would be detriment to the commerce 
of the United States. 

Mr. Casry. I have no further questions. 

Mr. Mitier. Mr. Chairman? 

Mr. THompson. Mr. Miller. 

Mr. Miuuer. Mr. Townsend, I appreciate your position, but I 
would like to make my position clear. As you know, I am a new 
member of this committee. I have been at some of the earlier 
hearings, and have read some of them. I have one thing in mind, 
and that is to try to help out the commerce of the United States. 

I am struck with this, that there is only one field of transportation 
that pays brokerage today. The railroads do not pay it. The air- 
lines do not pay it. Trucking companies do not pay it. Shippers 
have to make out papers. Shippers have to take care of documents. 
There are certain expenses in connection with shipments that are taken 
care of by shippers. 

In the old days, before communications were certain or rapid, you 
had to treat the maritime industry a little bit differently. Is it not 
true that this field of brokerage came up at that time? 

Mr. Townsenp. Well, may I answer that 

Mr. Mitier. One moment. I have one other statement. I am 
looking for some information from you, too. Has it not pretty well 
outlived itself? If I want to make a shipment by water, the burden 
of making out the papers, the documents—and I realize that it is a 
great deal different making them out when shipping by land as com- 
pared to shipping by water, in certain respects—as the shipper the 
necessity of making out the documents falls on me. Why should we 
set up another intermediary class in the matter of transportation by 
water? 

Mr. TownsEnp. I would like to answer that this way, Mr. Congress- 
man. In the first place, this ocean shipping by ste amship is not the 
only place in which brokerage is paid. The airlines pay brokerage of 
5 percent. That is a standard practice. 
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Mr. Miitier. To whom do they pay? 

Mr. Townsenp. They pay it to people who are called ITA agents. 
In other words, they are people who are in the position of a middleman, 
operating as a middleman between the shipper and the airline. T hat 
is point No. 1 

Point No. 2—— 

Mr. Warren. Are they agents of shippers? 

Mr. Mituer. They are not agents of shippers. They are the agents 
of the airlines. 

Mr. TownseNnb. They are people who are in the position of acting 
as an intermediary facilitating the shipment. 

Mr. Mixer. But they are agents of the airline. 

Mr. Townsenb. They have been given the category of an agent of 
the airline in the sense that they receive a commission from them. 

Mr. Miuier. That is right, and they do part of the work for the 
airline, and the airline would have to employ someone else to do it if 
they did not do it. 

Mr. TowNnsEND. Just as the fowarders do here. 

Now, in addition to the airlines, you have the situation of the 
motor-carrier industry. In interstate commerce, you have the Inter- 
state Commerce Act. Part 2 of the Interstate Commerce Act 
recognizes the category of brokers, and there are brokers functioning 
in the motor-carrier field in interstate commerce. I want to make 
this point clear that I do not think was developed. 

Mr. Minuer. And he is an agent and directly responsible to the 
carrier. 

Mr. Townsenp. The testimony of Commissioner Tuggle, who 
appeared here, he stated that the Interstate Commerce Commission 
has taken the view that the carrier and the shipper, respectively, 
should pay that broker in accordance with the services that he renders 
to each. 

I want to make this one point that I think is a gap on interstate 
motor transportation. There are a number of brokers that function as 
motor-carrier brokers in the field of exempted commodities. That is, 
there are a lot of agricultural items, unmanufactured, which are 
exempt under part 2 of the Interstate Commerce Act. 

There are many brokers who have developed in that field and they 
collect 5 percent in some instances, and 7.5 percent in others that | 
know of, and they are in the position of acting as a middleman and 
bringing the two together. 

Mr. Tuompson. Is it not true, Mr. Townsend, that the Interstate 
Commerce Commission will not grant a broker’s license to anyone 
in an area where the carrier has adequate solicitation facilities? 

Mr. TownsEenpb. No: I don’t believe that is true, Mr. Chairman. 
I think that the question—— 

Mr. Tuompson. Mr. Tuggle so testified. 

Mr. Townsenpb. But I don’t think it goes to that extent. 

Mr. Tuompson. Approximately how many of such brokers are there 
in the United States? 

Mr. TownsEnp. I think he testified that for general commodities, as 
I recall his testimony, and this is from memory, there are some—what 
did he say?—20 or so functioning. I have forgotten. But there 
are a number of others in this unregulated field that are performing a 
real service. 





FOREIGN FREIGHT FORWARDERS AND BROKERS 1011 


Mr. THompson. Nevertheless, they are controlled, and are not li- 
censed in areas where they are not required, where the carrier has 
adequate facilities to accommodate those functions. 

Mr. Townsenp. No, Mr. Chairman, I think if you will investigate 
that you will find this: They are not limited to carriers. They grant 
a broker’s license and he can function for any carrier. 

Mr. Miuter. But in an area not having proper solicitation. 

Mr. Townsenp. I don’t agree with that. I think if vou will look 
at the Interstate Commerce Commission reports, you will find that it 
is a matter of whether there is any—— 

Mr. Miuuer. You are not too sure about it, and perhaps I am not 
too sure about it. 

Mr. TuHompson. We already have adequate testimony on that. 

Mr. Miter. I want some justification for continuing this practice. 
[ am not against the practice; I just want to find out that point. 
Frankly, I do not like to take the time of my colleagues, so do it 
shortly, please. 

Mr. TownseEnpD. I will try to be brief. Here, as I understand it, 
briefly, is the situation: These ocean freight forwarder-brokers, as 
we call them, have come into the picture primarily because of the 
fact that you have in connection with foreign commerce a very com- 
plicated situation. Their function is to facilitate the flow of that 
commerce. Throughout all of the proceedings that we have had in 
the last 10 years, it has been concluded that they do serve a very 
useful function because of the intricacies of shipping in foreign com- 
merce. That is true not only with respect to the small shippers. It 
applies to the large shippers, too. 

You have a problem, a particularly difficult problem, where a 
shipper is located away from the port, and there must be someone 
at the port to facilitate the movement of the cargo. There are many 
complications that enter into it that are developed in this record, 
moving the cargo forward, preparing the documents, and other things 
that enter into it. 

Mr. Mituier. Why should that not be the shipper’s responsibility? 

Mr. TownsenpD. I am coming to that. Because, Mr. Miller, the 
record has shown in all of these other cases, and it shows before the 
subcommittee, that the practice has grown up of having the carrier 
bear a portion of the compensation of the forwarder-broker and the 
shipper bear a portion of it on the basis that part of that service is of 
benefit to the shipper. The record shows furthermore 

Mr. Mitier. Let me get that straight. Did not the practice grow 
up because it became part of the sugar to obtain business that one line 
would pay these people who acted for the shipper a commission as 
against another line in an effort to get business in the old days? Is 
that not where it came from? 

Mr. Townsenp. I do not agree with that, Mr. Miller. I think 
we are dealing here with any situation, like a brokerage situation. 
There must be some justification for them or they wouldn’t have 
existed for all of these years. 

I want to make the further point that I believe should be borne in 
mind: The record has shown, both here and before all of the tribunals 
in which we have litigated this matter, that these forwarder-brokers 
simply cannot exist and could not exist if the brokerage were taken 
away from them. I tried to explain that a moment ago. The shippers 
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just cannot stand this. I think frankly this subcommittee is faced 
with this specific problem: First, do they recognize that the forwarder- 
brokers serve an important part in the commerce of the United States? 

That has been answered in the affirmative throughout all of the 
litigation of the last 10 years. I think secondly they must determine 
whether, on the record here and the record in the prior proceedings, 
the forwarding industry would be jepoardized, would be made less 
effective to the commerce of the United States, if brokerage were 
prohibited. 

I think the answer to both of those points indicates that if we are 
to have this important segment of the commerce of the United States 
continue, we must continue a practice of the carriers being permitted 
to pay this brokerage. 

Mr. Mituer. You realize that all of the legal proceedings that 
have taken place before, and these controversies over the past 10 
vears, what may have been developed in them, have no bearing on 
what this committee will find. We could wipe out, if we so choose, 
by introducing legislation, many of them, and, of we were successful 
in getting it through the Congress, taking a whole new deal that 
would be more in consonance, perhaps, with the thing that exists 
today. 

I am not saying that we are going to do it. I have not been con- 
vinced of a lot of things. 

Getting back to the instant case, I tried to get your language when 
you were discussing the telegram, and how Mr. Me ‘arthy had the 
pulse of the shipping companies. There was the statement of “the 
brokers are in almost constant contact with these lines.” I think 
those were your exact words. 

Mr. Townsenpb. Yes. They are working back and forth in the 
interests of the commerce of the United States. 

Mr. Miuuer. And, out of their contacts, this immediate contact, 
that they have, they drew these conclusions that Mr. Galloway had 
properly represented the lines. 

On what level in the steamship companies do the brokers work? 

Mr. Townsenpb. Well, I would say that they work all the way 

Mr. Mixtuer. That is, on this daily contact. 

Mr. Townsenpb. The daily contact, I would say, is all the way 
from presidents, in the smaller companies, and in many instances 
vice presidents, and on down to the clerks in the offices of the for- 
warders working with the clerks in the steamship companies. 

Mr. Miturer. Do they not generally work with people who are 
responsible for soliciting freight and obtaining freight and loadings 
for the steamship company? 

Mr. Townsenb. No; it goes way beyond that. 

Mr. Miiter. Do you mean to tell me that Mr. Brenner, who had 
to meet one man in the club, and who could not get the man on the 
phone—and who could not even approach a man in the steamship 
company irrespective of his title until this man talked to someone 
above him—is on an actual level where policy in the steamship com- 
pany with respect to that is made? 

Mr. Townsenp. I don’t quite follow you there. 

Mr. Miuuier. Are there contacts on a level with the officers of the 
steamship companies, these daily or almost constant contacts? Are 
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they on a level within the companies of people who make polic; y, or 
are they on a level with the people who solicit the business? 

Mr. ‘Fownsenp. I would say they are onthe level of three types. 
[ would put them in those categories. 

Mr. Miuzer. I want to have the contact, and not just the fact 
that Mr. Joe Doaks, a freight forwarder, can walk into the president’s 
office. I appreciate he can see the alia nt of a steamship company. 
So can I if I only want to do it once a month or so. Is he in this 
almost constant contact on the level with the policymaking people? 

Mr. Townsenp. May I ask Mr. McCarthy to give you. a full 
answer to that? 

Mr. Mitier. No; 1 am asking you 

Mr. Townsenp. I will give vou my understanding. My under- 
standing is that they are in daily contact, the clerks in the offices of 
the forwarders, with the clerks who are handling the details of the 
traffic with the offices of the steamship company. 

Secondly, the solicitors of the steamship lines are in, I would call it, 
constant contact with the forwarders, and vice versa, and, third, I 
would say that the forwarders, from my knowledge, based on what 
information I have, are in—whether it is daily, I wouldn’t swear to 
it, but I would call it constant contact with executives, policymaking 
executives of the steamship lines. That is my understanding. 

Mr. Miutier. That is your understanding? 

Mr. TowNnseNpb. Yes. 

Mr. Miixier. But the information that we have is that when they 
apparently have gone to the highest man with whom they can make 
immediate contact, they still had to wait to go to someone else to 
get a decision, and that took from 9:30 in the morning until 4:30. 
In other words, the people whom they had contacted were not policy- 
making people. As a matter of fact, vou know and I know, and let 
us not kid one another, that they are in constant contact with the 
peonle who solicit freight. 

Mr. TowNnsenpb. No. 

Mr. Minter. No? Waitaminute. The fellow who is the solicitor 
for either the steamship company, the railroad company, or a tracking 
line is a salesman and he is certainly not going to say anything to any 
man who can influence freight to his line that is going to offend him. 

Mr. TownseEnp. I will say this: I think they are in fairly constant 
contact with executives who are policy-making executives. In the 
case of the American President Lines, I hear them talk about contact- 
ing Mr. Finnessy regularly. Mr. Finnessy, as I understand it, is a 
vice president. 

Mr. Mixer. In charge of what? 

Mr. Townsenp. In charge of traffic. Am I correct in that? 

He panies to get the approval of the president of the American 
President Lines, Mr. Killian, which he did in this instance. I would 

all Mr. Finnessy a policy-making executive in a big corporation like 
that. 

Mr. Mitier. You could not state offhand whether he could accept 
one thing or another without going to someone upstairs, could you? 

Mr. Townsenpb. He thought this was important enough to contact 
the president of his company. 

Mr. Mixier. He had no authority? 
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Mr. Townsenp. I don’t know on that. I don’t know the workings 
of the American President Lines. I don’t know if he could have done 
it without contacting the president, but I know he contacted the 
president on this. 

Mr. Mitier. That is all. 

Mr. THompson. Are there any further questions? 

Mr. Warren? 

Mr. Warren. Mr. Townsend, subsequent to March 15, did you in 
any manner whatsoever initiate a communication with any New 
York forwarders on the subject of Mr. Galloway’s testimony? 

Mr. Townsenp. Let’s see. I had one or two telephone communi- 
cations with Mr. William Davies, of New York, after these telegrams 
had come to our attention. I don’t recall, but it seems to me it was 
after this telegram from Chairman Thompson was received. I was 
advising him of those developments. 

Mr. Warren. Did you initiate the calls to Mr. Davies? 

Mr. Townsenp. My recollection is that he initiated two calls to 
me. QOne, I think, was about Friday and one was in my home, [ 
think, on Sunday. 

Mr. Warren. And this was subsequent to March 15? 

Mr. TownseEnp. Yes, after the telegrams had gone in, and I know 
after Mr. Brenner had received the telegram to appear here. 

Mr. Warren. In this telephone conversation, what did Mr. 
Davies say to you? 

Mr. Townsenp. We were just discussing primarily then our 
appearance at this hearing. I advised him that Mr. Brenner and 
Mr. McCarthy and I were coming to the hearing, and I tried to 
communicate with Mr. Ullman, who is the attorney of the New York 
association of forwarders, and was unable to reach him. 

When Mr. Davies called me, as I recall the conversation, I asked 
if he would relay to Mr. Ullman the information that the telegrams 
had gone forward and that we would arrive in Washington Monday 
night. 

Then Mr. Davies telephoned me back on Sunday and said he had 
relayed the information to Mr. Ullman. He said he didn’t think he 
would be able to be here, but Mr. Ullman would be, arriving about 
noon, and we could see him then. 

Mr. Warren. Did you indicate at any time to Mr. Davies that 
either himself, or a representative of his association, or of any other 
association, should contact the New York offices of any of the Pacific 
Westbound Conference lines? 

Mr. TowNnsEND. No. 

Mr. WarrEN. Are you sure about that? 

Mr. TowNnsEND. Yes. 

Mr. Warren. Did he make such suggestion to you? 

Mr. TownsEND. No. This was just the last part of last week, 
and that was—— 

Mr. Warren. Was that mentioned in any way during the con- 
versation? 

Mr. TownsENpD. No, not according to my recollection. We were 
just talking about our plans for this hearing. 

Mr. Warren. And those plans did not include what I have just 
stated to you; namely, to advise some of the New York offices to 
communicate with their Pacific coast offices on this matter? 
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Mr. TowNnseNpD. No. Not in any conversation. 

Mr. WarREN. You have no recollection of such? 

Mr. TownsENpD. No. 

Mr. WarrREN. I was not exactly clear, Mr. Townsend, on your 
participation in drafting the communications which came to this 
subcommittee subsequent to March 15. Would you briefly indicate 
your participation? 

Mr. Townsenp. All that I did in that connection, Mr. Warren, 
was that at the request of Mr. Brenner, I set forth in a draft of a tele- 
gram to Chairman Thompson—that is, addressed to Chairman 
Thompson—what I understood to be the views of the American 
President Lines as they had been expressed to me by Mr. McCarthy 
and Mr. Brenner. 

I set forth in that telegram what I thought this subcommittee would 
desire to have with respect to the views of an individual line that had 
such views. 

That telegram, that draft of a telegram, was taken by Mr. McCarthy 
and, as I said previously, was, as I understand it, taken to one of the 
American President Lines representatives who called at his office, and 
as I understand it he handed that to the individual—or I think the 
individual was talking with him about what the American President 
Lines was considering putting in a telegram, and this representative 
was asking Mr. McCarthy whether he thought that is what the sub- 
committee wanted, and so on—and Mr. McCarthy, as I understand 
it from Mr. McCarthy, gave that representative this draft of a 
telegram and said, ‘“‘Well, here is something that you may want to 
use or may not,’’ words to that effect, and that is the last I knew 
about that incident. 

Mr. Casey. Is this the telegram? 

(Document handed to the witness.) 

Mr. TowNnsEnpD. It is not exactly the telegram that I drafted. 

Mr. Casry. Suppose you tell us where it is different from the tele- 
gram you drafted? 

Mr. TownsenpD. There may be a word or two. 

The American President Lines added this part that I had not 
included in any draft of the telegram— 

Mr. Tuompson. Did they send you a copy of this telegram? 

Mr. TownsEnp. No, I didn’t get a copy. 

Mr. THompson. How did you know it was changed? 

Mr. TownseEnp. I think a copy was mailed either to Mr. Brenner 

‘Mr. McCarthy and they gave me a copy. 

Mr. Tuompson. You were well aware of the contents of it. 

Mr. TownsENpb. After it was sent in, yes. 

Mr. TuHompson. How long after? 

Mr. Townsenp. This telegram was dated the 21st of March. 
That was a Wednesday, I suppose that the first time I saw a copy 
of the telegram was probably Thursday, I would say. 

Mr. THompson. Pardon my interruption. 

Mr. TownsEnp. This part was added by the American President 
Lines to the draft of the telegram that I prepared, this portion which 
I would say strengthens the telegram that I prepared: 

As the forwarder-brokers keep themselves informed as to tariffs, schedules 
routing information and the like which they pass on to the shippers, they save 


the carriers the necessity of augmenting their staffs to handle hundreds of tele- 
phonie and written requests. 
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The balance of it the American President Lines apparently thought 
I had sufficiently stated their position in the draft of the telegram’ SO 
they adopted it substantially as I drafted it. 

Mr. Casey. Is there anything in the draft that is not in this tele- 
gram? 

Mr. Townsenp. Nothing. They added to it, and subtracted 
nothing. 

Mr. Casry. Did you supply any other communication for use in 
this connection to any other line or any representative? 

Mr. Townsenp. No. Il, as I say, gave a copy of that draft to 
Mr. Brenner and Mr. McCarthy. It was my understanding that 
Mr. Brenner—as I reeall it, he did submit the same telegram after 
discussing it with the individual lines, and they weleomed his sug- 
gestion. I think that he submitted it to two other lines. I think he 
submitted it to the Pacific Far East line and to the NY K line. If 
you will read their telegrams, they didn’t follow that at all. They 
submitted their own version, which was wholly different from that 
telegram. 

Mr. Casey. I did not gather from Mr. Brenner’s testimony today 
that he had given this ‘telegram to anyone except the American 
President Line. 

Mr. Townsenp. I don’t know whether that question was asked. 
But | thmk it is correct—Isn’t it, Mr. Brenner? 

Mr. Brenner. I don’t'think it was asked. 

Mr. Townsenp. I mean you did. 

Mr. Brenner. Yes. 

Mr. Townsenp. There is no secret. He did give a draft, deleting 
the name of the carrier, he gave that same draft after they said they 
would welcome any suggestions he wanted to give them. 

Mr. Casry. You said there was no secret, and you criticized me for 
making the telephone calls. But, part of the purpose of my making 
telephone calls was to find out if there was undue influence on these 
lines by the freight forwarders on the west coast. 

Mr. Townsenp. I understand that is part of it. 

Mr. Casey. Do you think that is proper or improper? 

Mr. Townsenp. I see nothing improper with trying to find out if 
there was undue influence. I have not criticized that. 

I understand there was not undue influence, and these steamship 
lines indicated to Mr. McCarthy that Mr. Brenner did not exert 
undue influence on them. 

Mr. Casey. You heard Mr. Brenner’s testimony. If any of these 
lines indicated to me that Mr. Brenner volunteered the services of 
Mr. Townsend in the preparation of replies, then, of course, they 
were lying to me and Mr. Brenner was lying here today. 

Mr. Townsenp. I do not think the question was asked of Mr. 
Brenner. 

Mr. Casny. It was asked if he did volunteer the assistance of Mr. 
Townsend in preparing replies to this subcommittee. He said he did 
not volunteer that. 

Mr. Townsenp. I don’t think he volunteered services to anyone. 
| think this telegram I prepared was for the specific purpose of setting 
down what ¥ conceived would be helpful to this committee if that was 
the American President Lines’ views He didn’t cffer my services 
to anybody. I don’t think the American President Lines or anybody 
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else knew that I had anything to do with it. It was a suggested 
telegram that they could send if they wanted to. One line saw fit 
to send it and two saw fit not to. 

Mr. Casry. You are in no position to judge whether he volunteered 
your services, are you? 

Mr. Townsenp. All I can do is tell you what he told me. You 
would have to get that from the individual. 

Mr. Casey. We already got it from him, and we cannot rely much 
more on what he told you than what he told us. 

Mr. Townsenp. I do not agree with that, Mr. Casey. 

Mr. Chairman, | am trying to be helpful here, and I hope that what 
I have presented to this subcommittée will be helpful. That has been 
my sole purpose. 

Mr. THompson. | appreciate that, Mr. Townsend, vet if it were not 
for the fact that the reporters keep accurate dates on the hearin: 
records, it would be hard to tell what position some of the witnesses 
might take. The date determines the position in some cases. 

You can see the position of this subcommittee when we find an 
apparent attempt to go behind the subcommittee after valid testimony 
has been given. We find that a document was actually drafted and 
offered to one of the principals involved, and the question was asked: 
“Will you send this to the subcommittee to refute the testimony of 
your official representative?” 

Mr. TownseEnp. It is my understanding it was not presented that 
way to the American President Lines or any line, and I think, too, 
Mr. Chairman, I do not think the subcommittee can determine that 
those views expressed in those wires were not the views of those in- 
dividual lines a week ago, a month ago, 2 months ago, or anytime, 
without calling those individual lines. 

I do not think you can compare just what the chairman said witn 
those wires. 

Mr. TuHompson. There is bound to have been a reason for having 
sent almost verbatim wires. 

Mr. TowNsEND. One wire. 

Mr. Tuompson. The wire about augmenting their personnel? 

Mr. Townsenb. They added that. 

Mr. THompson. There are other points that you put in. 

Mr. Townsenpb. Mr. Chairman 

Mr. Tuompson. It seems to me that this committee has been 

badly used throughout these hearings. A segment of an industry 
has asked us privately for help. Another segment has indicated 
another thing in testimony. When testimony is taken under oath, 
another position is found to exist. Then, we find in the middle of the 
hearings another segment of the industry going around asking wit- 
nesses to change their testimony. 

Mr. Townsenp. I don’t think it was requesting them to change 
their testimony. 

Mr. Tuompson. I think it was. I think this committee has been 
badly used, and I frankiy do not appreciate the attitude you have 
shown, especially in connection with the committee staff which is 
trying to do a job. 

Mr. Townsenp. I think, Mr. Chairman, you can only find out 
whether those telegrams were contrary to the views of the individual 
lines previously by asking them those questions. 
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Mr. Warren. Mr. Townsend, do you believe it was accidental 
that there was contained in each of the telegrams stated approval of 
the proposed forwarders conference agreement? 

Mr. Townsrnpb. No. I think, frankly, Mr. Warren, that these 
steamship lines on the Pacific Coast have honestly welcomed that 
conference agreement as a means that may eliminate any further 
controversies. I think they would like to see that given a fair trial. 
I honestly think that that would go a long ways toward solving these 
problems. 

Mr. THompson. It would at least delay any congressional action. 

Mr. Townsenp. I am not looking at it that way, Mr. Chairman. 
I think it should be given a trial to try to solve this difficult program. 

Mr. Tompson. It is odd that it was not suggested that this be 
tried until the subcommittee began to look into the situation. 

Mr. TownsEnp. It has been suggested for years. 

Mr. THompson. It has been authorized for years, but it has never 
been acted upon until this subcommittee got into it. 

Mr. Townsenpb. It has been very difficult to get all segments to- 
gether, Mr. Chairman. 

Mr. Tuompson. The record will be gone into thoroughly to see 
whether or not any laws have been broken in the payment of broker- 
age. No one is against the payment of bona fide brokerage. Some 
action has been taken on similar matters before. The Robinson- 
Patman Act had some bearing on brokerage. It is that type of broker- 
age that needs looking into. The bona fide forwarder or broker has 
nothing to fear from this inquiry. No segment of the industry that is 
trying to do a job, and do it properly, without raising the cost of 
subsidization has anything to fear. It is only in the areas where 
people are operating in the grey. You have seen that some have a 
reluctance to come out with the real story perhaps caused by pres- 
sures, and by other motives. 

Mr. Townsenpb. Mr. Chairman, I would like to see this committee 
honestly give us an opportunity on the Pacific coast to try to work 
together under our forwarders’ conference to see if we can do some- 
thing effectively. If we fail, then it is a different story. But I 
honestly think it is worth trying. 

Mr. THomrson. The subcommittee has no prearranged position. 
As far as | know, none of the members know what the final results 
will be. As the Chair stated at the outset of the hearings, we are 
faced with a sick industry, one that is very vital to us, but with seg- 
ments that are all-important. We are going to look into this matter 
from the point of view of saving American tax dollars and the American 
merchant marine, and to see whether or not rights and privileges are 
being misused. 

Are there any further questions? 

If not, the subcommittee stands adjourned sine die. 

(Whereupon, at 5:35 p. m., the committee adjourned. 


x 





